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For  Reference 
Do  Not  Take 
From  the  Library 


Every  person  who  maliciously 
cuts,  defaces,  breaks  or  in|ures 
any  book,  map,  chart,  picture, 
engravmg,  statue,  coin,  model, 
apparatus,  or  other  work  of  lit- 
erature, art,  mechanics  or  ob- 
ject of  curiosity,  deposited  in 
any  public  library,  gallery, 
museum  or  collection  is  guilty 
of  a  misdemeanor. 

Penal  Code  of  California 
1915.  Section  623 
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NED  JOHNSON 

chairman  is  shuffling 
nagers  and  spending 
g  on  infrastructure 


m 


3  9042  04208458  9 


DEUTY? 


The  $400  billion  fund 
giant  has  doubled  its 
assets  in  the  past  three 
years.  But  its 
once-stellar 
performance  is 
slipping.  Now 
the  company 
is  fighting  to 
regain  its  edge. 
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JEFFREY  VINIK 

The  Magellan  manager  is 
wider  pressu  re  to  boost 
returns  of  the  flagship  fund 


Apparently  we're  not  t 
56  million  users  const 


"Leadershi[)  in  the  softivan  nidiistry  requm'sa  strong 
commitment  to  cross-platform  support.  Oracle  ivill 
continue  to  invest  in  supporting  the  Apple  platform  to 
further  our  position  as  the  world  's  leading  supplier  of 
infortnation  management softiiwe'.' 

Larry  Ellison,  Chairman  and  CEO,  Oracle  Corp. 


"Macromedia  ajid  Apple  bare  worked  together  for  ten  years 
to  develop  the  market  for  graphics  multimedia  and  video.  The 
Macintosh  couth nces  to  excel  as  a  leading  platform  for  creative 
professional;  world/vide  Macromedia  is  committed  to  the 
Machitosh  a)id  the  millions  of  customers  that  depend  on  it" 

Bud  Colligan,  Chairman,  President  and  CEO, 
Macromedia,  Inc. 


"Corel  is"  excited  about  the  business  prospects  we  see  for  sup- 
porting the  .Macintosh  platform.  Over  the  next  few  months,  we 
will  be  releasmg  CorelDRWfor  the  Mac.  as  well  as  co>itmumg 
to  enhance  OfficeSuite  and  our  many  other  products  for  the 
Mac.  We  think  the  .Mac  will  play  a  major  role  in  our  future  " 
Michael  Cowpland,  President  and  CEO,  Corel  Corp. 


"Microsoft  has  just  introduced  the  award-winning  Microsoft 
Internet  E.xplorer  for  the  Macintosh,  and  is  hard  at  work  on 
great  new  versions  of  Microsoft  Office.  Microsoft  FrontPage  and 
many  other  titles.  We're  also  committed  to  continued  interoper- 
ability between  Windows  NT  Server  and  the  Macintosh.  Since 
1984.  Microsoft  has  been  committed  to  its  Macintosh  customers 
ajul  the  Macintosh  platform.  We  look  forward  to  introducing 
a  significant  number  of  new  and  improved  products  as  we 
continue  our  second  decade  on  the  Mac" 


Macintosh  coulrihuted  to  the  first  pubhshnig  revolution.  This 
summer  when  we  introduce  nur  Internet  unci  multimedia 
design  tool.  Quarklmmedui.  users  con  capitalize  on  the  ne.xt 
revolution:  interactive  publishing  Mucinln.^h  is  one  of  many 
important  tools  for  our  customers  and  Quark  will  continue 
to  develop  software  for  them" 

Tim  Gill,  Chairman  and  Senior  Vice  President  of 
Research  and  Development,  Quark,  Inc. 


'  Intuit  views  the  .Macintosh  as  a  ke]'  platform  for  our  consumer 
and  small  business  software  products.  Av  the  developer  of  top- 
selling  Macintosh  applications  such  as  Quicken.  MaclnTax  and 
QuickBooks  Intuit  is  fully  committed  to  the  Macintosh" 

Scott  Cook,  Chairman,  Intuit 


'At  Edmark.  the  .\lachitosh  is  an  important  platform,  thanks  to 
iLi  wide  use  m  both  the  home  and  education  markets.  We  are 
committed  to  developing  high-quality  educational  software  for 
the  Mac.  and  have  a  very  exciting  summer  and  fall  season  of 
new  products.  We  look  forward  to  its  continued  success'.' 
Sally  Narodick,  CEO,  Edmark 


Dnly  ones  who  think 
es  more  than  a  niche. 


Mdciiilosb  has  always  been  iduI  irill  aniliniw  to  be  a  critical 
cniiijitiiieut  of  the  Notes  cross-platfonn  slnitegy.  We  will  contiiitie  to 
keep  il  ill  lull  parity  with  our  Wiiuliuvs  client  platforms" 

Jeff  Papows,  Executive  Vice  President  and 
Chief  Operating  Officer,  Lotus  Development  Corp. 


"Broderbund  Software  reniants  stroii(>ly  coiii/iutteil  to  tlx'  Macintosh 
platform.  Over  the  years,  we  hare  delirered  many  e.xcilnig  and 
market 'leading  products  for  Macintosh,  and  it  is  an  important 
component  of  our  strategY  tod(iy  Ihe  Macintosh  prorides  a  cpiality 
experience  that  matches  up  well  with  the  /p/ality  we  always  strive 
to  deliver  to  our  customers" 

Doug  Carlston,  CEO,  Broderbund  Software,  Inc. 


Americti  Online  got  its  start  with  Macintosh,  and  ire  continue  to 
iihike  significant  investments  to  serve  the  I  million  Mac  members 
lie  uiiir  hair  W  hen  we  release  AOL  3-0  later  thisyear,  it  will  be 
deaf  ill  all  llkit  the  'Mac  is  bach'  at  .tOU " 
Steve  Case,  Chairman  and  CEO,  America  Online,  Inc. 


They're  the  people  who  create,  and  sell, 
software  for  a  living.  The  people  who 
know  the  difference  between  the  hype 
of  a  headline  and  the  realities  of  the 
market.  So  what  have  these  and  thou- 
sands of  other  developers  been  doing 
amid  all  the  speculation  and  musings 
of  late?  Same  thing  they've  been  doing 
for  years.  Reading  the  market.  Making 
smart  business  decisions.  And  writing 
new  applications  that  will  sell -applica- 
tions for  a  computer  named  Mxintosh. 


"For  all  asl)ects  of  information  publishing.  Adobe  and  our  customers 
prefer  the  Macintosh.  The  Mac's  ea.ie  of  setup  and  use  distinguish  it 
among  personal  computers.  Adobe  will  enthusiastically  support  the 
Miw  with  our  applications  noiv  and  in  thefiiliire" 

Dr.  John  E.  Warnock,  Chairman  and  CEO, 
Adobe  Systems  Inc. 
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ACardmember  Goes  Shopping 


JERRY  SEINFELD 

{Comedian,  Author,  Cereal  Lover} 


7.  Chair  8.  Shoes 

2.  Globe  9.  Lamp 

3  Rug  10.  Basketball 

4.  Shoe  Polisher    11.  Computer 

5.  Sink  12.  Coffee  Table 

6.  Goldfish  13.  Video  Game 

7.  Vacuum  14.  Cleansers 


15.  Television 

16.  Fez  Collection 

17.  Cereal  Bowls 

18.  Cereal 

19.  Fridge 

20.  Satellite  Dish 

21.  Bike  &  Stand 


The  American  Express  '  Card  is  welcome  at  all 
kinds  of  places.  Just  ask  Jerry,  who  uses  his  Card 
for  everyday  items,  as  well  as  for  the  things  that 
make  him.  weU,  Jerry.  In  fact,  it's  so  widely  accepted, 
Jerry  uses  it  wherever  he  goes.  No  kidding. 

{You  can  find  items  like  Jerry's  at  these  establishments: } 
The  Sports  Authority      Crate  &  Barrel  Furniture 
RadioShack  Rand  McNally  Travel  Store 

PeUand  Discount  Hammacher  Schlemmer 

F.  W.  Woolworth  Co.  Sears 
{  And  if  you're  in  Jerry's  neighborhood,  New  York  City: } 
ABC  Carpet  &  Home       Food  Emporium 
Bicycle  Habitat  Palazzetti 
Desco  Vacuums  The  Lighting  Center,  Ltd. 

Nobody  Beats  The  Wiz 


Cards 
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FIXING  FIDELITY 

Has  the  behemoth  from  Boston 
gotten  too  big?  Suddenly,  the 
mutual-fund  powerhouse  is 
fighting  to  regain  its  edge 

page  102 


BOB  DOLEFUL 

His  campaign  is  low 
on  funds-and  seems 
stuck  for  ideas  page  30 
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TURNER:  Castle  Rock's  rock 
SHOWBIZ 

TED'S  STUDIO  MAY 
SKIP  THE  WEDDING 

TED  turner's  castle  ROCK 

studio  wants  its  freedom  be- 
fore Time  Warner  takes  over 
his  empire.  The  Hollywood 
production  house  recently 
got  the  O.K.  from  Turner 
Broadcasting  and  Time 
Warner  to  shop  itself  ai'ound, 
say  industry  insiders  close 
to  the  studio.  They  say  Tiuti- 
er's  other  Hollywood  acqui- 
sition, New  Line  Cinema, 
may  end  up  doing  that,  too, 
but  it  isn't  making  such 
moves  now. 


The  issue  is  autonomy, 
which  Castle  Rock  gets  lots 
of  fi'om  HuTier,  who  bought  it 
in  1993  for  $100  million  and 
assumption  of  $284  milhon  in 
debt.  Castle  Rock  wants  out 
because  its  execs  fear  — 
the  Warner  Brothers  hi- 
erarchy is  more  into  con- 
trol. SeagTam's  Univer- 
sal Studios  is  said  to  be 
eyeing  Castle  Rock. 
Time  Warner's  planned 
$7.5  billion  acquisition  of 
Turner  Broadcasting 
awaits  the  Federal  Trade 
Commission's  approval. 

Founded  by  director  Rob 
Reiner  and  other  big  Holly- 
wood names.  Castle  Rock  is 
in  a  slump  lately:  It  just  an- 
nounced a  $60  million  write- 
down for  recent  dud  flicks 
(example:  City  Hall).  But  the 
studio  is  still  highly  regarded 
for  past  hits,  such  as  Wlien 
Harry  Met  Sally,  plus  TV's 
popular  Seinfekl.  New  Line, 
maker  of  Jim  CaiTey  come- 
dies (The  Mask,  Dumb  and 
Dumber),  has  done  better 
None  of  the  parties  would 
comment.  Ron  Gwver 


TALK  SHOW  uit  s  not  a  humidor,  it's  a  piece  of  history. 

— Marvin  Shanken,  publisher  of  Cigar  Aficionado  magazine, 
whose  $520, 000  bid  at  the  Jacqueline  Onassis  auction  won  him 
John  F.  Kennedy's  stogie  case. 


HONCHOS 


AT&T:  NO.  1-AFTER  THE  OTHER  FOUR 


DOWNSIZING  LITE 


THE  BELLS:  PRETTY  IN  PINK  SLIPS 


MAYBE  THE  POLITICAL 

trashing  Corporate 
America  has  suffered 
over  downsizing  is 
having  some  effect. 
On  Apr  21,  the  eve 
of  the  Bell  Atlantic- 
Nynex  merger  an- 
nouncement, Nynex 
Chairman  Ivan  Sei- 
denber-g  called  Labor 
Secretary  Robert  B. 
Reich  to  personally 
assure  him  there  wouldn't  be 
sweeping  layoffs. 

Reich,  a  vocal  foe  of  job- 
slashing  (and  of  execs  who  get 
fat  bonuses  as  a  result),  was 
reassured  by  Seidenberg  that 
some  3,000  jobs  "consolidat- 
ed" under  the  merger  would 
be  more  than  offset  by  futui'e 


REICH: 

job  cli 


gi'owth  as  the  merged 
company  enters  dif- 
ferent businesses. 
Plus,  he  promised 
Reich  that  ex-workers 
would  get  first  crack 
at  the  new  jobs. 

Reich  is  giving  the 
Administration  some 
credit  for  the  rela- 
tively bloodless  na- 
ture "of  the  Bell  At- 
lantic-Nynex  union. 
Republicans  (Bob  Dole,  Pat 
Buchanan)  have  bemoaned  job 
losses,  too.  "The  climate  has 
certainly  changed,  and  per- 
haps we  have  contributed  to 
that,"  says  Reich.  Nynex  says 
it  has  long  prefeired  to  down- 
size through  buyouts,  not  pink 
slips.  Paul  Magnusson 


A  new 
mate? 


CHIEF    EXECUTIVE  ROBERT 

Allen  of  AT&T  has  taken  plen- 
ty of  grief  for  pulling  down 
$5.8  million  in  salary  and 
long-term  compensa- 
tion last  year  while 
laying  off  thousands 
of  workers.  So  when 
the  issue  came  up  at 
AT&T's  annual  meet- 
ing, Allen  was  ready. 
Waving  a  copy  of 


ALLEN:  A  bit 

of  baloney 


PAY  AT  BIG 
MARKET-CAP  GAINERS 


COMPANY 

MERCK 

GENERAL  ELECTRIC 
COCA-COLA 
PHILIP  MORRIS 
AT&T 


1995  INCREASE 
IN  MARKET  VALUE 

BILLIONS 


$33.1 
33.0 
27.3 
26.0 
24,5 


CEO 

R.V.  GILMARTIN 
J.F.  WELCH  IR. 
R.C.  GOIZUETA 
G.C.  BIBLE 
R.E.  ALLEN 


•Salary  +  Bonus  +  Long-term  Compensation 

DATA:  STANDARD  &  POOR'S  COMPUSTAT, 
A  DIVISION  OF  THE  McGRAW-HILL  COMPANIES 


Upside  magazine,  which  c ' 
ers  computers  and  telec(  j 
he  declared  that  at&t  shovW 
the  biggest  increase  in  m*- 
ket  value  of  any  U.  S.  com  • 
ny  last  year 

Not  quite,  at&t,  wit  I 
yearend  market  value  of  ^ 
billion,  posted  a  $24.5  bill 
gain,   fifth-best.   An  ai 
spokeswoman    says  ADn 
meant  to  say  only  that  .^t 
outdistanced  t 
high-tech  comji 
nies  in  the  h- 
side  tabulatiw. 
Shareholders  sll 
got  good  vale 
for  their  mon; 
she  says.  Ann 
the  markets 
heavy  hitter.^, 
turns  out,  AI' 
was  only  in  i 
middle    of  t 
pack. 


1995  TOTAL  PAY* 

MILLIONS 


$2.1 
22.1 
12.9 
2.5 
5.8 


WILD  BLUE  YONDER 

AEROMENAGE 
ATROIS?  

A  COMPLETE  TRANSNATIONAL 

merger  between  French  air- 
plane and  defense  manufac- 
turer Aerospatiale,  Ger- 
many's Daimler  Benz 
Aerospace,  and  British  Aero- 
space, by  1998? 

Lofty,  but  that's 
what  Aerospatiale 
CEO  Louis  Gallois 
is  pushing  for  The 
former  civil  ser- 
vant and  onetime 
supporter  of  an  in- 
dependent French 
aerospace  industry 
views  a  partner- 
ship as  key  to  sur- 
vival: Size  counts 
in  this  era  of 
skimpy  defense  orders.  The 
merger  would  create  a  Eu- 
ropean aerospace  giant  with 
more  than  $25  billion  in  sales 
and  put  it  on  a  par  with  big 
U.S.  companies. 


Cooperation  isn't  entiny 
new.  All  three  belong  to  te 
Airbus  Industrie  consortiin 
and  support  Airbus'  rectt 
decision  to  become  a  star.- 
alone,  for-profit  compai/. 
Still,  Gallois'  proposal  getia 
mixed  reception.  Daimlr 
Benz,  which  last  year  ht 
money  on  its  Airbus  wok 
and  defense  orders,  seeis 


AIRBUS:  Ha  rbinger  of  a  huge  merger 


eager.  Not  so  the  Bri.. 
They  like  the  merger  idi 
only  in  theory.  Why?  i; 
unlike  the  others,  has 
ready  gone  through  a  cos! 
restructuring.    Stewart.  2/ 
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You  DON'T  BUILD  FIVE 
OFTHETEN  BEST-SELLING 
CARS  AN  D  TRUCKS 
BY  STARING  IN  THE 
REARVIEW  MIRROR. 

We  're  I  o  o  k  i  n  q  ahead  by  building 
V  e  h  I  c  1  e s  that  deliver  on  the 
promise  of  quality,  safety  and 
value  every  day.  Like  the  D  u  r  at  e  c 
engine  in  our  Ford  To  u  r  u  s  L  A 
and     Mercury     Sable     L  S      ir  h  i  c  h 

features  pistons  with  a 
patented     coating     that  reduces 

J  r  I  c  t  1  o  n  and  wear.  It's  j  u  s  t 
one  of  the  w  ays  we're  keeping 
our      eyes      on      the  future. 


Ford    ■    Ford    Trucks    ■    C^^S^jTl^^TJ^Ki        Lincoln         M  r  r  c  u  r  y 


Q_U  A  L  I  T  Y      IS      )  O  B  1 
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Up  Front 


DRAWN  &  QUARTERED 


UNREAL  ESTATE 

THE  GOLDEN  STATE 
MARKET:  ROCKY 

California's  recovery  has 
yet  to  bolster  the  housing 
market,  even  for  the  90210 
superwealthy.  One  indicator: 
the  real  estate  woes  of  actor 
Sylvester  Stallone. 

The  star  of  Rocky  and 
Ramho  just  put  his  11-acre 
Beverly  Hills  compound  on 
the  market  for  $5.5  million. 
Seems  the  actor  wants  to 
spend  more  time  in  Florida 
and  doesn't  need  the  foui-bed- 
room  house,  which  comes  with 


STALLONE 
ABODE:  A 

money  loser 

its  own  gym, 
movie  theater, 
and  eight-hole 
putting  coiu'se. 

Stallone,  who 
could  not  be 
reached  for  com- 
ment, bought 
the  8,400-squai-e- 
foot  palace  from  billionaire 
Kirk  Kerkorian  for  $5.7  mil- 
lion dm^ing  the  property  boom 
days  of  1990.  The  newly  built 
house  was  part  of  Kerkorian's 
subdivision  of  his  own  31-acre 
spread.  But  Sly's  hopes  of  get- 
ting out  with  his  evei-tattered 
shirt  ai'e  likely  in  vain.  One 
local  real  estate  broker  says 
he'll  be  lucky  to  get  $5  million. 

Nationally,  median  home- 
sale  prices  grew  2.8%  last 
year,  but  fell  3.7%  in  Califor- 
nia. The  Los  Angeles  area, 
still  recovering  from  defense 
cuts,  was  worse  off  than  the 
state  overall:  Prices  slumped 
4.9%.  in  1995  and  have  yet  to 
turn  around.  Ronald  Graver 


JAPAN  INC. 


OH,  TO  BE  AS  FREE  AS  THE  FED 


THE  BANK  OF  JAPAN  WANTS  TO 
fi'ee  itself  from  the  powerful 
Ministry  of  Finance.  Gover- 
nor Yasuo  Matsushita,  who 
heads  the  central  bank,  is  at 
the  forefront  of  a  rebellion 
that's  shaking 
Tokyo's  finan- 
cial elite. 

Once  the 
mof's  top  ca- 
reer bureau- 
ci'at,  Matsushi- 
ta supports 
parliamentary 
efforts  to  over- 
haul a  54-year- 
old  law  that  allows  Finance 
bureaucrats  to  name  some 
central  bank  governors  and 
oust  ones  who  don't  go  along. 
That  gives  the  mof  immense 
clout  over  the  bank,  which 
sets  monetary  policy.  Mat- 
sushita hopes  to  refasliion  the 


BANK  OF  JAPAN:  Chafing 


Bank  of  Japan  into  an  inde- 
pendent body,  more  like  the 
Fed  or  the  Bundesbank. 

Although  his  efforts  have 
garnered  support  from 
numerous  cfuarters,  including 
politicians  in 
the  mling  Lib- 
eral Democi'atic 
Party,  success 
is  not  certain. 
Prime  Minis- 
ter Ryutaro 
Hashimoto,  a 
formei'  Finance 
Minister  who 
once  backed 
the  independence  drive,  now 
appears  ambivalent.  Nor  is 
the  MOF  sitting  still:  Some 
speculate  that  the  team  it  set 
up  to  study  independence 
may  weaken  moves  to  limit 
the  mof's  power  over  the 
central  bank.  Brian  Brenmer 
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NEW  WORLD  ORDER 

TETRIS  THROWS  OFF 
ITS  SOVIET  YOKE 

THE  MAN  WHO 
conceived  the 
wildly  popu- 
lar computer 
game  Tetris, 
Alexey  Pajit- 
nov,  should 
be  a  very 
rich  man. 
He's  not.  Oi'  not  yet,  anyway. 
When  the  game  debuted  in 
1986,  the  Soviet  Software  & 
Hardware  Export  Agency 
held  the  rights  and  garnered 
all  royalties  to  Tetris,  which 
requii'es  players  to  build  sol- 
id blocks  out  of  falling  geo- 
metric shapes.  Pajitnov 
cooked  up  the  idea  when  he 
was  an  employee  of  the  Sovi- 
et Academy  of  Sciences. 
Recently,    though,  the 


rights  expired.  So  now  i 
41-year-old  former  Muscov 
and  his  American  partn^ 
Henk  Rogers,  a  software  t- 
trepreneur  who  negotiatl 
Tetiis'  original  deal  with  N  - : 
tendo,  hope  to  cash  in.  Th»r 
new  Bellevue  (Wash.)  outi., 
also  called  Tetris,  has 
quired  the  rights  to  t  ■ 
game.  Already,  the  duo  hi 
a  licensing  deal  with  Bulk- 
proof  Software  for  handhd 
devices.  Pajitnov  is  not  b- 
ter  about  the  money  (no  es 
mate  on  just  how  much) 
old  employer  bagged.  "Th 
were  very  poor,"  he  says. 

The  game's  novelty  m/ 
have  worn  off  a  bit:  40  in 
lion  copies  are  beheved  to 
in  use  worldwide.  Tetris,  hi  i 
ever,  remains  a  cash  cow.  I- 
still  included  in  some  IV- 
crosoft  game  bundles  ail 
comes  with  every  Nintem) 
Game  Boy.  Stephen  Wildsfn, 


THE  BIG  PICTURE  | 
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TAKING 
STOCK 


SHARES  SET  ASIDE  FOR 
EMPLOYEE  PAY  PLAN 

■90   '91    '92   '93   '94  '95 


■96 
EST. 


Companies  are  increasingly  putting  stock  in  management 
pay  packets.  Over  the  past  seven  years,  options  and  other 
grants  have  almost  doubled  as  a  percentage  of  shares 
outstanding.  The  idea  is  to  make  managers  more  attentive 
to  stockholders'  concerns. 


DATA  PEARL  MEYER  S  PARTNERS  INC 


FOOTNOTES  Survey  of  corporate  employees,  picking  most  reliable  way  to  deliver  messages:  phone,  31  %;  fax,  22%;  E-mail,  1 7'. 
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We  believe  good 
ideas  have  no 
boun  dari  es.  and 
it's  our  i  o  b  to 
make  sure  the  best 
of  th  em  en  d  up  in 
your  drive  way. 

Our  3  3  8,000  employees  in  34 
countries  are  c  o  m  i  n  cj  up  with 
new  ideas  every  day.  Like 
innovative  materials  that 
reduce  w  e  i  cj  h  t  and  improve 
gas  mileage  while  increasing 
strength  and  durability.  The 
best  ideas  find  the m  s e  I  v  c s  a  t 
home     anywhere     in     t  h  e     w  o  r  I  d. 


Ford        Ford  Truck 
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THE  CASE 

AGAINST  STEVE  CASE 


America  Online  chief  Steven  M.  Case 
has  gi'andiose  plans,  nine  lives,  and  ex- 
cessive self-confidence,  but  he  is  missing 
the  point  ("The  onhne  world  of  Steve 
Case,"  Cover  Story,  Apr.  15).  aol's  ser- 
vice is  terrible:  repeated  inability  to 
connect,  frequent  and  random  discon- 
nects, pricing  that  is  exorbitant  for  even 
modest  usage,  and  intenninable  delays 
waiting  for  art  to  load.  All  this  while  I 
receive  yet  another  in  the  never-end- 
ing series  of  unsolicited  startup  disks — 
as  AOL  attempts  to  corral  more  "mem- 
bers" despite  an  inability  to  service 
those  they  have  now. 

It's  the  service,  stupid.  I'm  looking 
for  a  direct-access  Internet  provider 
with  a  flexible  pricing  plan.  When  I  find 
one,  I  am  history.  If  there  are  others 
Uke  me,  Steve  Case  will  be  histoiy,  too. 

F.  J.*  Krall 
Summit,  N.J. 

A  good  depiction  of  Steve  Case — not 
as  a  whiz  kid  but  as  a  master  of  spin. 
aol's  Mac  users  still  don't  have  the  "tel- 
net" capability  enjoyed  by  their  Internet 
counterparts,  which  Case  has  been 
promising  since  1994.  The  company  ap- 
pears to  be  held  afloat  by  deficit  financ- 
ing and  public  relations,  helped  by  new 
customers — and  reporters — who  don't 
know  about  the  Internet.  As  aol  users 
discover  Internet  software  that  offers 
everything  AOL  has — bigger,  better,  and 
faster — subscribership  will  plummet. 

David  Cassel 
San  Leandro,  Calif. 

WHY  SHOULD  BIG  TOBACCO 

GET  A  BAILOUT?  

David  Greising's  proposal  in  his  com- 
mentary "A  tobacco  deal  that  could 
clear  the  air"  (News:  Analysis  &  Com- 
mentary, Apr.  15) — to  give  tobacco  spe- 
cial immunity  from  consumer-fraud  and 
antitrust  laws — is  an  insult  to  law-abid- 
ing businesses.  The  tobacco  industry 
may  well  contribute  $55  billion  to  gi'oss 
domestic  product.  But  (jreising  neglects 


CORRECTIONS  &  CLARIFICATIONS  | 

In  "With  the  World  Wide  Web,  wl-| 
needs  Wall  Street?"  (Finance,  Ap! 
29),  Smith  Barney's  Internet  addi'efll 
should  have  been  listed  si 
http://nestegg.iddis.eom/smithbame.i 

The  telephone  number  to  reac^ 
Iomega  in  the  Bulletin  Board  se<^ 
tion  of  Technology  &  You  (Apr.  2i 
should  have  been  800  697-8833. 

In  "SBC-Pactel:  A  credible  hulk? 
(News:  Analysis  &  Commentary,  Ap 
15),  France  Telecom  should  not  hav 
been  cited  as  one  of  the  90  comp; 
nies  applying  to  provide  local  tek 
phone  service  in  Califomia.  Franc 
Telecom  has  no  plans  to  enter  U. ' 
local  markets. 

In  "The  business  week  1000"  (Co\ 
er  Story,  Mar.  25),  the  correct  markt 
value  for  Parametric  Technology  i 
$4,694  milhon,  a  112%  increase  ove 
the  year  before,  making  the  compan 
No.  276  on  the  list.  The  connect  nunr 
ber  of  shares  outstanding  is  126  mi 
lion.  Price  as  a  percent  of  book  valu 
is  1,131%.  Institutions  hold  45%i  c 
the  shares,  and  turnover  is  361.29? 
Also,  the  correct  address  for  itt  Ir 
dustries  is  4  West  Red  Oak  Lan( 
White  Plains,  N.  Y.  10604.  Its  phon 
number  is  914  641-2000.  A  correctei 
version  of  the  tables  and  index,  alon. 
with  The  business  week  1000  sortei 
by  industry,  can  be  downloaded  fror 
America  Online. 


to  point  out  that  tobacco  drains  $65  1 
lion  per  year  out  of  our  economy 
health  and  other  costs.  And  he  neglct- 
to  point  out  that  much  of  that  cost  - 
borne  by  businesses  that  pay  heah 
premiums.  Blue  Cross  &  Blue  Shield  f 
Minnesota  has  joined  me  as  a  eo-plainlT 
in  our  suit  specifically  because  of  te 
suffocating  tobacco-related  costs  th/ 
and  their  business  customers  bear. 
We  are  merely  holding  tobacco  co  - 
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Ford  may  b e  th e 
most  well-known 
family  name  in 
automobi  ees.  but 
we  don't  believe 
it's  the  most 
important 

Our  6  J  million  c  u  s  t  o  m  e  r  s 
around  the  globe  m e a n  t h e 
world  to  u  s  .  That  is  if  h  y  , 
e  V  e  r  J  d  a  y  ,  we  put  the  m  o  n 
a  J  i  r  s  t  name  b  a  s  i  s  with 
value,  Lj  u  a  I  1  t  y ,  and  design  s 
so  advanced  they'll  be 
current     well    into    t  h  e    f  u  t  u  r  e. 


Ford    ■    Ford  Trucks 


Lincoln    •    M  i-  r  c  u  r  'i' 


Q_U  A  L  1  T  Y      IS      JOB  1 


Books 


panies  to  the  standards  that  other  busi- 
nesses have  obeyed  for  years.  In  the 
end,  law-abiding  businesses  may  have 
the  most  to  gain  h-om  holding  the  to- 
bacco industiy  accountable  for  the  hann 
caused  by  their  illegal  behavior. 

Hubert  H.  Humphrey  III 
Attorney  General  of  Minnesota 
St.  Paul 

HUMAN  RESOURCES 

AT  DUPONT  

We  must  point  out  sevei-al  facts  not  ac- 
curately represented  in  "Has  outsoui'c- 
ing  gone  too  far?"  (News:  Analysis  & 
Commentaiy,  Apr  1).  While  we  have  a 
multiyear  conti'act  with  Fonmi  Coi"p.,  it 
is  not  for  $10  million.  Oui-  relationsliip 
with  Forum  is  on  a  fully  variable-cost 
basis,  consistent  with  oiu'  original  intent. 
Tlie  decision  to  reduce  internal  training 
staff  was  DuPont's,  not  Fonim's.  This 
was  also  implemented  prior  to  identifying 
Fonim  as  oiu'  training  partner.  Lastly, 
For-um  does  not  administer  all  of 
DuPont's  training  and  development. 

Daniel  W.  Burger  Jr. 
Vice-President  for 
Human  Resources 
DuPont  Co. 
Wilmington,  Del. 

THE  NEW  G-NOTE  IS  A  BEAUTY 
IN  THE  EYE  OF  THIS  BEHOLDER 

"A  C-note  too  ugly  to  counterfeit" 
(In  Business  This  Week,  Apr.  15).  Hard- 
ly! The  new  $100  bill  is  bigger,  bolder, 
more  detailed,  and  in  turn,  more  inter- 
esting. Maybe  its  looks  are  debatable. 
But  improved  protection  and  increased 
fimctionality  are  the  real  story. 

Tod  L.  Niedeck 
Dalton,  Mass. 
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SMOKESCREEN 

The  Truth  Behind  the  Tobacco 

Industry  Cover-up 

By  Philip  J.  Hilts 
Addison-Wesiey  •  288pp  •  $22 


ASHES  TO  ASHES 

America's  Hundred-Year  Cigarette  War,  th( 
Public  Health,  and  the  Unabashed  Triump 
of  Philip  Morris  •  By  Richard  Kluger 
Knopf  •  807pp  •  $35 


TWO  TALES  OF  SMOKE, 
DEATH,  AND  DECEIT 


There  may  come  a  day  when  peo- 
ple look  back  on  the  histoiy  of 
the  tobacco  industry  and  marvel 
that  such  a  thing  ever  existed.  Tliis  is  a 
business,  after  all,  that  slowly  kills  its 
best  customers.  It  argues  that  smoking 
is  an  exercise  of  fi'ee  choice — but  knows 
that  habitual  smokers  are  addicts.  The 
point  has  now  amved  where  the  indus- 
try is  arguing  in  state  lawsuits  that 
smoking  imposes  no  net  health-care  cost 
because  smokers'  prematiu'e  deaths  save 
states  money  in  the  long  run.  Like 
plague  victims,  smokers  get 
separated  from  the  normal 
population — glassed  inside 
aiiiDort  smoking  lounges  or 
banished  outdoors  to  suck 
their  death  sticks. 

If  the  tobacco  industry 
ever  does  draw  its  last, 
hacking  breath,  people  will 
look  back  on  the  mid-  to 
late-1990s  as  the  beginning 
of  the  end.  Consider  recent 
developments:  In  1994,  to- 
bacco cliief  executives  testi- 
fy before  Congi'ess  that  cig- 
arettes are  not  addictive 
and  deny  that  they  manipulate  nicotine 
levels.  But  a  treasiu'e  trove  of  documents 
from  Brown  &  Williamson  Tobacco  Coip. 
comes  to  light,  contradicting  both  asser- 
tions. Whistleblowers,  led  most  .signifi- 
cantly by  foiTner  B&w  reseai'ch  chief  Jef- 
frey S.  Wigand,  produce  damning 
assertions  backed  up  by  convincing 
records.  Antitobacco  lawsuits  make  un- 
precedented progi'ess.  Indeed,  Liggett 
Group  recently  settled  a  class  action 
seeking  recovery  for  addicted  smokers — 
the  industry's  fo'st  court  setback. 

This  historic  epoch  is  given  appro- 
priate notice  in  two  new  books.  Author 
Richard  Kluger  tracks  the  sweeping  his- 
tory of  this  peculiar'  industry  m  Ashes  to 
Ashes.  New  York  Times  health  and  sci- 
ence repor-ter  Philip  J.  Hilts  takes  a 


less  ambitious  course:  In  Smokesn  i 
The  T>-ath  Behind  the  Tobacco  Indu:.^ 
Cover-up,  Hilts  chronicles  the  tobsc 
industry's  most  recent  perfidies,  • 
marily  through  documents  that  \\ 
unearthed  as  a  r*esult  of  lawsuit 
r'egulatory  action  against  the  cigai  t 
companies. 

The  tobacco  story  is  red-hot  ri 
now.  Hilts,  on  leave  fr"om  the  Ti)}ii': 
write  his  book,  is  rushing  Smokesc, 
into  print — to  hit  bookstores  at 
same  time  as  Kluger's  tome.  His  pL 
lisher  even  takes  an  r 
gentlemanly     swipe  a 
Kluger's  work  in  pubU'fc 
materials  for  Smokescn') 
Meanwhile,  the  method'? 
Kluger" — known  for' 
painstakingly  careful  \s 
in  Simple  Justice,  a  histr 
of  the  1954  Supreme  Ccr 
school-desegr-egation  rul.j 
and  in  The  Paper,  his  ' 
tory  of  the  New  Ycn-k  I 
aid  Tribune — had  to  sta 
inserts  into  review  coje 
of  his  book  in  an  atterp 
to  include  the  latest  twt 
in  this  fast-moving  story. 

The  Kluger-vs.-Hilts  face-off  is  a  cia 
case  of  an  astute  800-page  doorstop 's 
a  br'eezy  heart-stopper.  The  Hilts  tea 
is  accessible  and  exciting  if  less  ti] 
authoritative.  Hilts  portrays  the  tobse 
industry  as  a  conspiracy  perpetua'»( 
through  at  least  50  years'  worth  of  1 ' 
tr'uths,  lies,  incredibly  shck  market 
and  big  dollops  of  political  cash.  . 
the  book  unwinds  almost  hke  a  Gr 
tragedy,  starting  with  a  top-secret  (wa 
else?)  1953  powwow  of  chief  executi-iis 
at  which  they  formulate  a  unified  pulic 
relations  strategy'  after  independent  e 
searchers  first  prove  that  cigarets 
cause  cancer. 

In  Hilts's  view,  the  industry's  1; 
flaw  is  its  knee-jerk  denial  response 


FACE-OFF:  8Q0-PAGE  DOORSTOP 
VS.  BREEZY  HEART-STOPPER 
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Now  is  a  parlic  ulariy  aoixl  umr  to  l)u\'  a  Compaq  [VoLianl 


4500  st-rvcr.  (As  il  iIu-ih'  were  cxcr  a  had  time.)  Tliat's 


because  from  now  imlil  Jime  30,  Compaq  w  ill  give  you  an 


Buy  Any  Qualifying  Compaq  Server  Now 


lnd  We'll  Throw  In  An  Extra  Processor  Board 


Compa^j  ProLiant  -7S00  Toner 


(Free) 

additional  processor  board  at  no  additional  cost* 
I)e|ien(iinu  on  the  model  vou  buv,  that 
can  mean  up  to  an  80"  o  boost  to  the  serx  er's 
|K  rt()rmance.  Antl  it  \'ou  decide  later  to  up^ratle 
to  Pentium  Pro  technolosjy,  you  can  protect  your  investment 
with  our  premium-tree  upt^rade  proaram.' 

To  take  advantaoe  ot  this  oHer,  call  your  local 
reseller  today.  Or  call  us  at  1-800-410  8458  to  locate    \  ^ 
the  Compaq  Reseller  nearest  vou.  Buying  a  ProLiant     r  C 
server  is  alwavs  a  smart  decision.  Buvina  one  now 
could  get  you  a  corner  ofiice. 
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'Source:  Moniingstar.  Data  a.s  of  12/31/95  and  includes  all  equity  and  bond  funds  tracked  by  Momingstar  Top-rated  funds  are  those  funds  that  have  a  4-  or  5-star  overall  Morni  si 
rating.  Fidelity  has  76  4-  or  S-star  rated  funds  out  of  1    funds  ;ls  of  1 2/31/05,  which  is  more  than  any  other  fund  family  Momingstar  equity  fund  universe  includes  domestic  mi  . 
funds  (which  include,  but  are  not  limited  to,  growlh,  growth  and  income,  and  equity-income  objectives),  international  stock  funds,  :md  specialty  funds.  .Momingstar  bond  fund 
universe  includes  both  t;ixable  and  nontiixable  bond  funds.    Fidelity  Distributors  Corporation.  Brokerage  services  provided  by  Fidelity  Brokerage  Services,  Inc.  Member  NYSi:,  S .. 


he  first  step  toward  realizing  your  financial 
als  is  finding  an  investment  company  with 
t  right  amount  of  experience,  the  depth 
resources,  and  a  track  record  of  helping 
llions  of  investors  pursue  their  financial  goals. 

company  like  Fidelity  Investments? 


Fidelity  offers  you  a  wide  range  of  financial 
options  and  convenient  ways  to  manage  your 
money  Of  course,  you  can  turn  to  Fidelity  for 
top-performing  mutual  funds.  And  while  past 
performance  is  no  guarantee  of  future  results, 
the  fact  is  we've  produced  more  of  Morningstar's 
highest-rated  funds  than  any  other  firm.' 

You  can  also  trade  stocks  at  a  discount.  Buy 
bonds.  Purchase  U.S.  Treasuries.  Request  timely 
market  information.  And  get  planning  tools  to 
help  you  make  the  right  investment  decisions. 
We  even  offer  thousands  of  mutual  funds  from 
200  other  well-known  fund  companies.  And 
you  can  do  it  all -24  hours  a  day,  every  day 
of  the  week. 

So  when  you  choose  Fidelity,  you're  not  just 
choosing  a  place  to  buy  stocks,  bonds,  or 
mutual  funds.  You're  choosing  a  firm  that  will 
give  you  the  power  to  be  a  more  successful 
investor.  Call  us,  visit  an  Investor  Center,  or 
access  our  Web  site  today.  Isn't  it  time  you 
had  Fidelity  Investments  working  for  you? 


Fidelity 
investments^ 


1-800-544-0003  24  hours  a  day  http://www.fid-inv.com 


ioin  America  Online:  Call  1-800-706-5577  for  10  free  hours. 

10652.001 

more  complete  information  on  any  fund  available  through  Fidelity,  including  charges  and  expenses,  call  for  a  free  prospectus.  Please  read  it  carefully  before 
I  invest  or  send  money. 
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RICHARD 


any  and  every  negative  assertion  about 
cigarettes  and  smoking.  A  link  to  cancer 
or  heart  disease?  Deny  it.  Cigarettes 
addictive?  Deny.  Targeting  underage 
smokers?  Managing  nicotine  levels  to 
guarantee  addiction?  Developing  tobac- 
co strains  with  super-high  nicotine  lev- 
ei.''?  Inventing  a  "safe"  cigarette  that 
would  make  all  others,  by  definition, 
seem  unsafe?  Deny.  Deny.  Deny.  Deny. 

It  v/orked  for  a  long  while.  But  Hilts 
shows,  in  dramatic  detail,  why  the  de- 
nial defense  is  unraveling  today.  In  some 
of  the  book's  most  gripping 
passages,  he  recounts  how 
the  first  batch  of  B&w  doc- 
uments got  dropped  in  his 
lap,  following  an  imsolicited 
phone  call  from  a  govern- 
ment source  that  he  had 
never  spoken  to.  He  also 
lays  out  the  tale  of  Meirell 
Williams — who  worked  as 
a  closely  watched  paralegal 
cataloging  incriminating 
documents  and  who,  horri- 
fied, reached  the  conclusion 
that  the  tobacco  companies 
were  covering  up  mur'der.  Hilts  brings 
life  to  Wigand's  straggles  for  control  of 
inforTnation  at  Br-ovni  &  Williamson,  pai'- 
ticularly  the  reseai-chei''s  charge  that 
company  lawyer  J.  Kendrick  Wells  al- 
tered or  even  destr'oyed  research 
records  to  prevent  their  eventual  use 
in  lawsuits  against  the  company. 

Hilts  offers  no  great  i-evelations.  The 
Times  has  already  published  his  best 
scoops.  But  he  does  great  service  by 
cr"oss-referencing  the  documentary  evi- 
dence against  the  continued  denials  of 
tobacco  executives,  under  oath  and  be- 
fore Congr-ess.  And  he  gives  the  lie  to 
industr-y  claims  that  it  does  not  tai-get 
young  smokers,  employing  per'suasive 
documentary  evidence  and  laying  out 
the  argument  that  they  must  do  so  in 
or-der  to  stay  in  business.  If  the  tobacco 
companies  can't  hook  smoker-s  befor-e 
they  tur-n  21,  studies  show,  they've 
probably  lost  them  for  good. 

Still,  for  all  his  righteous  indignation. 
Hilts  is  not  a  pr'ohibitionist.  "Cigarettes 
must  be  legal;  but  how  do  we  limit  car-- 
nage  from  this  subtle,  satisfying,  clever 
form  of  death?"  he  asks.  Hilts  calls  for 
mor-e  effective  r-egulation  and  notes, 
chiUingly,  that  one  of  the  most  effective 
solutions- — forcing  open  the  research  files 
of  the  tobacco  companies — -is  increas- 
ingly out  of  reach.  When  courts  today 
fi'eely  place  cor-porate  filings  under  seal 
of  secrecy,  and  even  goveriiment  agen- 
cies protect  tobacco  secrets,  they  sustain 
the  lies  that  allow  futur-e  generations 
of  smoker-s  to  be  hoodwinked. 


Kluger's  tome  is  the  polar  opposite 
of  Hilts's  book  in  tone,  br-eadth,  and 
depth.  If  it  is  indeed  a  door-stop,  it  is 
one  that  holds  the  door  open  so  we  may 
view  the  vast  expanse  of  this  industry's 
history  and  better  understand  how  Big 
Tobacco  came  to  its  present  state.  While 
Hilts  sometimes  borders  on  hysteria, 
Kluger  takes  a  tone  of  studied  objectiv- 
ity that  only  gr-adually  tur-ns  into  mild 
reprobation  in  later  chapters,  as  the  fiill 
weight  of  the  industry's  duphcity  comes 
to  light. 

The  str-ength  of  Kluger's 
wor'k  is  his  detailed  ac- 
counting of  every  phase  in 
the  tobacco  industry's  de- 
velopment. Most  reader-s, 
periiaps,  can  do  vnthout  the 
irrinutiae  on  ever-ything 
fr-om  industr-y  co-founder 
Buck  Duke's  Fifth  Avenue 
mansion  and  his  riu'al  New 
Jer-sey  r-etreat  to  Philip 
Mor-ris'  wTongheaded  pur-- 
chase  of  the  Seven-Up  soft- 
drink  company.  But 
Kluger-'s  thorough  r-esearch 
and  well-or-ganized  writing  make  this 
book  the  definitive — and  very  fair — his- 
tor-y  of  the  most  contr-over-sial  industry 
of  our  time.  The  very  scope  of  his  tale 
implicitly  makes  the  case  that,  as  in 
previous  crises,  the  industry  could  well 
survive  this  curr-ent  contretemps 
unscathed. 

Kluger  is  especially  adept  at  pointing 
out  the  dilemma  facing  cigarette  pro- 
ducers as  scientific  evidence  increasing- 
ly and  ir-r-efutably  demonstrated  that 
their-  products  wer-e  killing  people.  "The 
simple  truth  was  that  the  cigar-ette  mak- 
ers were  getting  richer-  and  richer  as 
the  scientific  findings  against  them  piled 
higher  and  higher;"  Kluger  writes.  "Be- 
fore anyone  fully  grasped  the  situation, 
the  choice  seemed  to  have  narr-owed  to 
abject  confession  and  surrender  to  the 
health  advocates  or  steadfast  denial  and 
r-ationalization." 

Just  as  Hilts  ar-gues,  in  the  end,  that 
the  tobacco  industry  should  not  be  leg- 
islated out  of  existence,  Kluger  also  sees 
a  futur-e  for-  Big  Tobacco.  He  provides  a 
framewor-k  for  letting  the  industry  sur- 
vive while  limiting  the  risk  it  imposes 
on  society:  new  feder-al  taxes,  strict  r-eg- 
ulation, and  hmitations  on  advertising. 
As  a  denouement,  this  is  not  entir-ely 
satisfying.  Following  such  detailed  ac- 
counting of  death  and  deceit,  it's  odd 
to  see  both  author-s  wishing  Big  Tobac- 
co a  long  if  less  happy  life. 

BY  DAVID  GREISING 
Greising    covers    tobacco  from 
BUSINESS  week's  Atlanta  bureau. 


BOOK  BRIEFS 

REPORT  FROM  IRON  MOUNTAIN  | 
On  the  Possibility  &  Desirability  of  Peace  ■ 

By  Leonard  C.  Lewin 
Free  Press  •  152pp  •  $20 

PEACE  SCARE 

True  satir-e,  as  distinguished  fi-om  js 
Saturday  Night  Live  variety,  is.T 
acquired  taste.  So  it  is  that  /?(/. 
From  Iron  Mountain  has  always  | 
voked  both  head-scratching  and 
nation.  Concocted  in  the  1960s  li; 
band  of  leftists  in  pm-suit  of  gelt  aiK  1 
in-gr-oup  giggle,  the  book  was  suci 
good  imitation  of  Vietnam-era  thi 
tankese  that  the  debate  over  its 
thenticity  was  front-page  news  iii 
New  York  Times.  Hem-y  Kissinge; 
clar-ed  it  a  hoax.  But  30  years  !. 
right-wing  mihtias  seized  on  it  anewi- 
a  suppressed  gover-nment  documeT 
Long  out  of  print  until  now,  the  l  i  j 
ists  passed  photocopies  hand-to-ham 
The  pr-emise:  Wcrid  peace  is  thr-tt 
ening  to  br-eak  out — and,  since  a  sta 
society  requires  war,  that  could  nn 
catastrophe.  Washington  or-ganizes  a 
cret  study  group  to  consider  the  ctm 
quences.  The  team  meets  in  a  variei 
places  including  Ir-on  Mountain,  an 
derground  nuclear-bomb  shelter-.  I 
group  decides  to  keep  its  repor-t 
cret — but  one  member  leaks  it. 

Viewed  as  a  caricatur-e  of  Waslii ; 
ton's  mindset,  Re- 
port is  a  small  mas- 
ter-piece. Ther'e's  the 
Whiz  Kid  fixation  on 
planning:  "It  start- 
ed with . . .  McNama- 
r-a,  Bundy,  and 
Rusk,"  confides  the 
leaker-.  "They  were 
impatient . . .  that  no 
really  serious  work 
had  been  done  about 
planning  for  peace."  The  report  ap 
simulates  the  value-fr-ee  style  associa 
with  defense  analyst  Herman  Kahr 
utilized  even  to  discuss  outlandish 
tions.  Attempting,  for  example,  to  fin 
substitute  for  the  ar-my  "that  can  n 
tr-alize  destabilizing  social  elements," 
gr-oup  ponders  "a  moder-n,  sophistica 
form  of  slavery."  But  it  despair's  t 
nothing  will  match  "the  war  syste 
for  delivering  social  cohesion,  econo: 
stabihty.  and  population  control. 

Funny?  Well,  yeah,  in  a  dark  soil 
way.  But  don't  look  for  Dan  Aykr( 
to  option  the  movie  rights  anytime  so 
BY  HARDY  GRE 


Report  Fi 
Iron  Moi  - 
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A  Brilliant  Deduction 


to  brighten  your  bottom  line  with  tax 
deductions  of  up  to  twice  cost-while 
illuminating  the  future  of  America's 
nonprofits?  Switch  to  product  giving 
through  Gifts  In  Kind  America.* 
Our  free  donation  management 
services  make  it  easy  for 
companies  to  donate  inventories 
of  everything  from  computer 
equipment  to  furniture,  clothing 
to  building  supplies. . .helping 
charities  nationwide  and  around 
the  globe.  Let  us  dazzle  you... 
with  a  giving  program  that 
leads  to  financial  benefits  for 
your  company,  and  lights  the 
way  for  others. 


Product  giving  - 
the  perfect  solution! 

For  more  information  on  how 
your  company  can 


get  involved,  contact: 


GUTS  IN  KIM) 

AMERICA 

700  N.  Fairfax  Street 
Suite  300 
Alexandria.  VA 
22314 

703-836-2121 


I  hoinus  Alva  Edisdii,  Inventor  ol  the  Eilectric  Litzht  Bulb  and  Other  Modern  Neeessities,  I K47-1M3 1 .     OI994  Ciit'ts  In  Kind  America 


Gifts  In  Kind  America... for  more  than  a  decade,  helping  hundreds  of  leading  companies 
contribute  half  a  bMion  dollars  in  products  to  tens  of  thousands  of  charities. 


echnology  &  You 


STEPHEN  H.  WILPSTROM  

^HO  NEEDS  BELLS 
m  WHISTLES? 


;  new  models  from 
1  may  look  stodgy, 
they  deliver 
d  performance 

"^his  is  shaping  up  as  a 
year  of  radical  re- 
.  design  for  notebook 
juters.  The  new  models 
feature  all  the  comforts 
he  desktop — from  big, 
ht  displays  to  massive 

drives.  Modular  designs 
allow  you  to  mix 
match  disk  drives, 
:OMs,  and  extra 
?ries.  And  a  com- 
ply new  "thin, 
i"  shape,  big 
igh  to  support  a 
1.  screen  but  bare- 
i  inch  thick,  should 
e  popular, 
smpared  vdth  this 
doscope  of  innova- 
Dell  Computer 
i.'s  new  Pentium-powered 
tude  XPi  laptops  seem 
ively  stodgy.  They  look  a 
ke  the  units  they  replace. 
fre  not  modular,  and 

lack  CD-ROMS  and  fancy 
d  systems.  But  they  may 
list  the  laptops  for  busi- 
people  on  the  go  who  are 
ing  for  steak  rather  than 
e. 

P  AND  FAST.  Indeed,  the 
Latitudes  are  no  slouch- 
Phey  come  in  two  basic 
els:'  the  $2,999  PIOOSD, 
.  a  100-megahertz  Pen- 
I  and  a  10.4-in.  passive- 
ix  screen,  and  the  $3,999 
5ST,  with  a  133  Mhz 
:ium  and  an  11.3-in.  ac- 
•matrix  display.  Both  in- 
e  540-megabyte  hard 
5s  and  8  MB  of  RAM.  New 
0  adapters  from  Neo- 
ic  give  fast,  crisp  dis- 
s.  The  Latitude's  weight. 


a  bit  over  six  pounds,  is  typ- 
ical for  notebooks  of  this 
class.  My  experience  sug- 
gests that  you  should  get  a 
good  four  hours-plus  from 
the  lithium-ion  battery. 

Buyers  will  probably  be 
smart  to  spend  $399  to  dou- 
ble the  memory,  to  16  MB, 
and  an  additional  $200  to  in- 
crease disk  capacity  to  810 
MB.  But  you  may  enjoy  sig- 
nificant savings  if  you're  up- 
gi'ading  ft'om  an  older  Lati- 


DELL'S  LATITUDE  XPi 

PROCESSOR 
Pentium,  100  or  133  Mhz 

DiSPLAY 
10.4-in.  passive  matrix  or 
11.3-in.  active  matrix 

MEMO'rY  !STANOARDAW;r" 
mo  MB 

HARD  DRIVE 
540  MB-1.2  GB 

STREET  PrIcE 
$2,999-$5,200 

DATA  DEU  COMPUTER  CORP 

tude  xp  or  XPi.  Dell  has  done 
something  all  too  rare  in  the 
laptop  business — gone  to 
some  lengths  to  protect  cus- 
tomers' investments. 

"Anything  you've  ever  piu"- 
chased  [for  a  Latitude  xp] 
since  August,  1994,  will  work 
on  your  new  notebook,"  says 
Latitude  brand  manager  Wes- 


ley W.  Laird.  That  means  the 
new  xps  will  fit  into  existing 
docking  stations.  Extra  bat- 
teries, spare  hard  drives,  and 
memory  upgrades  can  all 
transfer  from  old  xp  laptops 
to  new. 

TWO-IN-ONE.  The  savings  can 
add  up.  A  docking  station 
that  allows  easy  attachment 
to  a  network  and  hooks  up 
to  accessories  such  as  a  CD- 
ROM  or  desktop  monitor  goes 
for  $229,  while  a  spare  bat- 
tery fetches  $199.  Salvaging 
components  becomes  more 
important  as  companies  re- 
place some  desktops  with  lap- 
top-dock combinations,  a 
trend  Dell  sees  as  critical  to 
success  in  the  coiporate  mar- 
ket. "Information  managei's 
definitely  don't  want  to  buy 
two  computers  for  any  indi- 
vidual," says  Laird. 

I  was  impressed  by 
the  original  XPi  last 
summer  In  fact,  I  de- 
layed returning  an 
evaluation  loaner  to 
Dell  for  months  be- 
cause I  didn't  want  to 
give  it  up.  The  new 
models  fix  the  two 
worst  deficiencies  of 
the  originals.  Dell  has 
added  sound  that's  a 
bit  primitive,  but  ser- 
viceable. The  trackball,  which 
needed  frequent  cleaning  to 
remove  the  oil  and  other  and 
picked  up  from  your  fingers, 
has  been  replaced  by  a  Log- 
itech version  that  uses  more 
robust  optical  tracking  rather 
than  mechanical  contact. 

One  major  consequence  of 
Dell's  decision  to  stick  with 
its  basic  design  is  that  there 
is  no  room  for  an  internal  CD- 
ROM  drive.  That  knocks  the 
Latitude  out  of  the  multime- 
dia market,  but  Dell  says  its 
mainstream  business  cus- 
tomers don't  mind.  A  battery- 
powered  portable  cd-rom 
drive  is  a  $349  option. 

There  are  a  lot  of  fancier 
notebooks  on  the  market,  and 
more  will  be  appearing  in 
coming  weeks.  But  for  solid, 
untemperamental  perfor- 
mance, these  new  Dells  are 
tough  to  beat. 


BULLETIN  BOARD 


HARDWARE 
BYE-BYE,  FLOPPY? 

Reader  Catherine  Cleary  of 
Milwaukee  wonders  why  a 
retiree  with  no  interest  in 
games  or  other  multimedia 
would  want  a  CD-ROM.  In  a 
word:  software.  CD-ROMs  are 
replacing  floppies  for  software 
distribution.  The  move  to  CDS 
is  cheaper  for  producers  and 
helps  consumers.  Programs 


are  much  more  easily 
installed  from  a  single  CD 
than  a  pile  of  floppies,  and 
the  defect  rate  is  much  lower. 
By  next  year,  the  overwhelm- 
ing majority  of  programs  will 
be  distributed  on  CD,  with 
floppies  available  only  as  a 
special-order  option.  And  the 
CD  component  cost  for  com- 
puters is  minimal.  You  can 
buy  a  CD-ROM  upgrade  kit  for 
under  $200,  but  buying  a  new 
machine  without  the  drive  will 
save  only  $125 — if  you  can 
find  a  CD-less  computer. 

LAPTOPS 
NEXT-DAY  BAHERIES 

Rechargeable  laptop  batteries 
don't  last  forever  and,  as 
many  travelers  have  discov- 
ered, they  have  a  way  of  fail- 
ing at  the  worst  possible  time. 
Power  Express  (800  769-3739) 
carries  batteries  for  dozens  of 
notebooks,  including  many 
long-obsolete  models — and  it 
can  ship  you  a  replacement 
overnight.  For  batteries  no 
longer  stocked,  Power  Express 
will  custom  rebuild  your  power 
cells  at  a  cost  of  $30  to  $125, 
depending  on  type. 


QUESTIONS?  COMMENTS?  E-mail  tech&you@businessweek.com  or  fax  (202)  383-2125 


BUSINESS  WEEK  /  MAY  6,  1996  17 


A  Quantum  high-capacity  drive  isn't  merely 


a  faceless  storage  facility  for  all  your  data.  Its 


high-performance  and  high-capacity  features 


are  crucial  for  thousands  of  applications.  Take, 


for  instance,  "rapid  prototyping."  A  procedure 


■V; 


where  a  computer  and  a  laser  sculpt  plastic 


to  make  exact  bone  replacements.  To  do  so, 


the  computer  needs  one  of  the  fastest,  most 


reliable  drives  available.  Which  explains  why 


our  4  GB  high-capacity  disk  drives  are  used 


for  the  job.  The  result  allows  people  to  resume 


their  normal,  everyday  activities.  (Whether 


they're  into  swimming  or  simply  hanging  by 


their  fingernails.)  For  more  information,  visit 


our  Website  at  http://www.quantum.coij}; 


Or  give  us  a  call  at  1-800-624-5545,  ext.  140i 


(Mother  Nature  may  never  forgive  us  for  this;> 


Quantum' 


©1996  Quantum  Corporation.  The  Quantum  logo 
is  a  registered  trademark  of  Quantum  Cortioration. 


Economic  Viewpoint 


BY  GARY  S.  BECKER 


THE  NUMBERS  TELL  THE  STORY: 
ECONOMIC  FREEDOM  SPURS  GROWTH 


WINNERS: 

A  new  study 
shows  that 
GDP  and 
income  rise 
faster  in 
countries 
where  the 
state  exerts 
less  economic 
control 


Gary  S.  Becker,  the  199:^^  Nobel 
laureate,  teaches  at  the  University 
of  Chicago  and  is  a  Fellow  of  the 
Hoover  Institution 


The  collapse  of  communism  and  the  suc- 
cess of  the  Asian  Tigers  stimulated  a 
worldwide  movement  to  privatize  and 
deregulate,  for  these  events  appeared  to  in- 
dicate that  economic  freedom  is  much  more 
effective  than  government  control  in  promot- 
ing gTowth.  Revisionists  have  questioned  this 
conclusion,  but  it  receives  resounding  sup- 
port from  a  major  new  study  by  three 
economists. 

The  book,  Economic  Freedom  of  the  World, 
uses  17  categories  to  measure  the  degi'ees 
of  freedom  during  the  past  20  yeai's  in  more 
than  100  countries.  The  authors  estimate  re- 
strictions on  international  transactions  in 
goods  and  capital,  the  extent  of  price  con- 
trols, the  incidence  of  government-operated 
enterprises,  the  importance  of  government 
subsidies  and  transfers,  the  level  of  the  top 
tax  rate,  the  freedom  to  hold  money  abroad, 
and  the  extent  of  inflation.  These  factors  were 
then  combined  into  overall  indices  of  eco- 
nomic freedom  that  rank  countries  and  show 
changes  since  1975. 

The  indexes  provide  the  most  convincing 
evidence  yet  that  nations  are  unUkely  to  con- 
tinue to  gi'ow  without  appreciable  economic 
freedom.  Per  capita  gi'oss  domestic  product  in 
the  top  10  nations  on  the  freedom  scale  gi-ew 
at  an  average  rate  of  2.3%  per  year  from 
1980  to  1994,  compared  with  a  miserable  1.3% 
per  year  for  the  27  countries  at  the  bottom. 
The  closer  to  the  top,  the  faster  tended  to  be 
a  country's  rate  of  growth. 

Real  per  capita  income  levels  are  also  gen- 
erally much  higher  for  countries  with  gi'eater 
economic  freedom.  The  half-dozen  fi'eest  coun- 
tries had  several  times  the  per  capita  in- 
comes of  countries  in  the  middle,  and  more 
than  20  times  the  incomes  of  those  at  the 
bottom. 

BAD  RECORD.  The  evidence  shows  why  many 
African  nations  have  had  the  lowest  gTowth  of 
any  continent.  African  nations  there  occupy 
half  the  lowest  20  positions — including  Soma- 
lia, Zaire,  Nigeria,  and  Zimbabwe — while  only 
Mauritius  and  Botswana  rank  in  the  top  .50. 
South  Africa  is  in  the  54th  position,  followed 
by  Gabon  and  Chad  at  60  and  61. 

Apologists  blame  Africa's  bad  record  on 
its  extended  period  of  domination  by  colonial 
powers,  but  that  is  not  the  major  reason. 
Rather,  the  main  cause  appears  to  be  that 
after  independence,  many  African  nations 
were  led  astray  by  imitating  the  government- 


dominated  economies  of  communist  and  > 
cialist  countries. 

Since  most  nations  had  rather  stable  frt- 
dom  rankings  during  the  past  two  decadi. 
the  gi'owth  experience  of  countries  that  ma : 
major  changes  in  the  openness  of  the 
economies  is  especially  pertinent.  Output 
the  10  economies  with  the  largest  increa 
in  economic  freedom  had  an  average  rate 
growth  of  2.7%  per  year  from  1980  to  191 
whereas  the  10  nations  wth  the  biggest  fall  i 
fi'eedom  had  negative  gi'owth.  Chile,  Portug, 
Pakistan,  and  Mauritius,  the  four  less-de\  i 
oped  countries  that  became  significantly  fi'c 
grew  much  more  rapidly  than  the  in 
less  developed  nations — Honduras, 
Nicaragua,  and  Venezuela — that  greatly  rai> 
government  involvement. 

A  gi'owing  number  of  economists  deny  tli 
the  fast-growing  Asian  economies  are  ca- 
dence of  the  impoilance  of  fi-eedom,  claimiif 
that  governments  there  guided  economic  ; 
tivities.  They  point  out  that  Korea  used  gn- 
ernment  banks  to  allocate  capital  at  subh 
dized  rates  to  large  companies,  Taiwa 
controlled  imports  and  financial  markets,  ail 
Singapore  subsidized  foreign  investments. 

Nevertheless,  these  new  indexes  contli: 
that  despite  these  and  other  government  i 
terventions,  Asian  economies  have  general' 
been  much  freer  than  those  elsewhere.  Tin 
hold  many  of  the  top  rankings  on  the  fi-eedi 
scale:  Hong  Kong  is  No.  1,  Singapore  No., 
and  Japan  No.  10.  Even  Taiwan  and  Soui 
Korea  appear  to  be  laissez-faire  compart! 
with  most  countries,  for  at  16th  and  20t 
respectively,  they  rank  well  above  the  wori 
average,  partly  because  both  nations  raisi' 
their  rankings  since  the  1970s. 

Unfortunately,  politicians  usually  are  u- 
wilhng  to  take  unpopular  measures  to  redu' 
governmental  interventions  in  the  econon 
As  I  recently  illustrated  (BW— Apr.  8),  d 
spite  high  unemployment  rates  in  Westc 
Europe  during  the  past  few  years,  even  cd 
servative  governments  in  France,  Germar, 
and  other  Eiu'opean  countries  have  done  litt; 
to  deregulate,  apparently  because  they  fe' 
the  reactions  of  voters. 

These  new  estimates  provide  persuasi' 
evidence  that  economic  freedom  is  essenti 
for  economic  gi'owth.  Countries  suffer  uniK 
essarily  because  their  energies  and  imagiii 
tion  are  not  allowed  to  flower  in  a  t'n 
environment. 
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Mien  it  comes  to  choosing  an  employee  dental  plan, 
wi^ve  raised  the  options  and  lowered  the  price. 


Introducing  the  Choice  IJental  Plan  froni 
lue  Cross  of  Cahfornia.  The  revohitionary 
ew  plan  that  offers  employees  PPO,  HMO 
id  out-of-network  dental  care,  plus  the 
exibility  to  change  plans  as  often  as  they 
ant. 

And  now,  most  of  our  plans  can  deliver 
11  of  those  options  for  considerably  less 
lan  you  and  your  employees  would  expect 


to  pay —  thanks  to  our  expertise  in  managing 
plan  utilization  and  negotiating  fees  with 
thousands  of  participating  dentists. 

If  yom'  company  has  50  or  more  employees, 
call  your  local  Blue  Cross  broker,  consultant 
or  group  sales  office  for  more  information. 
And  we'll  show  you  a  plan  to  keep  eveiyone 
smiling.  Including  Accounts  Payable. 


Wt  Blue  Cross  of  California. 


ue  Cross  of  Qililni  iii;!  is  an  IndrpiMiilciit  IJc  cTisrc  ol' lhi>  Blue  Cmss  \ss(iciiili(in.  R  A  rci;islci  rd  Iriidc  rii;iil  nl  rlic  liinc  (  jnss  Vssoi  i.iliiiii.  c    |i)t)(i  llliic  Cniss  i>f  Calilni  iii,! 


How  Hnp<;  thp  rpd 


honest. 

Do  you  look  at  them  as  your  true  peers?  Or  do  you  think  they  care  too  much  about  chips  and 
LANs  and  GUIs,  and  not  enough  abcnit  margins,  production  goals  and  dehverables? 

We  know  how  you  feel.  At  SAP,  our  company  is  made  up  ot  people  with  business 
backgrounds.  And,  like  you,  we  can't  help  seeing  the  world  from  a  totally  business- 
oriented  perspective. 

On  the  other  hand,  we  make  software. 

And  from  our  rather  unique  perspective,  we  can  say  that  IS  managers  would 
definitely  like  to  spend  less  time  on  technological  minutiae  and  more  time  on 
strategies  that  will  improve  business.  But  they're  trapped  m  the  byzantine  complexities 
and  daily  crises  of  most  corporate  IS  systems. 

A  situation  that  can  be  alleviated  with  SAP  business  process  software. 

SAP  software  is  an  interconnected  suite  of  applications  that  links  your  entire 
company  together.  Across  systems,  across  sites,  and  across  departments. 

Its  various  modules  automate  the  processes  that  are  basic  to  the  business  of  running 
a  business.  From  fmancials  to  production  to  sales  to  human  resources,  and  more. 

Intormation  is  entered  once  and  only  once,  then  ciispersed  to  everyone  who 
needs  it.  Seamlessly.  Immediately.  Automatically.  So  people  are  able  to  act  faster. 
Improve  customer  service.  And  make  better  decisions,  using  accurate,  consistent, 
real-time  information. 

In  short,  SAP  software  lets  your  company  work  the  way  you've  always  wanted  it 
to  work. 

Not  to  mention  your  IS  managers.  SAP  software  eliminates  the  need  for  many  of 
the  technological  band-aids  that  currently  take  up  so  much  of  their  time.  So  it  frees 
them  to  focus  on  the  bigger  business  picture. 

More  than  6,(J0()  organizations  m  .SO  countries  are  already  using  SAP  software. 
From  single-site  companies  with  $50  million  in  annual  sales  to  multi-billion,  multi- 
national, multi-currency,  multi-lingual  conglomerates. 

You  can  start  with  one  or  two  modules.  Add  others  over  time.  Or  install  the 
whole  suite  at  once.  And  you  won't  wait  long  before  your  investment  begins  to  pay  for 
itself,  either.  Nearly  80%  of  all  installations  take  less  than  a  year. 

The  way  you  look  at  IS  managers  may  change  even  faster. 
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Economic  Trends 


BY  GENE  KORETZ 

CANDIDATES  FOR 
CURRENCY  WOES 

The  next  Mexico?  Take  your  pick 

Although  investors  became  a  bit  dis- 
illusioned with  emerging  economies 
after  the  Mexican  peso's  crash  in  late 
1994,  the  huge  profit  opportunities  of- 
fered by  such  markets  have  inevitably 
attracted  fresh  flows  of  investment 
funds.  Yet  as  Nariman  Behravesh  of 
DRi/McGraw-Hill  observes,  the  risks  of 
investing  in  emerging  markets  haven't 
disappeared.  "Poor  economic  policies  or 
political  instability,"  he  says,  "can  still 
precipitate  a  sudden  currency  decline." 

Where  is  the  next  currency  crisis 
likely  to  occur?  To  assess  the  risks,  dri 
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weighs  such  possible  danger  signals 
as  large  current-account  deficits,  low 
savings  rates  and  foreign  exchange  re- 
serves, and  capital  inflows  skewed  to- 
ward portfolio  rather  than  direct  in- 
vestments. It  also  assesses  such  political 
woes  as  wars  and  domestic  unrest. 

According  to  dri's  Global  Risk  Ser- 
vice, Bi'azil  ciUTently  heads  its  list  of  na- 
tions that  could  suffer  a  sizable  curren- 
cy depreciation  over  the  next  year. 
Others  high  on  the  list  include  Taiwan, 
Turkey,  Malaysia,  and  India  (chart). 

Economic  factors  threaten  Brazil's 
and  Malay.sia's  currencies.  Brazil's  ex- 
ploding budget  deficit  has  forced  the 
central  bank  to  jack  up  interest  rates  to 
quell  inflation,  leading  to  an  ovei-valued 
ciuTency  and  trade  imbalance.  Malay.sia's 
boom,  along  with  shortages  of  skilled 
labor  and  infi-astructiu-e  bottlenecks,  has 
imports  surging.  With  its  current- 
account  deficit  nearing  10%  of  gi-oss  do- 
mestic product,  investors  are  jittery. 

By  contrast,  Taiwan's  cun'ency  vul- 
nerability is  largely  due  to  a  political 
factor:  its  tense  relations  vdth  China. 


In  Turkey,  which  suffered  a  huge  de- 
valuation in  early  1994,  a  recently  elect- 
ed, shaky  coalition  government  may  be 
unable  to  implement  austerity  measures 
needed  to  curb  government  spending 
and  temper  a  chi-onic,  80%  inflation  rate. 
And  India's  currency  is  being  buffeted 
by  uncertainty  over  upcoming  elections, 
a  major  political  scandal,  a  worsening 
budget  deficit,  and  rising  inflation. 

Although  the  chances  of  a  big  near- 
term  currency  decline  in  any  specific 
nation  on  this  list  is  no  higher  than 
about  one  in  three,  Behravesh  notes 
that  the  likelihood  that  at  least  one  will 
suffer  such  a  crisis  is  well  over  50%. 
Thus,  "companies  investing  in  emerg- 
ing economies  would  be  wise  to  take 
steps  to  hedge  against  devaluation  in 
countries  where  their  exposui'e  is  lai'ge." 


DO  LARGE  STAKES 
INHIBIT  CEOS? 

Big  holdings  may  curb  risk-taking 

Rewarding  top  corporate  executives 
with  stock  options  seems  to  pro- 
mote shareholder  value.  But  can  it 
sometimes  be  too  much  of  a  good  thing? 

That's  the  question  raised  by  a  study 
in  the  Academy  of  Management  Jour- 
nal, which  finds  that  companies  whose 
senior  executives  and  directors  own  a 
sizable  chunk  of  the  entei-prise  seem  to 
exhibit  a  reduced  appetite  for  the  kind 
of  risk-taking  that  enhances  gi'owth. 

Researchers  led  by  Peter  Wright  of 
Memphis  State  University  sur\'eyed  872 
publicly  ti-aded  companies  with  median 
assets  of  $2  billion  in  the  mid-1980s  and 
early  1990s.  To  measure  risk-taking, 
they  used  the  standard  deviation  (de- 
gi-ee  of  divei-sity)  of  analysts'  forecasts 
of  earnings.  They  found  that  insider 
stakes  had  no  effect  on  risk-taking 
among  companies  whose  stock  price  was 
below  its  per-share  book  value.  But 
among  companies  whose  shares  exceed- 
ed book  value — presumably  reflecting 
growth  potential — risk-taking  rose  with 
the  level  of  insider  shareholdings  as 
long  as  such  ownership  was  below  7.5%. 

Once  the  size  of  holdings  hit  7.5%, 
however,  risk-taking  fell  as  insider  own- 
ership increased.  By  contrast,  institu- 
tional holdings  had  a  positive  effect  on 
risk-taking,  and  large  family  and  indi- 
vidual holdings  had  no  effect. 

"Our  findings,"  says  Wright,  "suggest 
that  while  it's  good  for  top  executives  to 
have  equity  stakes  in  their  company, 
they  may  gi'ow  excessively  cautious  if 
their  stakes  become  too  large." 


MULTINATIONALS 
ARE  EYEING  JAPAf 

A  ripe  time  for  direct  investment 

It's  still  only  a  trickle,  but  econn 
Joseph   Quinlan   of  Dean  W: 
Reynolds  Inc.  predicts  that  foreign 
rect  investment  in  Japan  via  strate 
alliances  and  plant  expansion  will  hi 
record  $6  billion  this  yeai;  almost  dou 
the  level  three  years  ago. 

As  Quinlan  sees  it.  Ford  Motor  C 
recent  decision  to  up  its  stake  in  Ma 
Motor  Corp.  was  especially  savvy 
light  of  unusually  favorable  cyclical  \  ;S- 
ables,  including  a  strong  dollar,  i- 
pressed  real  estate  prices,  and  al>i 
dant  skilled  labor  (the  jobless  r> 
among  college  gi"ads  is  more  than  1:-" 
With  hundreds  of  distressed  comp;; 
in  need  of  financial  help,  he  says,  "s; 
foreign  companies  are  likely  to  seize  u 
moment  to  build  strategic  alliance-  r 
the  world's  No.  2  economy." 

GOOD  NEWS  i 
ALOFT  AND  AFIEL) 

Key  gains  in  planes  and  grains 

Along  with  likely  pickups  in  consb 
spending  and  exports,  econ(! 
William  Dudley  of  Goldman,  Sac) 
Co.  points  out  that  U.  S.  econ. 
gi'owth  over  the  next  year  will  be 
stered  by  two  newly  positive  se<  ! 
aircraft  and  gi'ains. 

As  Dudley  notes,  commercial  !> 
production  fell  by  nearly  50%  fi'om 
to  1995,  but  is  now  up  sharply.  Oi  ( 
including  military  ones,  surged  by 
last  year,  to  $65.8  biflion;  backlog- 
rising.  Meanwhile,  after  sufferini: 
come  and  output  drops  last  year,  fai 
ers  are  expanding  plantings  in  the  la 
of  grain  prices  ^^^^••^""—^^ 
that  are  up  30%     AIRCRAH  OUTPU" 
to  40%  this  year.        TO  SOAR  AGAIN 

Dudley  figures 
that  aircraft  out- 
put will  add  0.3% 
to  growth  over 
the  nexi:  yeai".  And 
while  faiTn  output 
is  hostage  to  the 
weather,  the  sharp 
increase  in  income 
that  seems  already 
in  the  bag  vrill  fuel 
higher  equipment 
purchases  and  oth- 
er farmer  outlays. 
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The  latest  data  rolling  in  con- 
tinue to  reinforce  the  idea 
at  the  U.S.  economy  is  growing  modestly.  Over- 
as,  however,  the  news  coming  out  in  recent  weeks 
s  shoAvn  more  deviations,  with  some  economies  ex- 
Diting  a  stronger  tone  and  others  waning. 

Why  should  you  care?  Be- 
cause moi'e  and  more  econom- 
ic activity  is  global.  And  the 
course  of  foreign  growth  will 
have  a  significant  effect  on  the 
U.  S.  economy  in  1996.  That's 
why  the  latest  round  of  inter- 
est-rate cuts  in  Europe  mat- 
ters, as  does  the  improved 
outlook  for  overall  world 
growth. 

Meanwhile,  the  so-so  pace 
domestic  demand  will  slow  U.  S.  imports  and  help  to 
rrow  the  massive  trade  deficit.  But  not  by  much, 
cause  the  pickup  in  the  dollar  vdll  eventually  lower 
iport  prices,  and  domestic  demand  should  increase  in 
e  second  half.  Overall,  the  combination  of  robust  ex- 
rt  gains  and  moderate  import  grovidh  means  that 
reign  trade  will  be  a  small  plus  for  economic  growth 
1996. 

The  ailing  manufacturing  sector  will  be  the  prime 
neficiaiy  of  stronger  trade.  After  all,  the  gain  in  ex- 
rts  accounted  for  more  than  half  of  the  increase  in 
tput  last  year. 

S.  FACTORIES  COULD  USE  a  little  boost  right 
w.  New  orders  for  durable  goods  rose  a  surprisingly 
od  1.5%  in  March,  but  all  of  the  increase  was  in  de- 
nse orders.  Excluding  military  bookings,  orders  fell 
1%  in  March,  the  thii'd  straight  drop  (chart). 
Private  sector  demand  for  hardgoods  should  pick  up 
the  spring.  In  particular,  orders  for  cars  and  trucks 
ould  rise  now  that  inventories  of  motor  vehicles  are 
better  shape.  And  more  orders  are  likely  to  come 
)m  abroad,  helping  to  lift  exports  later  on. 
Exports  rose  in  February,  bouncing  back  by  2%,  af- 
r  a  1.9%  drop  in  January.  That  helped  to  shrink  the 
ade  deficit  to  $8.2  billion  ft'om  $9.9  billion  in  January, 
iports  in  February  slipped  0.5%,  partly  reflecting 
lling  oil  prices.  That's  not  the  case  anymore:  Oil 
ices  in  mid-April  are  $4,  or  21%,  higher  than  in  mid- 
ibruary.  So  look  for  a  larger  oil-import  bill  later  on. 
So  far  in  the  first  quarter,  the  trade  gap  is  running 
lOve  the  monthly  average  of  $7.3  billion  of  the  fourth 


quarter  (chart).  That  suggests  a  vddening  in  the  real 
net  export  figure  that  goes  into  the  gross  domestic 
product  data.  As  a  result,  foreign  trade  likely  sub- 
tracted ft'om  GDP  grov^rth  last  quarter.  That's  not  un- 
usual in  the  winter  period,  however.  In  the  past  three 
years,  net  exports  have  deteriorated  in  the  first  quarter 
compared  vdth  the  fourth. 

Since  July,  exports  have  been  grovraig  faster  than  im- 
ports. In  February,  exports  were  up  9.8%  from  a  year 
ago  and  imports  were  up  just  6.7%.  But  because  the 
volume  of  imports  is  so  much  larger  than  that  of  ex- 
ports, real  exports  have  to  grow  about  one  percentage 
point  faster  just  to  keep  net  exports  unchanged.  That 
means  if  real  imports  grow  5%  this  year — the  same  as 
in  1995 — exports  have  to  advance  about  6%. 

HOWEVER,  THE  IDEAL  is  for  the  trade  deficit  to 
shrink  and  contribute  to  economic  growth.  Luckily,  for 
1996,  several  factors  make  that  a  likely  possibility. 

Most  important,  many  overseas  economies  look 
healthier  than  they  did  at  the  end  of  1995.  For  example, 
America's  biggest  trading  partner,  Canada,  is  coming 
out  of  last  year's  slump  faster  than  expected.  And 
Mexico  is  stirring  out  of  its  deep  recession. 

Overall,  the  global  economy 
is  set  to  expand  by  3.8%  in 
1996,  according  to  the  latest 
forecast  of  the  International 
Monetary  Fund  released  on 
Apr.  17.  That's  up  from  the 
3.5%  rise  in  the  IMF  October 
forecast.  And  it's  better  than 
the  3.5%  gain  in  1995. 

The  U.  S.  forecast  is  little 
changed.  But  Japan  is  expect- 
ed to  grow  2.7%  in  1996,  com- 
pared with  0.9%  in  1995.  And  developing  countries 
vdll  continue  to  expand  much  faster  than  industrialized 
nations.  The  IMF  expects  developing  economies  to  grow 
6.3%  this  year,  on  top  of  a  5.9%  increase  in  1995. 

Still,  the  IMF  cut  its  projection  of  Eui-opean  growth  to 
1.8%  from  its  October  forecast  of  2.8%.  The  possible  re- 
cession in  Germany  has  dragged  dovra  other  Continen- 
tal economies.  But  even  here,  the  outlook  has  brightened 
a  bit.  The  Apr.  18  cut  in  German  short-term  rates  was 
quickly  matched  by  other  European  central  banks. 

The  dovniward  revision  to  Europe  is  not  as  omi- 
nous as  it  once  might  have  been.  Europe's  share  of 
merchandise  exports  has  slipped  over  the  years,  ac- 
counting for  22%  of  all  U.  S.  overseas  shipments,  dovm 
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from  29%  in  1990.  In  comparison,  sales  to  Canada  have 
been  stable  at  around  21%,  and  exports  to  Japan  have 
fallen  by  less  than  two  percentage  points,  to  10%. 

Exports  to  the  industrial  world  ai-e  still  growing,  but 
until  1995,  demand  from  developing  nations  had  been 
soaring  at  a  faster  pace.  Mexico's  peso  crisis  and  the 
spillover  to  the  rest  of  Latin  America  quelled  exports 
last  year,  but  the  outlook  for  '96  is  much  improved. 

The  key  reason  is  faster  economic  growth.  For  de- 
veloping countries,  income  gi'owth  is  a  bigger  determi- 
nant of  export  demand  than  are  exchange  rates  because 
many  countries  in  east  Asia  and  Latin  America  tie 
their  currencies  to  the  dollar.  Booming  China  has  in- 
creased its  purchases  of  U.  S.  goods  by  10.7%  in  the 
first  two  months  of  1996  compai'ed  with  1995.  Singapore 
shipments  were  up  22.8%,  and  Mexican  purchases  have 
rebounded  by  10.8%. 

SO  WHY  HAYEN7  U.S.  DEFICITS  with  these  coun 

tries  naiTowed?  The  problem  is  that  the  U.  S.  continues 
to  buy  more  from  these  economies  than  it  sells.  So  far 
in  1996,  U.S.  imports  of  Chinese  goods  are  up  11.5% 
from  1995,  and  Mexican  imports  have  grown  16.4%. 

Altogether,  imports  account  for  25.8%  of  U.  S.  pur- 
chases of  nonoil  goods.  That's  shy  of  the  25.9%  peak  in 
1995's  second  quarter  but  up  sharply  from  18.6%  at  the 
start  of  the  expansion  (chart).  That's  why  the  U.  S. 
trade  position  has  deteriorated  so  rapidly  in  the  1990s. 


GERMANY 


IMPORTS  KEEP 
ROLLING  IN 


Reflecting  the  U.  S.  spending  spree  on  productiv  y 
enhancing  business  equipment,  imports  of  capital  goit 
have  swelled  by  13.2%  over  the  past  year  Increa  jtl 
purchases  of  foreign-made  semiconductors  and  c(q- 
puter  accessories  lead  the  pack.  But  imports  of  low-t 
items,  such  as  metalworking  machine  tools  and  in 
trial  machinery,'  have  also  surged. 

Import  gi'owth  is  likely  to 
be  slower  this  half  than  in  the 
second.  For  one  thing,  domes- 
tic demand  will  be  peppier  lat- 
er on.  Also,  the  ongoing  ad- 
justment to  inventories  is 
cutting  orders  of  foreign-made 
goods  just  as  much  as  it  hmls 
domestic  supphes.  But  that 
process  should  end  soon.  In 
addition,  consumers  may  be- 
gin to  find  some  imports 
cheaper  because  of  the  dollar's  27.8%-  gain  against 
yen  and  its  8.3%  rise  against  the  mark  since  last  Aj 

Does  that  mean  the  best  trade  news  will  occur  in 
spring?  Not  necessarily.  As  long  as  foreign  econon 
grow  faster  than  the  U.  S.  does,  their  demand 
goods  labeled  "Made  in  the  U.  S.  A."  will  pick  up  stej 
The  upshot  is  that  strong  export  growth  can  nan 
the  trade  deficit  as  well  as  offer  support  to  manui 
turers  and  the  overall  economy. 
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GERMANY'S  SLIDE  PICKS  UP  SPEED 


The  Bundesbank  cut  short-term 
rates  earlier  than  the  financial 
markets  expected,  but  the  easing 
cannot  come  soon  enough  for  Ger- 
many's hurting  economy. 

On  Apr.  18,  the  Buba  trimmed 
a  half-point  off  its  dis- 
count rate,  to  2.5%, 
and  the  Lombard  rate, 
to  4.5%.  Equally  im- 
portant, central 
bankers  hinted  that 
rates  could  fall  fuilher 
to  help  jump  start  the 
economy. 

Certainly,  help  is 
needed.  The  latest 
data  suggest  that  real 
gross  domestic  product  fell  in  the 
first  quarter.  Industrial  production 
is  dowTi,  retail  sales  have  dropped 
at  a  4.3%  annual  rate  from  the 
fourth  quarter,  and  the  jobless 
rate  in  March  was  unchanged  at 
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10.4%.  Last  quarter's  drop  would 
follow  a  fall  of  1.6%  at  an  annual 
rate  in  the  fourth.  Back-to-back 
drops  in  real  gross  domestic  prod- 
uct usually  signal  recession. 
Moreover,  the  spring  quarter 
doesn't  look  very 
healthy.  Manufactur- 
ing orders  are  down  a 
steep  5.1%  from  a 
year  ago.  And  the  in- 
dex of  business  confi- 
dence in  west  Ger- 
many fell  to  90.4  in 
March,  the  lowest  lev- 
el in  two  years 
(chart).  Executives' 
assessment  of  cuiTent 
conditions  and  their  expectations 
for  the  future  have  both  been  de- 
clining. Confidence  in  east  Ger- 
many is  down,  too. 

Longer-term,  GeiTnany  will  feel 
the  drag  of  fiscal  austerity.  Bonn 


remains  committed  to  meeting  th 
Maastricht  Treaty  target  of  a  fed 
eral  deficit  equal  to  3%  of  GDP  by 
'97.  In  late  Api-il,  the  govemmen 
was  preparing  spending  cuts  of  u 
to  50  billion  marks  (U.  S.  $33  bil- 
lion). Some  private  analysts  think 
the  cuts  could  total  much  more. 

The  markets  were  expecting  a 
rate  cut  sometime  in  the  first  ha 
The  central  bank  had  room  to 
ease  because  inflation  remains 
tame.  Union  settlements  call  for 
wage  hikes  to  average  only  2%  i: 
1996.  And  consumer  prices  were 
up  just  1.5%  in  the  year  ended  ii 
March.  Prices  may  feel  some  up- 
ward pressure  from  rising  oil 
prices  and  the  weaker  mark.  But 
on  the  plus  side,  the  fall  in  the 
GerTnan  currency  will  give  a  boo 
to  exports — a  key  sector  for  the 
German  economy  and  a  source  fo 
much-needed  jobs. 
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Dave  I   "As    a    worldwide    provider  of 
Duffieldj,.  , 

I  client/server  business  applications, 

Pfop  I  eSof  t  I  we   depend   on  powerful 

database   technology  that 

enables   our   applications  to 

meet   our   customers'  needs. 

That's  why  we  partner  with  Informix.  Their 
leading  technology  and  commitment  to 
customer  success  fit  perfectly  with  our  own 
philosophy.  Together,  we  help  our  customers 
manage  a  constantly  evolving  enterprise." 


Kathy 
G  0  g  a  n 

VP  Partner 

Marketing, 
In  formix 


"Our  database  technology 
was  architected  to  meet 
the  demands  of  dynamic 
organizations.  PeopleSoft 
is  taking  advantage  of  that 
by  building  high 
performance, 
highly-scalable 
applications  that 
put  customers  a 
step  ahead,  and 
keep  them  there. 


At  Informix,  we  deliver  innovative  database  technology 
for  a  growing  number  of  industry  leaders  worldwide. 
By  teaming  with  companies  who  share  our  vision,  we 
provide  our  customers  with  the  solutions  they  need  to 
stay  ahead  of  change,  make  the  most  of  emerging 
opportunities,  and  gain  a  competitive  edge  in  business. 

U  INFORMIX' 

www.informix.com 


19%  Informix  Software.  Inc  Tfle  following  is  a  worldwide  trademark  ol  Inlormix  Software,  Inc 
or  its  subsidiaries,  registered  in  Itie  United  States  as  indicated  by  ®,  and  in  numerous  oltier 
countries  worldwide  Informix  All  other  companies  and  product  names  may  be  trade- 
marks of  their  respective  owners 


News:  Analysis  &  Commentary 


THE  PRESIDENCY 


BOB  OOLEFUL 

Low  on  cash  and  ideas,  he  has  pols  muttering  "Mondale" 


Right  about  now,  Bob  Dole's 
steamroller  victory  in  the  gop 
primaries  should  be  yielding  a 
handsome  payoff.  The  72-year- 
old  Kansan's  quick  win  gave  him  the 
chance  to  rest,  beef  up  his  campaign 
team,  and  fine-tune  his  message  for  the 
fall  matchup  with  President  Clinton. 
Instead,  Dole  is  flounder- 
ing— out  of  money,  out  of 
breath  in  the  treacherous 
cross-currents  of  the  Senate,  and  seem- 
ingly out  of  ideas  for  shaping  a  com- 
pelling message. 

Party  leaders  say  it's  way  too  soon 
to  panic.  But  Dole's  distress  is  a  cause 
of  increasing  concern  at  the  gop  grass 
roots.  There,  murmurs  are  spreading 
about  a  November  blowout  and  an  ac- 
companying "Dole-drag"  on  the  rest 
of  the  ticket.  Even  Rush  Limbaugh, 
normally  a  rubber-stamp  Republican 
loyalist,  has  lost  patience.  In  an  Apr. 
23  radio  broadcast,  the  conservative 
talk-meister  threatened  to  bolt  the 
party  if  Dole  keeps  flip-flopping  on  is- 
sues such  as  a  higher  minimum  wage. 
TAPPED  OUT.  Party  strategist  William 
E.  Kristol,  in  an  essay  penned 
for  the  Apr.  29  issue  of  The 
Weekly  Standard,  was  unusu- 
ally blunt:  "Bob  Dole  is  likely 
to  lose,"  he  warned,  urging 
conservatives  to  shift  strategy 
to  prevent  "a  Dole  defeat 
from  derailing  the  ongoing 
Republican  realignment."  Kris- 
tol's  advice,  which  has  been 
echoed  by  such  conservative 
heavyweights  as  GOP  virtues 
czar  William  J.  Bennett:  Re- 
publicans should  distance 
themselves  from  Dole-style 
pragmatism  and  wage  fall 


ELECTION  '96 


ty  pros  are  too  preoccupied  vdth  Dole's 
meanderings  to  focus  on  fall  strategy. 
"What  concerns  me  is  that  there  are  a 
whole  lot  of  people  who  have  decided 
that  this  thing  is  over,"  says  go?  con- 
sultant Edward  J.  Rollins.  "That  hap- 
pened to  Walter  Mondale,  and  if  it  hap- 
pens to  Dole,  it  would  be  devastating 
for  the  party." 

There's  no  question 
that  April  has  been  a 
vvretched  month  for  Dole.  New  financial 
disclosure  reports  show  that  he  has, 
at  best,  $2  million  to  spend  on  payroll, 
travel,  and  his  share  of  the  Republican 
convention  in  August.  The  Kansan 
went  through  most  of  his  allowable  $37 
million  preconvention  war  chest  fending 
off  Steve  Forbes  and  Pat  Buchanan. 
Now,  Dole  has  been  forced  to  shed 
most  of  his  230-member  staff,  forgo 
media  buys,  and  curb  travel.  While 
Dole  scrimps,  Clinton  can  tap  a  $21 
million  hoard  to  pay  for  TV  spots  in 
key  swing  states.  "Clinton  is  using  his 
money  advantage  to  define  Dole  any 
way  he  wants,"  notes  Rollins. 

Dole  is  also  paying  a  price  for  hang- 


APRIL:  HIS  GRUELEST  MONTH 


ELECTABILITY  A  new  Los  Angeles  Times  poll  shows 
President  Clinton  surging  into  a  55%  to  37%  lead  over 
Dole.  The  President  leads  among  independents  and  has 
a  stunning  27-point  edge  among  women. 

MONEY  Most  of  the  $37  million  preconvention  war 
chest  permissible  under  federal  rules  is  gone.  That 
leaves  Dole  with  only  $2  million  to  finance  his  campaign 
through  August.  Clinton  has  $21  million. 

SENATE  Recently,  Dole  lost  a  vote  on  medical  savings 
accounts,  had  to  pull  an  immigration  bill  to  stave  off 
embarrassment,  and  has  been  outmaneuvered  by  Clinton 


ing  on  to  his  job  as  Senate  Major 
Leader.  He  reckoned  that  deft  legis- 
tive  stewardship  would  underscore  Is 
image  as  a  pol  who  "delivers  while  CI- 
ton  talks."  Instead,  election-year  pro.- 
sure  has  made  the  Senate  an  unpi- 
dictable  place,  and  Dole's  reputation  h 
suffered. 

IN  A  BOX.  In  the  space  of  a  few  da,; 
he  had  to  pull  an  immigration  bill  iVc 
the  floor  to  fend  off  Democratic  amei 
ments,  lost  a  vote  for  tax-deferred  nif  ■ 
ical  savings  accounts,  saw  term  limj 
derailed  by  a  filibuster,  and  got  bacj 
outmaneuvered  by  Democrats  w 
forced  consideration  of  legislation  . 
boost  the  minimum  wage.  An  opponti 
of  the  hike.  Dole  now  concedes  the  un  - 
sure may  pass. 

He  hopes  to  regain  some  stature  s 
forging  an  agi'eement  with  Clinton  o\i 
legislation  to  fund  the  federal  govo)- 
ment  through  the  end  of  the  fiscal  \  < : 
On  Apr.  24,  the  White  House  and  <;t 
leaders  announced  a  $160  billion  d(. 
that  restores  some  funds  for  Clintr 
priorities  such  as  education  and  the  (■ 
vironment.  But  the  continuous  spectac 
of  Dole  failing  to  muster  su- 
port  for  House  conservativ; 
legislative  wish-list  or  havi? 
to  compromise  with  Clinton.^ 
troubling  party  regulars.  S;  ■ 
GOP  consultant  Eddie  Ma 
Jr.:  "As  long  as  Clinton  -jj 
his  minions  on  the  Hill  refit 
to  let  anything  happen,  D  e 
loses  every  day.  He  can't  ci 
tinue  like  this." 

Dole  seems  determined  r 
run  his  way  nonetheless — ji;- 
ghng  Senate  duties  while  f 
tries  to  sharpen  the  contt  ;^ 
vdth  the  President  in  a  si  i 


i  4.,M,  .  Uiau  I.  ^fy^  ,..  ^  "  

races  that  siress  tax  cuts  and  J^L"J["^_'I^:^_^S®-'1'-^^:   of  speeches.  Dole's  fu-st 


conservative  ideology. 

Republicans  know  that 
Clinton's  tenuous  political 
base  offers  Dole  a  decent  shot 
at  victory.  But  right  now,  par- 


NEWT  Newt  Gingrich  could  spell  trouble  for  Dole.  Ging- 
rich's disapproval  rating  stands  at  55%,  and  unhappi- 
ness  with  Gingrich's  agenda  is  creating  a  pro-Democratic 
tide  in  fall  congressional  races. 


came  on  Apr.  19,  when  t 
lambasted  Chnton  for 
pointing  "liberal  judges."  n 
coming  weeks,  he'll  addns 
declining  morality  and  te 
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onomy.  But  Republicans  concede  that 
ale  has  yet  to  find  a  cutting  issue  to 
3se  the  gap  with  Clinton. 
Dole's  failure  to  make  Americans' 
b  worries  work  for  him  is  a  nettle- 
me  problem  for  his  campaign.  In 
ay,  he'll  troop  to  the  Detroit  Eco- 
imic  Club  and  seek  to  link  workers' 
onomic  anxiety  and  the  growing  phe- 
imenon  of  two-earner  households  with 
Clinton  economy  that  Dole  claims  is 
rottled  by  taxes  and  overregulation. 
'he  economy  was  growing  at  4.3%  in 
e  quarter  when  Clinton  was  elected, 
:t  it  grew  at  only  0.5%  in  the  fourth 
larter  of  '95,"  says  a  Dole  operative, 
ale's  remedy:  tax  cuts  and  smaller 
ireaucracy. 

His  prescription  is  popular.  An  Apr. 
10  CNN/USA  Today  poll  found  that 
%  of  Americans  think  taxes  are  too 
^h.  Trouble  is,  few  voters  seem  ready 
blame  Clinton,  since  the  economy 
IS  grown  steadily  throughout  his 
nure.  "At  the  heart  of  Republican 
issimism  about  Dole,"  says  Alan  Hes- 
p,  a  political  scientist  at  Claremont 
cKenna  College,  "is  the  realization 
at  the  economic  issue  is  simply  dead 
r  him.  Yes,  there  is  anxiety  about 
yoffs,  but  most  of  the  anxious  side 
ith  Clinton." 

RING  BLANKS.  That  could  force  Dole 
to  ever  harsher  attacks  on  suspect 
smocratic  values  and  on  the  related 
pics  of  law  and  order  and  Democ- 
ts'  fondness  for  quotas.  An  assault 
1  Clinton's  character  flaws,  and  the 
ntrast  with  Dole's  constancy  and  pa- 
iotism,  is  crucial  to  the  strategy.  But 
ire,  too.  Dole  is  still  firing  blanks, 
nder  the  guidance  of  Dole  crony  Al- 
nse  M.  D'Amato  (R-N.  Y.),  the  Senate 
hitewater  hearings  may  have  become 
unterproductive.  Despite  the  GOP  in- 
liry,  a  Mar.  15-17  Gallup  poll  found 
at  56%  of  those  surveyed  think 
Mewater  is  irrelevant  to  Clinton's 
lility  to  be  President. 
So  how  to  snap  out  of  the  Dole- 
ums?  "It'll  take  the  character  issue, 
ith  something  like  his-and-hers 
/hitewater]  indictments,  or  a  foreign- 
(licy  blovvTip  in  some  place  where  the 
hite  House  has  committed  U.  S. 
oops,"  says  Heslop.  Party  pros  add 
at  Dole's  tough  barrage  on  values, 
upled  v«th  a  snazzy,  Buchanan-free 
invention,  could  also  close  the  gap. 
lit  time  is  short,  gop  partisans  con- 
de.  And  so  far.  Dole  hasn't  used  his 
iring  respite  to  do  much  more  than 
ise  doubts  about  his  abihty  to  go  the 
stance  in  November. 
By  Lee  Walczak,  with  Richard  S. 
unham,  in  Washington 


News:  Analysis  &  Commentary 


®B6lI  Atlantic 


NYNEX 


PHONE  PALS:  Stii  i 
and  Seidenberg  sc; 
they'll  still  go  aftf 
video — eventual!  i 


DEALS 


FOR  WHOM 

THE  BABY  BELLS  TOLL 

Why  the  Bell  Atlantic-Nynex  merger  rattles  AT&T  and  MCI 


What  a  difference  a  law  makes. 
Two  years  ago,  Bell  Atlantic 
Corp.  Chairman  and  Chief 
Executive  Raymond  W.  Smith  was 
eagerly  promoting  the  convergence  of 
telephones  and  TV.  At  the  time,  video 
was  the  only  new  market  the  highly 
regulated  Baby  Bells  were  allowed  to 
enter.  So  Smith  made  a  $22.1  billion  bid 
for  cable  operator  Tele-Communica- 
tions Inc.  and  announced  a  plan  to 
build  interactive-TV  networks  in  20 
markets.  But  convergence  wasn't  as 
easy  as  it  seemed:  the  TCi  bid  failed, 
and  technology  glitches  slowed  the 
video  rollout. 

No  matter.  Thanks 
to  telecom  reform.  Bell 
Atlantic  and  its  kin 
won  the  right  to  enter 
all  kinds  of  markets. 
The  result:  Conver- 
gence was  barely  men- 
tioned as  Smith  and 
Nynex  Corp.  Chair- 
man and  CEO  Ivan  G. 
Seidenberg  announced 
their  $22  billion  merg- 
er on  Apr.  :^2.  This  deal 
is  all  about  one  thing: 
long  distance. 


It's  a  market.  Smith  says,  that  "you 
can  enter  with  almost  no  investment, 
and  [find]  customers  more  than  willing 
to  try  you  out."  The  two  CEOs  still  insist 
the  merged  company  will  market  video 
services — eventually.  But  Smith,  who 
will  be  CEO  of  the  new  company  the  first 
year,  says  it  will  take  2Vi  to  4  years 
before  the  company  can  offer  interac- 
tive video  in  even  six  cities.  "We  are 
still  at  the  very  early  stages,"  admits 
Seidenberg,  who  will  succeed  Smith. 

Meanwhile,  the  new  Bell  Atlantic, 
as  the  merged  company  will  be  called, 
will  go  after  bigger  fish — AT&T,  MCi, 


THE  GAME  PLAN 


The  Bell  Atlantic-Nynex  mei-ger  will  mate  a  $27.8  Ml 
lion  behemoth  able  to  nim'kel  to  26  million 


CABLE  TV 

Eventually,  Bell 
Atlantic's  phone  net- 
work will  carry  TV  sig- 
nals. First,  it  will  roll 
out  wireless  cable  TV. 


LONG  DISTANCE 

With  some  $30  bil- 
lion in  long-distance 
calls  that  begin  or 
end  in  its  market,  the 
company  could  grab 
10%  to  15%  of  ■■mil 
that  business        @  Bell  AtlailtlC 
from  AT&T,  MCI, 
and  Sprint  within 
two  years. 


NYNEX 


and  Sprint.  That  is 
why  the  long-dv 
tance   giants  hte 
this  deal.  Both  att 
Nv  Corp.  and  MCi  Cm  - 
munications  Coi 
have    decried  t? 
merger  and  calld 
on  the  Justice  Del:, 
to  investigate  ] 
tential  antitrust  i 
plications.  Sprit 
has  been  quietei- 
perhaps  becau 
Nynex  and  Bell  . 
lantic  have  agrc 
to    resell  Sprint 
out-of-region  lor- 
distance  service. 
Legal  experts  say  there  is  lit 
basis  for  blocking  the  merger.  Shai 
holders  are  hkely  to  approve  the  di 
too,  despite  grumblings  that  Nym 
shares,  at  51/<5,  are  undervalued  in  i : 
stock  swap.  Nynex'  stock  dropp 
from  53  before  the  merger  was  :  - 
nounced  to  49  two  days  afterward.  Pi 
bankers  famihar  with  the  deal  ar 
that  the  price  is  still  above  tht 
range  Nynex  was  trading  at  befi  t 
word  of  the  merger  leaked  out. 
TOP  TURF.  Once  the  deal  is  comples, 
the  company  should  have  an  easy  tire 
scooping  up  long-distance  business  a 
the  world's  richest  communicatios 
market.  The  new  Bell  Atlantic  will  e 
the  second-largest  phone  company  i 
the  U.S.  It  will  rule  over  13  East( 
Seaboard  states  and  26  million  lou 
customers  that  hold  some  30%  of  te 
nation's  wealth.  About  $30  billion  n 
domestic  long-distance  calls  eith?" 
start  or  terminate  in  the  region,  s 
well  as  another  $4  biUion  to  $6  billin 
in  international  calls — one-third  of  te 
nation's  total  oversf? 
calls.  And  the  new  I  . 
Atlantic  is  the  m 
company  with  a  w 
into  every  home  :i 
business  in  the  regu 
Smith  knows  tl 
well.  A  certain  ])i 
centage  of  the  regin 
long-distance  busin(  - 
"falls  into  your  lap, '  e 
says.  Certainly  it  1? 
done  so  in  cellular:  T 
Bell  Atlantic-Nyn*. 
joint  cellular-phoe 
venture,  begun  in  -Tr 


WIRELESS  Bell 
Atlantic  and  Nynex 
combined  cellular 
operations  last  year. 
The  new  company 
can  package  wireless 
with  long  dis- 
tance and  local 
service,  taking 
on  AT&T  and 
others. 
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95,  has  gained  150,000  subscribers 
ice  it  started  offering  long  distance 
some  customers  at  the  end  of 
ibruary. 

It  won't  take  much  to  make  the 
me  offer  to  local-calling  customers, 
nith  says  the  new  Bell  Atlantic  will 
ve  to  spend  just  $400  million  to  add 
ig-distance  capability  to  its  local 
tworks,  a  process  that  has  already 
gun.  The  new  company  aims  to  pass 
e  Federal  Communications  Commis- 
m's  14-point  checklist  for  entering 
e  long-distance,  in-region  market  by 
e  end  of  the  year. 

It  won't  be  as  easy  for  long-distance 
rriers  to  grab  local-calling  cus- 
mers.  Under  the  new  law,  they  can 
ter  the  market  immediately.  But  for 
w,  long-distance  carriers  will  mostly 
ve  to  lease  capacity  from  Bell 
.lantic  at  a  small  wholesale  discount 
d  resell  it.  Yankee  Group  Inc.  con- 
Itant  Brian  Adamik  figures  the  long- 
stance  companies  will  still  be  able  to 
ab  about  15%  of  the  local  market 
is  way  during  the  next  two  years, 
t  they  won't  make  much  of  a  profit, 
ill  Atlantic,  though,  could  grab  15% 
the  long-distance  business  in  its 
^on — at  a  much  lower  cost. 
:OMISES,  PROMISES.  The  new  giant's 
ig-distance  profits  will  go  a  long 
ly  toward  financing  its  entry  into 
leo,  says  Seidenberg.  It  plans  to 
irt  signing  up  customers  in  1997  for 
I  Wireless,  a  video  company  that 
livers  programming  via  large 
ound  antennas.  Seidenberg  sees  the 
w  Bell  Atlantic  winning  500,000 
bscribers  in  a  year. 
Cable  operators  can  rest  easy, 
ough.  Sharon  Armbrust,  analyst 
th  Paul  Kagan  Associates,  figures 
me  Warner,  TCi,  and  Comcast,  big 
erators  in  the  new  Bell  Atlantic's 
gion,  are  about  to  become  the  part- 
rs  of  choice  for  long-distance  compa- 
ss. "Cable  companies  have  access  to 
e  local  customers  that  are  crucial  for 
w  services,"  she  says. 
Besides,  the  cable  industry  has 
ard  Smith's  grand  promises  before. 
[qw  often  do  you  hear  Ray  say  some- 
ing  that  sounds  very  convincing  and 
en  he  doesn't  do  anything?"  laughs 
e  cable  executive.  "He  always  puts 
t  timetables  and  then  he  always 
isses  them."  Bell  Atlantic  promised 
late  1994,  for  example,  that  it  would 
fer  video  to  3  milHon  households  by 
97.  So  far  it  has  one  experimental 
stem  in  Virginia,  and  a  tiny  commer- 
il  system  in  New  Jersey.  With  that 
nd  of  track  record.  Smith  must  give 
anks  every  day  for  telecom  reform. 
By  Catherine  Arnst  in  New  York, 
■th  Joseph  Weber  in  Philadelphia 
id  bureau  reports 
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CISCO  FINDS 
ITS  PANCHO 

StrataCom  is  the  sidekick  it  needs  to  be  No.  1  in  networking 


As  a  veteran  of  lum- 
bering companies  such 
as  IBM  and  Wang 
Laboratories  Inc.,  John  T. 
Chambers  doesn't  seem 
hke  a  guy  who  could  run 
one  of  high  tech's  hottest 
stars.  Even  his  father,  a 
retired  physician  who  dab- 
bled in  business,  swears 
Chambers,  chief  executive 
of  Cisco  Systems  Inc., 
isn't  "mean  enough"  for 
the  business  world.  But  on  Apr.  22, 
Chambers  pulled  off  one  of  the  biggest, 
meanest  deals  around:  Cisco  said  it 
would  spend  a  stunning  $4.1  billion  in 
stock  to  buy  StrataCom  Inc.,  a  leader  in 
a  crucial  new  computer  networking 
technology. 

Chambers'  bold  goal:  to  make  San 
Jose  (Calif.)-based  Cisco  as  dominant  in 
networking  as  Microsoft  Corp.  is  in  per- 
sonal computers.  A  salesman  by  trade, 
Chambers,  47,  has  made  a  string  of  six 
acquisitions  totaling  $4.6  billion  since 
last  August.  Now  he  thinks  Cisco  has  all 
the  pieces  in  place  to  dominate  the  busi- 
ness of  linking  computers  together  in 
networks.  Says  Paul  Deninger,  managing 
director  with  technolo- 
gy investment  banker 
Broadview  Associates: 
"Eveiy  time  the  rest 
of  the  industry  thinks 
they're  catching  up, 
Cisco  blows  right 
past  'em." 

HOT  STUFF.  Cisco  was 
already  outrunning 
chief  rivals  3Com,  Bay 
Networks,  and  Ca- 
bletron Systems  in  the 
market  for  routers, 
switches,  hubs,  and 
other  specialized  net- 
working gear.  Driven 
by  the  explosion  in 
the  Internet  and  cor- 
porate local-area  net- 
works (LANS),  Cisco's 
sales  are  expected  to 
rocket  70%,  to  $3.4 
billion,  in  the  fiscal 
year  ending  July  31. 
Its  stock  is  up  36%,  to 
about  50,  since  early 
Januaiy  (chart). 
By  buying  Strata- 


HIGHFLIER 


CISCO  SHARE  PRICE 
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QUICK  PITCH:  Chambers  sealed 
the  StrataCom  deal  in  two  weeks 


Com,  which  had  1995  sales 
of  $335  milhon.  Chambers 
will  fill  the  main  gap  in 
Cisco's  lineup:  network 
svidtches  based  on  emerg- 
ing high-speed  networking 
standards.  The  market  for 
such  switches  is  expected 
to  quintuple  in  size  by 
1998,  to  $8.4  bilUon. 

Jumping  into  such  a  hot 
market  is  tyjDical  of  Cham- 
bers' drive.  Starting  out 
at  IBM  in  1976,  he  watched  as  managers 
ignored  technology  changes  and  plunged 
the  company  into  a  funk.  Wang,  which 
he  joined  in  1982,  fared  worse.  As  its  se- 
nior vice-president  for  U.  S.  operations, 
he  had  to  lay  off  4,000  people — including 
friends.  "It  just  about  destroyed  him," 
says  his  father,  John.  So  in  1991,  Cham- 
bers switched  to  Cisco,  already  a  hot 
company,  as  executive  vice-president  and 
became  ceo  in  Januai-y,  1995. 
"EARLY  INNINGS."  The  StrataCom  deal  is 
vintage  Chambers.  In  mid-April,  short- 
ly after  ibm  announced  plans  to  resell 
key  switches  made  by  archrival  Cas- 
cade Communications  Corp.,  Chambers 
responded  to  the  competitive  challenge 
vrith  a  pitch  to  Strata- 
Com CEO  Richard  M. 
Moley.  While  on  vaca- 
tion in  Australia, 
Chambers  kept  in 
touch  with  negotiators. 
He  and  Moley  met  on 
Apr.  20,  his  first  day 
back,  and  closed  the 
deal  the  next  day. 

To  make  the  deal 
pay  off.  Chambers  has 
to  boost  StrataCom's 
24%  operating  margins 
closer  to  Cisco's  36%. 
But  mainly,  he  doesn't 
want  to  become  too 
cautious.  "We're  in  the 
very  early  innings  of 
this  game,"  he  says. 
Chambers  figures  if  he 
can  keep  throwing 
strikes,  Cisco  will  come 
out  a  big  winner  in 
the  end. 

Bij  Robert  D.  Hof 
in  San  Jose,  Calif., 
with  Paul  Judge  in 
Boston 
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TELECOMMUNICATIONS 

SPRINT'S  OFFSPRING 
TAKES  WING 

Cellular  company  360°  makes  a  half-billion  acquisition 
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Dennis  E.  Foster,  CEO  of  360°  Com 
munications  Co.,  is  determined  to 
kick  sand  in  the  faces  of  telecom's 
giants.  His  new  cellular  phone  company, 
spun  off  from  Sprint  Corp.  on  Mar.  7, 
had  revenues  of  only  $834  million  last 
year,  making  it  a  98-pound  weakling 
compared  with  such  cellular  network 
giants  as  at&t,  sbc  Communications, 
and  Bell  Atlantic.  But  Foster  is  deter- 
mined to  change  all  that — fast.  On  Apr. 
24,  360°  announced  it  will  buy  Indepen- 
dent Cellular  Network  Inc.'s 
wireless  operations  for  $518 
million  in  stock  and  assumed 
debt.  The  acquisition  will  add 
120,000  customers  in  Pennsyl- 
vania, West  Virginia,  Ohio, 
and  Kentucky  to  360°'s  roster 
of  1.5  milUon  customers. 

Chicago-based  360°  still  has 
a  way  to  go  to  live  up  to  its 
name,  which  is  supposed  to 
suggest  the  company  "sur- 
rounds and  supports  its  cus- 
tomers." Unlike  its  bigger  cel- 
lular rivals,  360°  has  no  local 
or  long-distance  services.  This 
acquisition  doesn't  change  its 
ranking  as  the  eighth-largest 

"FRYING  MINNOWS" 

CEO  Foster  is  focusing  on 
small  cities  and  rural  ^ 
markets,  where  he  expects  ^, 
minimal  competition  ^ 

vdreless  operator,  either  Plus,  it".s  about 
to  face  a  lot  more  competition  from  the 
next  generation  of  wireless  technolo- 
gy— a  lower-cost,  all-digital  version  of 
cellular  called  personal  communications 
service  (pcs)  that  will  roll  out  in  the 
U.S.  during  the  next  year  Most  of  its 
larger  rivals  are  betting  on  PCS.  Indeed, 
Sprint  spun  off  360°  so  it  could  focus  on 
the  newer  technology. 
THINK  SMALL,  ACT  FAST.  Foster,  though, 
is  a  true  cellular  beUever.  And  the  In- 
dependent Cellular  acquisition  is  part 
of  his  strategy  to  outpace  the  giants: 
Think  small  and  act  fast.  His  company 
operates  networks  in  small  cities  and 
rural  areas,  where  it  expects  minimal 
competition  for  three  years  or  so.  That's 


because  the  more  powerful  cellular  sig- 
nal has  an  inherent  advantage  in  loiral 
areas.  Because  PCS  operates  at  a  higher 
frequency,  it  requires  more  antennas 
per  square  mile  than  cellular.  In  dense- 
ly populated  cities,  that's  not  a  big  prob- 
lem. In  the  country,  it  can  add  signifi- 
cantly to  infrastructure  cost.  "It's  just 
not  economical  for  [pes  operators]  to 
build  out  these  areas,"  says  Steven  R. 
Yards,  a  Salomon  Brothers  Inc.  analyst. 
Foster  figures  that  by  the  time  the  larg- 


er wireless  companies  tut  u,-  on  his  ter- 
ritories, it  may  be  simpler  for  them  to 
buy  capacity  from  360°  than  to  build 
their  own  networks. 

The  company  already  has  one  leg  up 
on  the  competition:  It's  making  money,  a 
rarity  in  the  cellular  world,  where  high 
capital  costs  eat  up  profits.  On  Apr  23, 
360°  reported  a  first-quarter  profit  of 
$7  miUion,  compared  with  a  $5.9  mil- 
hon  loss  in  the  year-ago  quarter.  The 
company  also  has  one  of  the  highest 
market  penetration  rates  in  the  busi- 
ness— 7.6%  in  its  regions,  compared 
with  an  industry  average  of  6.3%. 

To  squeeze  out  more  growth,  360° 
wiW  try  offering  other  services  along 
with  cellular.  It  has  struck  deals  to  re- 


sell Sprint's  long-distance  and  Pagen  n 
Nationvdde's  paging  services.  The  vn 
pany  also  plans  to  resell  local  callinir 
for  now.  Ultimately,  360°  hopes  to 
place  traditional  vdred  phone  ser\ 
with  cellular — and  soon,  not  in  the 
years  most  experts  project.  "I'll  be  ( 
appointed  if  we're  not  [replacing  wi 
service]  within  a  three-year  windo 
says  Foster. 

What  360°  won't  be  doing  is  bran 
ing  out  to  new  regions.  The  Indep 
dent  networks,  for  example,  serve  sn 
cities  that  are  adjacent  to  existing  3 
markets.  "The  [regional  Bell  operat 
companies]  are  frying  big  fish,"  si 
Foster.  "Maybe  we're  frying  minno 
But  we'll  keep  frying  them." 

The  big  risk:  The  competition  mi 
go  after  the  minnows  as  well.  If  |! 
operators  defy  the  conventional  wisdl 
and  invade  the  company's  small  mf 
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kets  soon,  360°  could  see  falling  m- 
gins  and  minimal  revenue  growrth. 

Indeed,  those  companies  that  boujii 
PCS  licenses  in  360°'s  territories  nj 
decide  they  want  to  recoup  their  hej 
investments  quickly — in  as  many  m*- 
kets  as  possible.  "I  don't  know  ni- 
people  who  buy  a  car  and  then  let  ii 
in  the  garage,"  says  Keith  Paglusch,  >> 
erations  vice-president  at  Sprint  Sp;- 
trum.  Sprint's  wireless  venture  wh 
three  cable  companies.  The  ventie 
owns  a  PCS  Hcense  in  360°'s  Toledo  h 
gion.  For  now,  though,  360°  has  its  m' 
kets  to  itself.  And  the  longer  rivals  s' 
away,  the  more  this  98-pound  weakl;^ 
looks  like  Charles  Atlas. 

By  Peter  Elstrom  in  Chic(( 
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iWSUITS 


EAR  AND  LOATHING 
T  MITSUBISHI 


s  hard  line  raises  tensions  and  may  weaken  its  legal  position 


s  Mitsubishi  Motor  Manufacturing  of 
America  Inc.  making  a  bad  situation 
worse? 

Accused  in  early  April  of  counte- 
ncing  sexual  harassment  at  its  car- 
iking  plant  in  Normal,  111.,  the  com- 
ny  not  only  denied  the  allegations  but 

Apr.  22  paid  3,000  workers  a  day's 
iges  to  travel  to  Chicago  to  picket 
5  U.S.  Equal  Employment  Opportu- 
y  Commission's  regional  offices,  which 
pressing  the  case.  Back  in  Normal, 
•nplainants  still  working  for  Mitsubishi 
y  the  company's  tough  tactics  have 
t  the  plant  dangerously  on  edge.  "It's 
ry  much  a  hostile  work  environment," 
ys  one.  Adds  another:  "I  am  afraid." 
The  women  who  feel  most  targeted 
e  the  15  still  working  at  the  plant 
lile  pursuing  a  civil  suit  against  Mit- 
bishi  Motors  in  Federal  District  court 
Peoria,  111.,  that  is  separate  from  the 
ioc's  action.  Some  of  the  women,  who 
ve  been  reluctant  to  talk  to  the  press, 
tnplain  of  threats  by  co-Vi^orkers.  Ac- 
rding  to  plaintiffs'  attorneys  Patricia 
massi  and  George  Galland,  as  one 
)man  left  a  recent  gathering  of  em- 
jyees,  another  worker  snapped: 
/atch  your  back,  bitch."  Terry  Paz  has 
ceived  threatening  calls  and  found  a 
te  in  her  locker  that  read  "Die  bitch, 
u'U  be  sorry,"  the  lawyers  say.  Bath- 
om  graffiti  mentions  "hunting"  women 
10  cause  job  losses,  say  the  lavi^ers. 
'm  worried  about  the  physical  safety 

my  plaintiffs,"  says  Galland. 


Mitsubishi  Motors  General  Counsel 
Gary  Shultz  says  he  is  aware  of  only 
one  threat  involving  the  women,  the 
note  in  Paz's  locker.  "That  has  been  in- 
vestigated, and  beyond  that  I  can't  com- 
ment," he  says.  But  he  says  the  compa- 
ny has  fired  workers  in  the  past  for 
harassment  and  regards  any  such  be- 
havior as  grounds  for  firing.  The  eeoc 
allegations  are  unfair  because  the  com- 
pany has  always  acted  quickly  to  snub 
out  any  harassment,  contends  Shultz. 
"Our  pohcy  with  respect  to  sexual  ha- 
rassment is  zero  tolerance." 
LOBBYING  POWER.  Losing  the  harass- 
ment cases  could  prove  costly  for  Mit- 
subishi. On  Apr.  9,  the  eeoc  charged 
that  female  employees  at  the  plant  were 
subject  to  groping,  sexual  graffiti,  and 
abusive  comments  while  management 
took  little  or  no  disciplinary  action.  The 
EEOC  says  up  to  700  women  may  have 
been  affected  by  the  alleged  conduct. 
The  statutory  limit  on  damages  in  such 
cases  is  $300,000  each.  If  the  company 
loses  in  court,  it  could  be  the  largest 


Up  to  700  women  may 
have  been  affected  by 
alleged  sexual 
harassment 


SUPPORT:  A  protest  at  the 
EEOC's  Chicago  office 

sexual-harassment  award 
ever.  The  civil  suit  would 
come  on  top  of  that. 

The  question  now  is 
\\  hether  the  company's  stem 
response  to  the  allegations 
has  weakened  its  legal  posi- 
t]on.  On  top  of  subsidizing  the 
Chicago  demonstration,  the 
company  installed  telephones 
at  the  Normal  plant  so  em- 
ployees could  lobby  politicians 
about  the  eeoc  case.  It  also 
held  employee  meetings  in 
mid- April  at  its  cafeteria  dur- 
ing which  Shultz  pointedly 
noted  that  workers'  jobs  could 
be  jeopardized  if  this  case  is 
upheld,  say  employees  who  attended. 
Schultz  says  he  was  merely  repeating 
concerns  voiced  to  him  by  workers. 

Critics  contend  that  such  statements 
have  helped  poison  the  atmosphere  in 
the  plant.  "I  think  people  are  concerned 
that  this  could  hurt  car  sales  and  hurt 
jobs,"  says  Donald  Shelby,  vice-presi- 
dent of  United  Auto  Workers  Local 
2488,  which  represents  workers  at  the 
plant.  On  Apr  20,  the  UAW's  national 
leadership  condemned  the  company  for 
promoting  the  demonstration  and  for 
not  working  with  the  union  to  resolve 
the  harassment  charges. 
INTIMIDATION?  The  hostile  atmosphere 
at  the  plant  could  expose  Mitsubishi 
Motor  to  charges  of  intimidation,  legal 
experts  say.  Civil-rights  laws  prohibit 
companies  from  trying  to  coerce  work- 
ers into  not  making  or  pursuing  com- 
plaints. "They  may  be  increasing  rather 
than  decreasing  their  potential  liabili- 
ty," says  Mary  E.  Becker,  a  professor  at 
the  University  of  Chicago's  law  school. 
"Compensatory  damages  could  also  be 
available  for  charges  of  retaliation." 

The  company  also  may  be  perceived 
as  trying  to  intimidate  the  eeoc,  the 
experts  say.  "Mitsubislii,  by  encoui*aging 
the  march  on  the  EEOC,  seems  to  be 
taking  an  unprecedented  step  in  orga- 
nizing workers  to  influence  the  decisions 
of  a  federal  agency,"  says  Frank  Cassell, 
professor  emeritus  of  Northwestern 
University's  J.  L.  Kellogg  Graduate 
School  of  Management. 

More  than  100  other  companies  bear 
the  Mitsubishi  name  and  are  loosely  af- 
filiated with  the  carmaker.  Some  are 
griping  that  the  tough  tactics  will  hurt 
their  image,  too.  A  Tokyo  spokesman 
for  Mitsubishi  Motoi-'s  Japanese  parent 
says  it  has  no  plans  to  intei-vene.  But  if 
the  strategy  at  Normal  gets  any  more 
aggressive,  that  could  change  in  a  hiury. 

By  Peter  Elstrom  in  Chicago,  with 
Edith  Hill  Updike  in  Tokyo 
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COMIVIENTARY 

By  Christina  Del  Valle 


HOW  TO  END  THE  FREE  RIDE  AT  THE  FAA 


For  decades,  user  fees  have  been 
a  cornerstone  of  conservative 
economic  policy.  The  market- 
place-grounded idea  is  to  make  users 
of  public  sei-vices,  not  taxpayers,  pay. 
If  you  drive  on  a  toll  road  or  have 
your  disabled  boat  towed  to  port  by 
the  Coast  Guard,  you  foot  the  bill. 

Yet  now  that  the  CUnton  Adminis- 
tration wants  to  impose  user  fees  on 
airlines  and  general  a\iation,  conser- 
vative Repubhcans 
are  suddenly  getting 
cold  feet — despite 
the  faa's  dire  need 
for  more  cash  to 
keep  up  with 
growth.  The  number 
of  planes  using  the 
air-traffic-control 
system  is  projected 
to  grow  by  more 
than  10%  by  2000. 
Meanwhile,  the  de- 
crepit radar-guid- 
ance network  at  ma- 
jor U.  S.  airports 
sorely  needs  an 
overhaul,  estimated 
to  cost  $37.3  billion. 

Unfortunately, 
calls  to  bring  bottom-hne  business 
practices  to  the  Federal  Aviation  Ad- 
ministration have  been  thwarted, 
largely  thanks  to  the  corporate-  and 
business-plane  lobby.  Owners  of  small 
planes  pay  only  a  fraction  of  the  cost- 
ly FAA  services  they  use,  and  plane- 
makers  fear  that  higher  operating 
costs  would  cut  into  aircraft  sales. 

The  industry  has  long  had  formi- 
dable boosters  on  Capitol  Hill — Sen- 
ate Majority  Leader  Bob  Dole,  Re- 
publican Senator  Nancy  L. 
Kassebaum,  and  former  Democratic 
Representative  Dan  Ghckman,  now 
Agriculture  Secretary.  All  are  strong 
advocates  of  the  market — except  in 
this  case.  Why?  Cessna  and  Learjet, 
the  largest  U.  S.  makers  of  small 
jets  and  business  aircraft,  are 
Kansas-based,  and  Dole,  Kassebaum, 
and  Ghckman  are  all  from  Kansas. 

Such  alhes  have  won  impressive 
results  for  the  private-jet  industry: 
In  1991,  corporate  aviation  consumed 
more  than  $817  million  in  federally 
subsidized  airway  services  while  pay- 


ing only  $95  million  in  fuel  taxes,  ac- 
cording to  a  1995  study  by  Gellman 
Research  Associates  in  Jenkintown, 
Pa.  "The  people  who  least  need  pub- 
lic assistance  in  this  country  are 
those  who  own  their  own  planes," 
says  Carol  Cox  Wait,  president  of 
the  Committee  for  a  Responsible 
Federal  Budget.  "Why  should  the 
general  treasiuy  bear  this  burden?" 
Indeed,  there's  never  been  a  better 


The  cost  of  America's  air  system  should 
be  borne  by  users-not  taxpayers 


time  to  push  faa  reform  through 
Congress.  Kassebaum  retires  next 
January,  and  Dole  will  be  preoccupied 
through  November  with  his  Presiden- 
tial campaign.  Besides,  a  crisis  looms: 
The  10%  airUne-ticket  tax  that  goes 
to  the  aviation  trust  fund  to  pay  for 
FAA  operations  wasn't  renewed  on 
Jan.  1  because  of  the  budget  impasse. 
The  uncommitted  $6  billion  balance  in 
the  fund  is  expected  to  be  tapped  out 
by  October.  "The  trust  fund  is  being 
held  hostage  to  politics,"  says  Darryl 
Jenkins,  head  of  the  Aviation  Foun- 
dation, a  Washington  think  tank. 

If  Congress  is  serious  about 
shoring  up  the  faa's  finances  to  en- 
sure a  safe  and  modem  aviation  net- 
work, it  will  stand  up  to  general  avi- 
ation and  others  that  are  hitching  a 
free  ride  on  the  faa. 

Here  are  some  places  to  start: 
■  Figure  out  the  faa's  costs.  A  thor- 
ough analysis  of  the  costs  of  the  atc 
system  has  yet  to  be  done,  even 
though  the  system  is  estimated  to 
eat  up  70%  of  the  faa's  budget.  Once 


details  are  known,  users  can  be 
charged  equitably.  f 
■  Impose  fees  on  users  of  the  atc  ^' 
system.  Controllers  expend  as  much  ) 
time  directing  an  eight-seat,  twin-en-  i; 
gine  business  jet  cairying  three  exec-  - 
utives  as  they  do  guiding  a  400-seat 
747.  Under  a  new  system,  each  could 
pay  for  every  minute  they  speak  to  a 
controller  Then,  airUnes  and  general  % 
aviation  could  be  charged  on  a  sUding  i 
scale  for  the  costs  of; 
the  vast  guidance  > 
system  based  on, 
say,  a  plane's 
weight,  number  of 
seats,  passengers 
carried,  or  time  of 
day  flown. 
■  Charge  for  faa  li- 
censing and  certifi- 
cation services.  Air- 
craft makers  can't 
sell  many  products 
without  the  faa's 
imprimatur,  faa  Ad- 
ministrator David  R. 
Hinson  says  some 
90  FAA  engineers 
spent  125,000  hours 
certilying  Boeing 
Co.'s  new  777 — all  at  taxpayers'  ex- 
pense. The  feds  can  no  longer  afford 
to  bestow  such  largesse  on  industry. 

That's  not  the  only  place  where 
the  FAA  has  given  away  the  store. 
The  agency  pays  $400  milhon  a  year 
to  maintain  136  flight-service  sta- 
tions, where  general  aviation  can  file 
flight  plans  and  receive  up-to-the- 
minute  weather  reports — all  for  free. 
When  the  faa  established  takeoff 
and  landing  slots  at  foiir  of  the  na- 
tion's most-crowded  airports,  it  gave  ' 
them  away  to  airlines — who  now  buy,  ( 
sell,  and  trade  these  hot  assets  for  ' 
up  to  a  million  dollars  each. 

In  March,  FAA  leaders  announced  ? 
new  personnel  and  procurement 
rules,  hailed  as  big  steps  toward 
making  the  faa  more  efficient.  That 
made  for  good  press,  but  a  refresher 
course  in  market  theory — and  some 


I 


congressional  backbone 
taxpayers  better. 


-would  serve 


Del  Valle  covers  transportation 
from  Washington. 
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In  the  past,  winning  new  business 
was  a  black  or  white  proposition. 


^AW  CORPORAT/O 


Introducing  the  future. 
The  HP  Color  LaserJet  5. 


First  impr  essions  are  important,  but  business 
is  often  won  or  lost  based  on  last  impres- 
sions. So  why  shouldn't  your  proposals  be 
as  impactful  and  persuasive  as  possible? 
With  the  new  HP  Color  LaserJet  5  printer, 
they  can.  Dramatic  improvements  in  tech- 
nology allow  the  Color  LaserJet  5  to  create 
1200  dpi  equivalent  image  quality,  literally 
producing  nullions  of  permanent  solid  colors. 
The  Color  LaserJet  5  is  compatible  with  all 
popular  software  and  is  fully  networkable. 
Best  of  all,  with  its  remarkably  low  cost  of 
ownership,  you'll  be  amazed  at  how  little 
it  costs  to  add  color  to  your  documents. 
Call  1-800-LASERJET  Ext.  1443  for  some 
thorouglily  convincing  print  samples.  So  you 
can  start  claiming  business  victories  today. 


16  Hewlett-Packard  Companv  See  us  at  http //uvwm  hp  com  PE12593 


HEWLETT 
PACKARD 


News:  Analysis  &  Commentary 


INVESTIGATIONS 


MORE  EVIDENCE 

OF  HIDDEN  HOLOCAUST  CASH 

Did  the  Swiss  come  clean?  Newly  revealed  files  raise  concerns 


It  has  been  widely  held  that  officially 
neutral  Switzerland  quietly  abetted 
Nazi  GeiTnany  dming  World  War  II. 
But  Swiss  bankers  long  have  denied 
charges  that  they  ai-e  still  hoarding  as- 
sets that  once  belonged  to  Jewish  Holo- 
caust victims.  An  examination  by  Swiss 
bankers  in  1995  turned  up  only  $32  mil- 
lion— most  of  it  50  yeai's'  worth  of  inter- 
est that  accumulated  on  small  deposits. 

But  a  newly  declassified  cache  of 
U.  S.  intelligence  documents  raises  skep- 
ticism in  Congi-ess  about  whether  Swiss 
banks  have  come  clean  about  their  Holo- 
caust holdings.  Fueling  suspicions  are 
Treasury  Dept.  records  ft'om  Operation 
Safehaven,  a  postwar  effort  to  locate 
Nazi  plunder,  that  suggest  the  Swiss 
have  understated  their  holdings  and 
their  complicity  with  Germany.  "There  is 
more — there  has  to  be,"  Senate  Banking 
Committee  Chairman  AJfonse  M.  D'Am- 
ato  (R-N.  Y.)  fumed  at  an  Apr.  23  hear- 
ing. Added  Representative  Benjamin  A. 


Oilman  (R-N.  Y.):  "We  cannot  rest  while 
unnamed  individuals  profit  from  the 
deaths  of  the  6  million." 

Among  the  most  reveahng  pieces  of 
evidence  is  a  Safehaven  document  dated 
July  12,  1945,  that  lists  182  accounts 
held  by  Geneva-based  Societe  Generale 
de  Surveillance  (SGS)  for  mostly  Ro- 
manian Jewish  depositors.  Worth  $2  mil- 
lion at  the  time,  these  holdings  are  now 
worth  $20  million.  Lawmakers  are  also 
examining  whether  Swiss  bankers  have 
revealed  all  of  then-  Nazi  gold  holdings. 
Swiss  officials  turned  over  $250  miUion 
in  gold  shortly  after  the  war,  but  new 
Ti-easury  records  show  that  during  one 
thi"ee-month  period  alone,  more  than  21 
tons  of  gold,  worth  $21.5  million  at  the 
time,  were  shipped  from  Berhn  to  Bern 
with  the  help  of  the  Nazi  central  bank. 

More  troubling,  congressional  inves- 
tigators want  to  know  if  the  Swiss 
helped  Nazis  hoai'd  looted  wealth  as  the 
war  wound  down.  One  1945  document 


NAZI  PLUNDER:  Wedding  rings  take  \i 
from  Buchenwald  victims,  19^5 

charges  that  Credit  Suisse  and  Urv 
Bank  of  Switzerland  during  1944  "j^: 
formed  activities  on  behalf  of  the  Na' 
including  credit,  cuiTency  exchange,  ,i 
interbank  transfers.  And  according! 
a  1947  document  that  described  Sv 
Bank  Corp.'s  wartime  activities,  Ti 
sury  officials  concluded  that  SBC  1 
frequently  falsified  documents  to  h 
the  Gennan  ownership  of  assets.  W 
presented  with  the  evidence,  Swiss 
ficials  deemed  it  "in  the  pubhc  inl 
est"  not  to  prosecute  its  banks.  Cn 
Suisse  and  Swiss  Bank  have  adopte 
no-comment  policy  about  that  perio( 
"PEANUTS."  Swiss  bankers  take  umbrii 
at  the  accusations  that  they're  hidij 
assets.  SGS  officials  say  they  don't  krtj 
anything  about  the  Romanian  depo^ 
And  UBS  insists  that  a  rigorous  se;i 
has  turned  up  only  $10.5  million 
deposits.  "That's  peanuts,"  UBS  Pr 
dent  Robert  Studer  said  at  a  Ma 
press  conference.  Swiss  bankers — 
damage  control  team  in  Washington 
eludes  former  Bush  White  House  Cc 
sel  C.  Boyden  Gray — seem  eager 
head  off  a  backlash  from  hostile  I 
lawmakers  and  the  White  House.  ' 
Swiss  Bankers  Assn.  recently  agr 
to  establish  a  panel  of  bankers  and  J 
ish  leaders  to  oversee  the  investigai 
and  named  an  ombudsman  to  assis 
searches. 

In  the  end,  anyone  hoping  to  disc: 
new  deposits  will  be  disappointed, 
Swiss  say.  Claims  from  descenda 
have  been  refused,  because  they  ' 
supported  by  almost  no  informati( 
Bank  Julius  Baer  &  Co.  Chairman  H 
J.  Baer  told  Congi-ess  on  Apr.  23.  ' 
predicted  that  a  final  accounting 
show  that  virtually  all  holdings  "ah-e 
have  been  identified." 

But  lawmakers  and  Jewish  lea( 
say  that  the  Swiss  are  making  it 
difficult  for  descendants  to  stake  t^ 
claims  by  charging  $250  search  fees 
demanding  unreasonable  documentat 
The  controversy  is  already  dama^ 
Swiss  bankers'  image.  If  the  new  di 
ments  are  an  accurate  guide  to 
the  Swiss  have  to  pay  back,  it  ct 


damage  their  balance  sheets,  too. 

By  Dean  Foust  in  Washingtori,  t 
Neal  Sandler  in  Jerusalem  and  J 
Parry  in  Geneva 


In  one  three-month  period  alone,  more  than  21  tons 
of  gold  were  shipped  from  Berlin  to  Bern 
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And  now  you  know  with  MCI  World  Savings;"  select  as  many  numbers  as  you  like 


24  Hours  a  Day 


and  you'll  always  get  one  low  rate,  24  hours  a  day,  to  each  country. 


or  direct  dial  calls.  S3  mo.  tee.  Exc  promos. 


For  Citizdits  of  the  Wbrld^ 
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Careful, 
The  Edges  Are  Sharp 
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•  /Cr>;fss  FMny  ■^>^^^,\^ 

•  Pniv/s  n(<n£ii'\  ^t.w 

•  I.I  /V/fK/OK' 


HEN  THE  ENGINEERS  at  Acura  were  told  to  design 
omething  "cutting  edge,"  they  took  the  words  quite  hterally. 

The  result  may  well  be  the  most  exciting  luxury 
ports  coupe  to  date.  The  new  Acura  2.2CL. 

Consider  its  sweeping  profile  and  the  subtle  crease 


4-wheel  double-wishbone  suspension  on  ]6-inch  alloy  wheels 
delivers  a  smooth  ride  while  holding  the  road  like  a  loved  one. 

In  the  roomy  yet  intimate  cabin,  you'll  find  the  look 
of  rich  wood  trim,  an  Automatic  Climate  Control  System,  a 
power  moonroof  and  a  six-speaker  CD  sound  system. 


hat  bisects  this  car  from  the  grille  to  sculpted  trunk- which, 
hanks  to  a  unique  security  system,  is  not  marred  by  so  much 
IS  a  keyhole.  But  naturally,  the  beauty  of  the  Acura  CL  goes 
ar  deeper  than  its  striking  body.  A  responsive,  2.2-liter 
^TEC  engine  belts  out  a  tribute  to  its  racing  heritage.  The 


Designed,  engineered  and  built  in  America,  the  Acura 
CL  manages  to  be  something  that  is  increasingly  rare  in  a 
luxury  sports  coupe:  an  automobile  that  doesn't  just  cut 
through  the  wind,  it  cuts  through  the  clutter.  ^^^^ 

For  more  information, call  1-800-TO-ACURA.  jt'J^Lt'fHjK 
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STARTUPS 


IS  IT  TIME 

FOR  THE  INFO  APPLIANCE  ? 

Tiny  Diba  is  gambling  on  cheap,  single-purpose  computers 

Each  year,  the  personal 
computer  gets  more 
and  more  pumped  up 
with  power  and  features — 
they'll  sort  your  messages, 
jazz  up  your  presentations, 
play  CDS,  design  a  mini- 
van,  surf  the  Internet.  The 
only  thing  the  machines 
can't  do,  it  seems,  is  make 
coffee.  So  what's  next?  A 
new  class  of  computers 
that  stand  the  can-do-all 
notion  on  its  head — and 
are  as  easy  to  use  as  a 
coffeemaker. 

On  Apr.  29,  Farzad 
Dibachi,  an  Oracle  Corp. 
senior  vice-president  who 
quit  the  hard-charging 
software  company  to 
found  his  own  Silicon  Val- 
ley startup,  Diba  Inc.,  will 
show  his  first  products. 
His  lineup:  "information 
appliances" — that  are  star- 
tling in  their  simplicity. 
The  machines  require  no 
tapping  of  computer  codes, 
no  loading  of  apphcations, 
no  naming  of  computer 
files.  All  functions  have 

p"h"  bSns'tthlTa's!  ONE-TASK  GIZMO 

ing,  much  Uke  an  ordinary  Brothers  Farid  (left) 
microwave  oven.  What's  and  Farzad  Dibachi 

more,  Diba  says  the  ma-  hold  prototypes  of  an 
chmes  can  be  manufac-  f  , 

tured  for  as  httle  as  $150  easy-to-use,  under-$300 
to  $300.  Web  browser  that  hooks 

KITCHEN  HELPER.  How  is  up  to  a  Standard  TV 

that  possible?  Instead  of 
PCS  that  can  do  everything,  Diba  appU- 
ances  are  designed  for  one  job.  Diba 
Mail,  for  example,  is  a  compact  phone. 
E-mail,  and  fax  combo  not  much  big- 
ger than  an  answering  machine.  Diba 
Internet  is  a  slim  device  that  attaches  to 
the  TV  for  cruising  cyberspace.  Then 
there's  Diba  Kitchen,  which  fits  under- 
neath the  cabinet  and  stores  recipes  on 
CD.  "It's  a  compelling  idea,"  says  John 
Rymer,  vice-president  at  market  re- 
searcher Giga  Information  Group.  "If 
they  can  do  everything  they  say  they 
can,  they  could  rake  in  the  dough." 


Coming  up  vdth  a  pop- 
ular,   cheap  computer 
that's  no  more  complex 
than  a  blender  has  long 
been  the  computer  indus- 
try's Holy  Grail.  But  dig- 
ital   books,  electronic 
Rolodexes,  kitchen  PCs, 
personal  digital  assistants, 
and  handheld  stock-quote 
devices  have  never  caught  fire.  The  rea- 
son: It's  not  easy  to  design  a  single- 
task  machine  so  useful  that  a  buyer  will 
plunk  down  $500  to  own  it. 

Dibachi  says  he  can  beat  the  conven- 
tional wisdom  by  selling  a  whole  family 
of  products  for  much  less.  In  the  works 
are  some  30  "info  appliances,"  every- 
thing from  Yellow  Pages  to  patient-info 
machines.  That  means  Diba  isn't  depen- 
dent on  a  single,  miUion-unit  hit.  And 
Dibachi  figures  that  technology  has  be- 
come so  pervasive  that  buyers  will  read- 
ily see  the  need  for  machines  that  can 


E-mail,  browse  the  Web,  or  provle 
quick  electronic  access  to  everytli^g 
from  airline  reservations  to  stock  tra(js. 
Says  Tom  Maresca,  a  new-media  anast 
at  Jupiter  Communications  Co.:  "% 
Information  Age  has  taken  root  in  |  : 
pie's  lives.  This  may  be  the  time." 

Diba's  plan:  license  its  software 
provide  hardware  designs  to  deep-; 
eted  companies  that  will  make  and 
the  devices.  Dibacl 
tight-lipped  about 
partner,  but  he  says  d-. : 
are  imminent  that  c  i 
put  its  products  on 
market  by  fall.  Soii 
say  Diba  is  in  talks 
NEC,  Zenith,  Samsung 
cific  Bell,  and  Luckj'  • 
star.  Cable  &  Wii'. 
PLC,  the  telecom  giant ; 
nearly  sold.  Execui 
there  say  they  are 
on  Diba's  Mail  and  Inu' 
net  appliances  that  rr 
cheap  enough  to  be  t 
to  customers,  who  v 
then  pay  a  monthly 
vice  charge. 
"OFF  TME  MARK."  Dib;i(ii 
former  employer  is 
in  pursuit  vdth  a  sii 
strategy.  Indeed,  th( 
year-old  entrepreneur 
Oracle  after  helping 
Lawrence  J.  Ellison  1: 
the  idea  of  a  low-cost  n. 
ternet    appliance,  iK- 
billed  as  the  $500  Netwjtt: 
Computer.  To  get  tar 
project  off  the  groiid, 
Dibachi  hired  his  brot'>" 
Farid,  to  design  a  prototype. 

That  was  nearly  a  year  ago:  } 
Dibachi  is  a  Diba  co-founder.  In 
meantime,  according  to  Farzad,  0)-. 
Network  Computer  has  taken  a  fat 
ferent,  more  costly  approach.  "I 
[Ellison]  is  totally  off  the  mark, 
hanging  everything  on  the  PC,'" 
Dibachi.  Oracle,  which  is  schedule  i 
announce  on  May  20  which  compate 
will  license  its  design,  declined  to  cX 
ment  on  Diba. 

Diba  is  betting  the  future  on  ho 
that  the  era  of  info  appliances 
arrived.  If  it  has,  says  Dibachi,  I 
will  be  a  $1  billion  company.  If  i ! 
"It's  in  our  nature  to  go  all  out,"> 
says.  "We're  comfortable  with  eit 
really  making  it  or  really  not  mid 
it."  Given  the  fail  rate  of  Silicon 
ley's  big  dreamers,  such  nonchai;i 
might  be  wise. 

By  Kathy  Rebello  in  Belmont,  (  ■ 
mth  Steve  Brull  in  Tokyo 
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Is  there 


^ff^'- DEATH? 


\  ix    JL  J.    JL  JL    •  /f's  a  question  you  may 

have  pondered  before.  But  the  answer's  really  quite  simple.  If  the 
worst  should  happen  and  you  die,  your  family  will  live  on  after  you. 

But  what  kind  of  life  will  they  be  living  when  you  're  gone? 

Will  your  spouse  be  able  to  pay  the  mortgage?  Will  the  kids  be  able 
to  go  to  college?  In  short,  will  your  family  be  able  to  live  the  way 
they  would  have  if  you  were  still  alive? 


With  life  insurance,  everything's  taken  care  of.  Because  the  reality 
is  that  life  insurance  isn't  for  people  who  die.  It's  for  people  who 
live.  To  give  your  children  a  future.  To  give  your  spouse  security. 

Whether  you're  a  wage  earner  or  homemaker,  life  insurance  should 
be  the  foundation  of  your  family's  financial  security.  Because  life 
doesn't  come  with  guarantees,  but  life  insurance  does. 


ur  life  insurance  agent  can  give  you  a  plan  for  life.  A  plan 
'M  makes  sure  the  things  you  love  will  ahvavs  he  there  for  the 
opie  you  love.  Because  no  one  plans  to  die,  hut  evev>'hody 
eds  a  plan  for  life.  No  one  knows  this  better  than  your 
ofessional  life  insurance  agent.  Hundreds  of  people  in  your 
mmunitv  trust  your  agent  with  their  families'  futures. 


!LIFE 


EVERYBODY  NEEDS  A  PLAN  FOR  LIFE 


L  I  F  E    AND    HEALTH    INSURANCE    FOUNDATION    FOR    EDUC  AT  ION 
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BROADWAY 


PUniNG  ON  A  MUSICAL 
FOR  A  SONG 

^omRent  is  setting  the  stage  for  more  low-cost  productions 


klenty  of  Broadway  shows 
'open  \\ith  a  bang.  But  few 
have  the  ch"ama  of  Rent.  Just 
days  before  its  Febinaiy  debut 
at  a  cash-strapped  downtown 
theater,  its  creator,  35-year-old 
Jonathan  Larson,  died  of  an  aor- 
tic aneuiism.  The  rock  musical, 
which  transplants  Puccini's  La 
Boheme  to  New  York's  present- 
day  East  Village,  drew  raves, 
selling  out  its  150-seat  house  al- 
most immediately.  On  Apr  18,  it 
won  a  Pulitzer  Prize.  On  Apr. 
29,  it  will  open  on  Broadway. 

Rent,  though,  is  more  than  a 
good  rags-to-riches  story.  With 
less  than  half  the  cast  and  crew 
of  the  tj^Dical  lavish  Broadway 
musical,  it  may  be  an  object  les- 
son in  how  to  make  a  Broadway 
production  profitable.  Indeed. 
Rent's  cost  structure  is  so  com- 
fortable it  could  i-un  for  several 
years  with  half-filled  houses  and 
still  turn  a  profit.  Much  of  the 
rest  of  Broadway,  meanwhile,  is 
staggering  under  sky-high  costs. 
Angels  in  America,  for  instance, 
never  made  it  into  the  black,  de- 
spite critical  acclaim  and  fre- 
quent sold-out  houses. 
GAMBLE.  No  one — except  maybe 
Larson — predicted  that  Rent 
would  prove  exceptional.  Indeed, 
the  tiny  New  York  Theater 
Workshop,  where  Rent  pre- 
miered, was  stniggling  to  stay 
afloat  in  the  face  of  gi-ant  reduc- 
tions fi-om  the  National  Endow- 
ment for  the  Alls  and  declining 
donations  from  local  supporters.  "I  was 
sitting  at  my  desk,  trying  to  juggle  the 
books  to  boiTow  against  futiu-e  gi-ants," 
says  Nancy  Kassak  Diekmann,  xytw's 
managing  director.  Staging  Rent,  whose 
$120,000  initial  investment  and  $20,000 
weekly  operating  expenses  were  higher 
than  anything  nytw  had  put  on  before, 
was  a  huge  gamble. 

Tlie  gamble  paid  off  when  the  ciutain 
went  up  on  Feb.  13.  The  New  York 
Times,  The  Neu-  Yorker,  and  Time  all 
raved  about  Rent.  Ke\in  McCoUum,  Jef- 
frey Seller,  and  Alan  Gordon,  three 
rookie  producers  who  had  collaborated 


The  New  Economics  of  Broadway 


BEAUTY  AND  THE  BEAST 

RENT 

OPENING 

Spring  1994 

April  1995 

WEEKLY  OPERATING  COST 

$400,000 

$250,000 

NUMBER  OF  STAGEHANDS 

32 

12 

NUMBER  OF  MUSICIANS 

26 

4 

NUMBER  OF  WARDROBE/MAKEUP  AIDES  14 

4 

NUMBER  OF  ACTORS 

30 

15 

DATA,  BEAUTY  AND  THE  BEAST.  RENT  PRODUCERS 

with  NYTW  and  put  up  $60,000  to  help 
stage  the  show,  rushed  to  exercise  the 
option  they  had  received  in  return  for 
theii-  support:  the  right  to  move  Rent  to 
a  bigger  stage. 

Raising  inoney  for  Broadw^ay  w-as  no 
problem.  "People  wanted  to  invest  so 
badly,  we  could  have  raised  $35  million," 
says  Gordon.  But  the  producei"s  wanted  a 
Broadway  version  of  Rent  with  a  rea- 
sonable cost  stmcture.  They  budgeted 
the  new  production  at  $3.5  million.  Ne.xt, 
they  negotiated  a  bai-gain  rent  for  the  di- 
lapidated 1, 150-seat  Nederlander  The- 
ater. At  imder  $15,000,  the  weekly  rent 


at  the  Nederlander  is  w'ell  below  t 
$20,000  the  1,600-seat  Palace  Thea 
collects  to  house  Beauty  and  the  Bee 
And  by  using  a  smaller  theater  anc 
smaller  set,  the  producers  won  the  rij 
to  keep  union  musicians  and  stagehai 
to  a  minimum.  Rent  uses  12  stagehan 
compai-ed  with  32  for  Beauty.  The  p 
ducei-s  also  played  haixlball  in  negotiat 
artists'  salaries  and  royalty  paymer 
The  upshot:  Ret 
LES  MIZ  weekly  costs 
IT  AINT:  .$250,000  are  dwar 
A  profit  by  the  $400,000  i 
is  likely  of  Beauty  and 
in  six  Beast, 
months        Low  costs, 

coui'se,  don't  guar 
tee  success.  Indeed,  Rent  ev 
tually  may  confront  the  sa 
problems  that  have  plagi 
other  musicals.  Take  Tomr 
the  stage  version  of  The  WT 
classic  album.  Despite  solid 
views,    Tommy,    which  c 
$375,000   a   week   to  sta 
turned  only  a  small  profit  d 
ing  its  tw^o-year  run. 
TRENDSETTERS.  The  challer 
for  Tommy  was  the  same  ( 
now  facing  Rent:  audience 
mogi'aphics.  "Rent  will  do  gi* 
business  for  12  to  18  mont 
guaranteed,"    says  Mich 
David,  one  of  Tommy's  prod 
ers.  "But  as  the  shine  wears 
as  it  inevitably  will,  can  tl 
effectively  replace  the  anc 
Broadway  audience  with 
younger  unwashed  mas-- 
Rent  needs  to  reach  bev' 
typical  theatergoers  and  attrst 
what  its  publicists  call  "you: 
affluent  trendsetters  aged 
to  50" — people  who  don't  u].i- 
narily  attend  Broadw^ay  shos. 
To  do  so.  Rent's  produc's 
will  advertise  in  novel  ven'?F 
for  Broadway  shows,  inchul 
New  York  jazz  and  rock  )■; 
stations. 

Will  that  be  enough  lo  sell  the  shu 
Maybe,  maybe  not.  But  Rent  is  far  li- 
ter positioned  than  the  average  Brcd- 
w^ay  production  to  weather  any  slv- 
down  in  attendance.  As  of  Apr.  ■ 
advance  sales  totaled  $3  million. 
Rent's  producers  think  they  can  rer 
their  costs  and  start  turning  a  i  i 
within  six  months — much  faster  i 
the  year  or  more  it  took  Beauty  aim 
Beast's  producers  to  cover  their  in\ 
ment.  The  preliminary  reviews:  1 
low-rent  operation  may  have  a  h 
lease  on  life. 

By  Michael  Goldstein  in  New  ) 
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Check  out  our  homepage  on 
the  World  Wide  Web  or  look,  for  us 
on  the  major  on-line  services. 


Leave  it  to  UPS  to  take  the  hassle  out  of  shipping  pack- 
ages worldwide.  In  fact,  everything  you  need  is  just  a 
few  keystrokes  away.  Introducing  UPS  on  the  Internet, 
a  direct  link  between  your  computer  and  UPS.  Now 
you  can  track  packages  worldwide.  Arrange  same-day 
pickups.'  Even  calculate  shipping  costs  instantly,  right 
from  your  computer.  And  to  reach  Customer  C^^^^ 

WORLDWIDE 

Service,  just  use  e-mail.  It's  a  quicker,  easier     Olympic  sponsor 


ups 


way  to  interact  with  UPS.  Which  means 
it's  a  quicker,  easier  way  to  get  things  done. 

MOVING  at  the  SPEED  of  BUSINESS 


AMERICAN  STOCK  EXCHANGE  COMPOSITE  TRANSACTIONS 


"It  starts  with  research.  It  helped  u>  become  the  largest  maker  ot  generic  pharmaceuticals.  It's 
helping  us  create  proprietary  products  to  improve  healthcare  and  lower  costs,"  savs  Dr.  Phillip 
Frost,  CEO  of  Ivax  Corp.,  listed  on  the  Amex  since  1987.  "Now  we're  a  SI. 3  billion  company,  and 
j  we  use  Ame\  industry  conferences  to  increase  our  \isibility  and  gain  co\'erage  by  analysts.  In 

j  the  investment  world  too,  it  all  starts  with  research      DR.  PHILLIP  FROST  IS  BIG  OI\l  THE  AMEX. 

i 

i 

AMERICAN  STOCK  EXCHANGE.  To  leant  about  tlw  advaiita<:;ef  the  A\;i:\  can  bnii\;  to  vour  compauy, 
contact  Ciiaiiiuan  Dick  Suroii.  Phone  212- i!)o-5353.  E-niail  isuronfs  amex. com.  Web  >ite  http:'  zcivic. amex  .com 
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IN  CAT  KEEP  OUT 
IE  WATCHDOGS? 

I'ERPILLAR   IS  TAKING  ON 

federal  government.  The 
)ria  consti-uction-eqmpment 
ker  is  defying  a  federal 
n'ant  and  blocking  a  Na- 
!ial  Institute  for  Occupa- 
nal  Safety  &  Health  in- 
ction  of  its  factory  in  York, 

Niosii  wants  its  scientists 
see  whether  cadmium  or 
er  substances  are  causing 
ilth  hazards  there — but  Cat 
'S  it  has  already  given 
iSH  plenty  of  information, 
w,  NIOSH  and  federal  pros- 
toi"s  in  Hanisbui'g,  Pa.,  ai"e 
ing  a  federal  judge  to  fine 
company  and  jail  two 
nt  managers.  "I  think  it's 
lolutely  clear  that  niosh 

the  statutory  authority  to 
health-hazard  evaluations," 


CLOSING  BELL 


LONE  STAR  TURN 

lings  are  looking  up  at  Lone 
:ar  Industries,  the  Stamford 
lonn.)  cement  maker  that 
as  embroiled  in  an  execu- 
/e-perks  scandal  and  that 
ed  for  bankruptcy  in  1990. 
dement  industry  fundamen- 
is  are  very  strong,"  says 
errill  Lynch  analyst  Jona- 
an  Goldfarb.  "Demand 
;ceeds  supply,  and  U.S. 
ices  are  moving  up."  Even 
;tter,  Lone  Star  said  on  Apr. 
I  that  it  has  been  talking  to 
litors.  The  news,  coupled 
ith  a  better-than-expected 
st  quarter,  sent  the  stock 
faring  $3,  to  35. 


lONE  HAR  INDUSTRIES  --/" 

STOnK  PRIf;!  f 

''''''  - 

DATA  BLOOMBERG  flNANCiAl  MARKET! 


says  David  Barasch,  U.  S.  At- 
torney for  Pemisylvania's  mid- 
dle district.  Caterpillar  is 
scheduled  to  present  its  argu- 
ment to  the  judge  on  Apr.  26. 

DUPONrS  LATEST 
CROP  OF  BAD  NEWS 

uufont's  legal  problems 
with  the  fimgicide  Benlate  df 
just  won't  clear  up.  In  depo- 
sitions for  a  Texas  case,  sev- 
eral lai'ge  nurseries  allege 
that  DuPont  withheld  evi- 
dence showing  it  knew  about 
crop  damage  caused  by  Ben- 
late.  Attorneys  for  the  gi'ow- 
ers  have  obtained  testimony 
from  three  former  DuPont 
employees  who  say  they 
were  ordered  to  destroy  Ben- 
late-ravaged  plants  in  a  1992 
product  test  in  Costa  Rica. 
The  new  charges  may  give  a 
boost  to  85  other  cases  na- 
tionwide alleging  that  Ben- 
late  damaged  crops.  DuPont 
CEO  John  Krol  says  the  alle- 
gations in  the  suit  are  "ab- 
solutely false." 

B&L  FINDS  ITSELF 
NOT  GUILTY  

TWO   OF   BAUSCH   &  LOMB'S 

major  divisions  in  different 
parts  of  the  world  materially 
overstated  their  revenues 
and  pi'ofits  in  1993 — but  none 
of  the  company's  top  five  ex- 
ecutives knew  about  it.  At 
least  that's  the  conclusion  of 
an  investigation  into  the  b&l 
scandal  by  a  committee  of 
the  company's  outside  direc- 
tors. Given  the  apparent  ex- 
oneration of  the  executives, 
the  board  report,  prepared 
with  the  assistance  of  former 
SEC  enforcement  chief  Gary 
Lynch,  seems  suspect.  But 
it's  impossible  to  judge  the 
thoroughness  of  the  B&L 
board's  probe:  Citing  an  on- 
going SEC  investigation  into 
the  same  matter,  which  has 
been  under  way  since  De- 
cember, 1994,  the  board  is 
^  keeping  the  report  con- 
fidential for  now. 


HEADLINER:  ECKHARD  PFEIFFER 


WHO  SAYS  PCs  ARE  HURTING? 


Ah,  vindication  is  sweet.  On 
Apr.  24,  Compaq  Computer 
shook  off  woiTies  about  a 
PC"  market  tumble  with  a 
blistering  42%  jump 
in  revenues  and 
an  8%  hike  in 
fii'st-quarter 
earnings.  The 
results  are  a 
major  payoff  for 
CEO  Eckhard 
Pfeiffer,  who  in 
March  gambled  on 
20%  price  cuts  to  lift  lag- 
ging demand.  Compaq 
shares  climbed  S'A  on  the 
news,  to  47,  regaining  some 
of  the  10  points  they  gave 
up  in  March  on  worries 
about  Pfeiffer's  strategy. 

The  results  were  nothing 
short  of  spectacular.  Com- 
paq's North  American  PC 
sales  were  56%'  higher  than 


the  year-ago  quarter.  That's 
better  than  four  times  the 
industry's  gi'owth  rate. 
Sanford  C.  Bernstein  an- 
alyst Vadim  Zlot- 
nikov  estimates 
that  the  gains 
came  mostly  at 
the  expense  of 
Hewlett-Pack- 
ard, a  comer  in 
the  PC  business. 
There's  more  to 
come.  Pfeiffer  expects 
to  continue  gaining  share, 
projecting  that  current- 
quarter  revenues  will  show 
a  20%'  increase  over  last 
year's  sales.  And  while  mar- 
gins were  hint  by  price-cut- 
ting, he  says  upcoming  in- 
troductions of  new  "server" 
computers  and  laptops 
should  beef  them  up  again. 
By  Garij  McWilliams 


BOEING'S  HELP 
WANTED'  SIGNS 

BOEING  IS  BINGEING.  AFTER 

five  years  of  shrinking  its 
payroll,  it  plans  to  add  8,200 
workers  this  year.  The  Se- 
attle aircraft  manufacturer 
has  more  than  370  orders 
pending  for  its  jets.  Boeing's 
last  hiring  frenzy  was  in 
1989,  when  it  had  a  record 
684  orders  and  hired  11,000 
workers.  This  time  around, 
though,  Boeing  plans  to  be 
more  careful,  screening  ap- 
plicants for  their  ability  to 
learn  new  skills  and  adapt 
to  change.  With  the  new 
hires,  Boeing  will  employ 
113.350  companywide  by 
yearend. 


DIGITAL  EQUIPMENT, 
AT  YOUR  SERVICE  

SUCH    A    DEAL.  DIGITAL 

Equipment  announced  on 
Apr.  24  an  agreement  with 
software  power  Computer 


Associates  for  dec's  22,000 
computer-services  engineers 
to  support  CA  products.  Com- 
puter Associates'  Unicenter 
software  is  a  big  seller,  but 
ca's  service  has  been  lacking. 
In  exchange,  for  an  undis- 
closed sum.  Computer  Asso- 
ciates will  pick  up  a  chunk  of 
Digital's  Polycenter  systems- 
management  software  — 
including  the  software  for 
Digital's  dwindling  installed 
base  of  vax  minicomputer 
users. 

ETCETERA... 

«  American  Express  Chief 
Financial  Officer  Michael 
Monaco  abruptly  quit. 
H  Disney  had  a  $25  million 
loss  for  the  quarter  after  its 
purchase  of  Cap  Cities/ABC. 
»  Frank  Biondi  Jr.  was 
released  from  his  Viacom  con- 
tract to  become  mca's  Chief 
Executive  Officer. 
m  Facing  antitrust  problems, 
Pvite  Aid  dropped  its  $1.8  bil- 
lion takeover  offer  for  Reveo. 
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CHINA 


CHINA 

SHOVES  BACK 


Beijing  is  taking 
a  hard  line  as 
the  U.S.  threatens 
trade  sanctions 


inside  the  walls  of  Zhongnanhai,  Bei- 
jing's exclusive  leadership  compound, 
the  grounds  are  immaculate,  and 
peach  blossom  petals  drift  onto  a 
calm  lake.  But  despite  placid  appear- 
ances, this  is  command  central  for  hard- 
ball policymaking — particularly  toward 
the  U.S.  Reacting  to  the  perceived 
weakness  of  the  Clinton  Administration, 
a  more  assertive  Chinese  leadership  is 
fed  up  with  a  U.S.  foreign  policy  that 
harps  on  trade  issues  and  intellectual 
property  rights  but  avoids  crafting  a 
broader,  overarching  China  policy.  Irri- 
tation over  the  U.S.  decision  to  deploy 
two  aircraft  carrier  groups  to  defend 
Taiwan  in  March  also  has  clearly 
changed  the  tone  in  Beijing. 

The  tougher  stance  appears  to  re- 
flect the  confidence  of  President  Jiang 
Zemin  and  other  top  leaders  that  ■■■ 
China  is  managing  its  internal  chal- 
lenges and  can  stand  up  to  U.S. 
l)ressure  tactics.  On  Apr.  19,  Jiang 
told  a  small  group  of  foreigners, 
including  business  week  editors, 
that  while  he  wants  "sustained, 
rapid,  and  sound  growth,"  compet- 
ing pressures  from  both  poor  and 
wealthy  provinces  are  prompting 
him  to  find  a  middle  ground.  "I 
have  to  wear  a  conservative  hat 
always,"  he  says. 

The  Clinton  Administration  has 


could  adopt  selected  sanctions  that 
President  Chnton  could  find  difficult  to 
veto  in  an  election  campaign  year. 

But  the  Chinese  position  is  increas- 
ingly that  the  U.S.  lacks  the  power  to 
make  any  serious  economic  pressure 
work  because  of  the  huge  interests  of 
U.S.  business  in  China.  "You  can  resort 
to  the  hardest  possible  line  with  the  out- 
side world  when  you  know  you  can  do 
anything  you  want,"  says  Martin  Lee, 
the  chaii-man  of  Hong  Kong's  Democrat- 
ic Party  and  a  leading  Beijing  critic. 
"With  a  mai-ket  of  1.2  billion  people,  they 
know  they  will  get  what  they  want." 

From  an  armchair  in  the  Purple 
Light  Pavilion,  Vice-Premier  Li  Lan- 
qing,  a  64-year-old  technocrat  and  po- 
tential pi-emier,  is  the  messenger  for 
this  harder  line.  Knocking  his  fists  to- 
gether during  an  interview  with  busi- 
ness WEEK  editors  (page  50),  he  scolds 
Washington  for  its  mixed  signals  and 
demands  to  know  where  the  U.S. 
stands.  "If  you  want  to  fight  with  us, 
you  had  better  let  us  know,"  he  says. 
"UNENFORCEABLE."  Following  the  flap 
over  Taiwan,  Beijing's  leaders  ai"e  threat- 
ening to  retaliate  for  any  U.S.  sanctions, 
even  selective  ones.  Li  signaled  that 


HOW  WASHINGTON  MIGHT 
SLAP  BEIJING 

•The  Administration  is  considering  $2  bil- 
lion in  sanctions  for  intellectual  piracy 

•A  congressional  coalition  is  pushing  for 
$1  billion  more  in  tariff  rollbacks 

•Congress  might  demand  approval  rights 
on  the  terms  of  China's  entry  to  the  WTO 

•Other  measures  would  accelerate 


China  may  increase  trade  with  Eurof: 
and  Japan — or  perhaps  go  as  far  asx 
create  a  protectionist  East  Asia  tr;le 
bloc.  "No  matter  how  the  U.S.  reais. 
sooner  or  later  China  will  be  politic; 
and  economically  powerful,"  says  a  ( 
nese  economist.  "'The  choice  is  to  be* 
good  terms  in.stead  of  being  hostile." 

Despite  those  threats,  the  Admiis- 
tration  is  readying  punitive  tariffs  ■'" 
billions  of  dollars  worth  of  toys,  cli 
warn  ing,  and  other  goods  from  Cli 
for  its  failure  to  enforce  a  19!)."i 
tellectual  piracy  accord.  Some)i 
the  other  sanctions  (table)  un^^i 
l_     consideration  in  Washington 
clearly  aimed  at  giving  Congi 
and  the  Administration  polii 
"cover"  for  renewing  China's  .\ 
status,  probably  without  any  c> 
ditions.  To  avoid  giving  China  cf 
ics  running  room,  Democrats  ■ 
urging  the  President  to  inocul 
himself  against  charges  that  I 
soft  on  China  by  taking  a  tm 


ah-eady  agi-eed  to  give  China  what     _  J^_'^^!l'_^__^_^^_^_^^i°'^_i°  j]^.®.)^!?.   stance  on  non-MFN 


it  wants  most,  most-favored-nation 
(men)  trading  status.  But  it  could 
slap  China  with  $2  billion  in  tariffs 
for  ripoffs  of  U.S.  software 
similar  products.  And  Congress 


issues.  A  1 
jor  guessing  game:  where  Sen 
Majority  Leader  Bob  Dole 

'■'^^•^      U.S.  Export-Import  Bank,  and  others         ^^,V'  'i''""''''™"^'  ] 

and   didate,  will  come  down  on  the  ( 
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•Congress  could  press  for  curbs  on 
China-related  lending  by  the  World  Bank, 


na  debate. 
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to  higher  tariffs 
on  such  Chinese 
imports  as  toys 


One  widely  considered  alternative  in 
)ngress  would  end  Uruguay  Round 
nefits  for  China,  costing  it  about  $1 
lion.  A  second:  ending  preferential  du- 
s  on  goods  made  by  companies  con- 
)lled  by  the  Chinese  mihtaiy.  But  de- 
mining  the  origins  of  many  Chinese 
sinesses  could  be  a  nightmare.  "It 
ght  feel  good  to  target  the  Chinese 
my,  but  it's  probably  unenforceable," 
ys  one  gop  House  staffer.  A  third: 
mse  Minority  Leader 
chard  A.  Gephai'dt  (D-Mo.) 
among  those  who  want 
)ngress  to  approve  teiTns 

China's  entry  into  the 
orld  Ti-ade  Organization, 
hers  would  accelerate  Tai- 
m's  accession  to  the  wro. 
lERICAN  SCHIZOPHRENIA. 
3ne  of  these  moves  would 
rsuade  Chinese  leaders  to 
ift  policy.  Nor  would  they 
it  much  of  a  dent  in  Chi- 
.'s  soaring  trade  surplus, 
triff  increases  against 
affed  teddy  bears,  for  ex- 
iple,  will  not  force  China 
release  pohtical  prisoners 

to  close  down  more  com- 
ict-disk  piracy  factories. 


liHfLhfikiiLt 

President  Jiang's 
tough  tone  reflects 
his  confidence  that 
China  can  stand  up 
to  U.S.  pressure 


But  U.S.  business  leaders  warn  that 
those  moves  could  prompt  the  Chinese 
leadership  to  penalize  major  American 
companies  competing  against  both 
Japanese  and  European  rivals  for  huge 
deals  in  China's  market,  which  is  en- 
joying economic  gi'owth  of  more  than 
10%.  "The  Chinese  see  all  these  mea- 
sures [in  Washington]  as  tantamount  to 
declaring  economic  war  and,  in  the  case 
of  Taiwan,  as  undemiining  our  one-Chi- 
na policy,"  says  one  corpo- 
rate lobbyist. 

Premier  Li  Peng's  recent 
deal  to  purchase  Airbus  In- 
dustrie jets  instead  of  Boe- 
ing Co.  planes  is  a  case  in 
point.  Boeing  and  other 
companies  are  attempting  to 
soothe  the  Chinese  leader- 
ship, while  discouraging 
Washington  from  taking  ac- 
tions that  will  roil  the  wa- 
ters. "It  strikes  me  as  im- 
possible to  approve  [Boeing 
sales]  given  the  overall  cli- 
mate of  uncertainty  be- 
tween the  two  countries," 
says  Ronald  B.  Woodard, 
president  of  Boeing  Com- 
mercial Airplane  Group. 


Kellecting  the  un- 
derlying American 
schizophrenia  to- 
ward China,  such 
commercial  argu- 
ments don't  cut 
much  ice  with  the 
anti-China  critics 
seething  about  Bei- 
jing's dismal  himian- 
rights  record,  its 
bullying  of  Taiwan, 
and  its  trafficking  in 
missile  and  nuclear 
technology  to  Pak- 
istan. "For  us  to  do  nothing  and  just 
renew  mfn  without  conditions  would 
be  a  moral  issue,"  says  Virginia  Re- 
publican Frank  R.  Wolf.  Adds  a  top 
Democratic  staff  member:  "The  climate 
has  changed.  People  are  looking  for 
some  sort  of  alternative  [to  mfn  revo- 
cation] that  has  currency." 

Thus  the  Washington  debate  over 
China's  trading  privileges  is  more  than 
just  a  rite  of  spring.  It  is  a  sign  of  a 
deepening  U.S.  quandary  about  how  to 
respond  to  China's  growing  economic 
and  military  power  Chnton's  policy  of 
"constnictive  engagement"  is  not  wide- 
ly seen  as  being  effective.  As  a  result, 
some  policymakers  are  calling  for  an 
end  to  destructive  rounds  of  trade 
battles. 

But  the  Americans  seem  at  a  loss 
on  how  to  achieve  a  broader,  more  ef- 
fective engagement  with  Beijing.  The 
key  question  now  is  whether  election- 
year  politics  in  Washington  will  com- 
bine with  rising  assertiveness  in  China 
to  throw  the  relationship  into  an  even 
deeper  tailspin.  A  crucial  test  of  will 
between  two  superpowers  could  be  just 
beginning. 

By  Joyce  Barnathan  in  Beijing  and 
Amy  Bomis  in  Washington 
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LI  LANQING:  DOES  ENGAGEMENT'  MEAN  FIGHT  OR  MARRY? 


Vice  Premier  Li  Lmiqing,  6Jf,  has  a 
reputation  as  an  enlightened  techno- 
crat. Educated  at  Fudan  University 
in  Shanghai,  he  made  a  name  for 
himself  in  the  auto  industry,  then 
climbed  the  political  ranks  to  spe- 
cialize in  foreign  trade.  Con  versant 
in  English,  he  was  named  to  the 
ruling  Politburo  in  1992. 

But  reflecting  Beijing's  newly  as- 
sertive policies,  Li  adopted  a  tough 
tone  in  a  rare  hour-long  interview 
with  BUSINESS  WEEKS  Editor-in- 
Chief  Stephen  B.  Shepard,  Assistant 
Managing  Editor  Robert  J.  Dowl- 
ing,  Asia  Regional  Editor  Joyce 
Barnathan,  and  BUSINESS  WEEK  re- 
porters. The  session  took  place  in 
the  Purple  Light  Pavilion  inside  the 
Zhongnanhai  ruling  compound. 
Here  are  highlights: 

Q:  Why  has  China  been  slow  to 
crack  down  on  piracy  of  American 
products? 

A:  I  don't  think  the  progress  has 
been  slow  Chinas  intellectual- 
property  protection  has  been  estab- 
lished only  for  a  short  period  of 
time,  but  we  have  cracked  down  on 
4,000  individual  cases.  Seven  facto- 
ries producing  compact  disks  have 
been  shut  down.  More  than  2  million 
CDS  and  40,000  software  items  have 
been  destroyed.  The  Chinese  cus- 
toms house  has  confiscated  more 
than  10  million  pirated  products. 


One  thousand  people 
have  been  punished. 

We  have  to  achieve 
what  developed  coun- 
tries have  achieved 
over  hundreds  of 
years.  We  have  done 
our  best. 

There  is  no  such 
thing  as  the  Chinese 
government  covering 
up  for  piracy.  It  is  re- 
grettable to  see  some 
people  using  this  as  a 
means  of  political  as- 
sault. I  hope  we  can 
strengthen  our  cooper- 
ation rather  than  use 
this  issue  to  create  disputes  or 
make  attacks. 

Q:  Is  the  $:U  billion  U.  S.  trade 
deficit  with  China  a  problem? 
A:  We  are  in  surplus,  but  the 
amount  of  surplus  is  not  as  big  as 
the  U.  S.  claims.  According  to  our 
statistics,  the  surplus  was  a  httle 
bit  more  than  $8  billion.  The  differ- 
ences in  trade  statistics  are  mainly 
the  result  of  irrational  methods  of 

calculation  

You  think  you  are  in  large  deficit 
because  you  ignore  the  goods  that 
gain  much  added  value  through  en- 
trepot trade.  For  example,  we  sell 
sportswear  to  Hong  Kong  at  $20  a 
piece,  and  when  the  sportswear  is 


iVIODEL  GUEST?  /. 


\n//.s  I'U'  isn't  concerned  about  technology  transfers 


sold  to  the  U.S.  | 
at  $120  a  piece  you 
count  the  additional 
$100  on  our  accouni 
We  must  work  out 
new  methods  of 
calculation. 

[The  trade  sur- 
plus is  also]  a  resul 
of  the  actions  of  th» 
U.  S.  government. 
We  would  be  able  t 
buy  even  more  U.  £ 
products  had  there 
not  been  restrictior 
by  the  American 
government. 
Once,  the  U.  S. 
conducted  an  investigation  for  four 
years  before  we  were  able  to  buy  a 
computer  for  meteorological  use.  If 
we  were  to  buy  the  computer  from 
Europe  or  Japan,  it  would  be  much 
easier. 

Q:  How  is  the  debate  over  reneivim 
China's  most-favored-nation  (men) 
trading  status  affecting  the  busines 
climate? 

A:  Businessmen  lack  confidence  be- 
cause China's  mfn  trading  status  is 
subject  to  annual  dispute,  debate, 
and  renewal.  People  think  trade 
with  the  U.  S.  is  not  reliable,  and 
maybe  one  day  it  may  impose  sane 
tions  or  cancel  China's  mfn  status. 
Why  shouldn't  we  instead  do  busi- 
ness with  Europe  or  Japan? 


Q:  Do  you  believe  that  the  U.  S.  is 
blocking  your  country's  entry  into 
the  World  Trade  Organizatioyi? 
A:  [The  U.  S.]  argues  that  China 
should  enter  the  World  Trade  Orga 
nization  only  when  we  meet  the  re 
quirements  for  a  developed  countr 
not  a  developing  country.  This  re- 
quirement is  baseless.  I  don't  want 
to  use  any  harsh  words,  but  this  is, 
absurd. 

In  spite  of  our  significant  devel 
opment,  the  per  capita  income 
in  China  remains  very  low.  We 
still  have  70  million  people  living 
under  the  poverty  line.  How  can 
we  say  that  China  is  a  developed 
country? 

We  have  seen  very  clearly  that 
whenever  the  negotiation  reaches 
key  point,  the  U.  S.  steps  in  to  op- 
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freelance: 


Former  systems  and  technology  businesses  of  AT&T. 
Experts  in  making  the  things  that  make  communications  work 
forming  new  company  after  125  years. 
Bell  Labs  coming  with  us. 

Can  start  right  away.  Call  Lucent  Technologies. 


Lucent  Technologies 

"""""n,ca,ions  work." 


6  Lucent  Technologies 


International  Business 


pose  us.  This  issue  can  only  be 
solved  by  President  Clinton.  He  has 
promised  to  solve  it,  but  we  are 
v^^aiting  to  see  his  action. 

Q:  What  happens  if  it  takes  a  long 
time? 

A:  We  are  patient,  but  our  patience 
will  not  last  forever.  We  can  think  of 
other  ways  to  protect  our  interests, 
for  example,  by  joining  regional 
trade  organizations  . . .  [which]  is  not 
in  the  interests  of  the  U.  S. 

If  we  are  forced  into  a  corner 
where  we  have  no  other  choice,  we 
cannot  help  but  start  thinking  about 
other  ways. 

Some  people  have  suggested  the 
establishment  of  a  trade  organiza- 
tion in  East  Asia.  Since  all  other  or- 
ganizations are  protective,  we  may 
end  up  [that  way].  But  we  don't 
want  this  outcome. 

Q:  How  do  you  react  to  complaints 
that  some  companies  must  transfer 
too  much  technology  to  China? 
A:  I  think  this  problem  is  more 
or  less  imaginary.  We  have  many 
joint  ventures  producing  autos  in 
China.  One  of  them  is  Volkswagen. 
They  are  not  concerned  about  being 
asked  to  transfer  too  much  technolo- 
gy. They  have  thought  all  along  that 
their  joint  venture  has  gone  very 
smoothly  and  successfully.  Another 
example  is  one  of  the  most  success- 
ful joint  ventures  in  China,  Motorola 
Inc.  They  are  very  interested  in  de- 
veloping new  technologies  with  Chi- 
nese personnel  because  they  are 
usually  of  high  quality  but  have 
very  low  salaries. 

Q:  But  Chrysler  Corp.,  which  lost 
out  on  a  $1  hillion  minivan  project 
to  Mercedes-Benz,  says  that  de- 
mands for  technology  transfers  were 
too  great. 

A:  The  technology  transfer  was 
not  from  Chrysler  to  China,  but 
from  me  to  the  company.  When  I 
visited  their  plant  three  years  ago, 
"I  pointed  out  that  their  jeeps  were 
four-wheel  drive  and  for  that  they 
needed  extra  equipment  and  more 
employees,  pushing  the  cost  higher. 
Because  the  roads  are  very  good 
in  China,  a  two-wheel-drive  jeep 
is  sufficient.  So  I  suggested  they 
change,  and  they  accepted  my 
advice.  We  shared  information 
with  them  instead  of  keeping  it  a 
secret,  and  now  Chrysler  is  doing 
well. 


PIRATE  PATROL:  Chinese  police  with 
CDs  confiscated  in  a  crackdown 


Q:  Did  they  say  "thank  you?" 
A:  They  didn't  pay  me.  I  hope  they 
can  replace  our  jeeps  produced  on  a 
small  scale  in  China  with  their  own 
jeeps  because  small-scale  production 
is  not  very  good  for  China. 

Q:  Where  did  they  fail,  then? 
A:  Many  areas.  Price,  technology- 
transfer  conditions,  on  many 
different  commercial  aspects. 
They  failed  after  we  made  a 


comprehensive  comparison  and 
decided  that  [Mercedes-]  Benz 
was  better.  It  was  a  commercial 
matter. 

Q:  Another  American  corporation, 
Boeing  Co.,  feels  it  is  being  pun- 
ished for  political  reasons.  Foreign 
Tirade  Minister  Wu  Yi  canceled  her 
buying  trip  to  America,  and  China 
signed  a  contract  with  Airbus 
Industrie. 

A:  I  suggested  to  Minister  Wu  Yi 
that  she  go  to  the  U.  S.  on  a  pur- 
chasing trip,  and  later  I  agreed  to 
the  cancellation.  Why?  Because  at 
the  time  the  U.  S.  was  threatening 
China  with  sanctions.  How  could 


our  minister  go  to  a  country 
that  was  threatening  to  pun- 
ish us? 

Boeing  does  not  have  to  be  un- 
happy about  this,  because  the  com- 
pany already  has  75%  of  China's 
airplane  market.  Does  it  want  a 
monopoly? 

Q:  So  the  order  to  Airbus  ims  not 
in  retaliation  over  Taiwan? 
A:  It  wasn't.  The  cancellation  of  Wi 
Yi's  trip  to  the  U.  S.  has  nothing  td 
do  with  the  Airbus  order  either  We 
ordered  Airbus  to  meet  our  own 
needs  and  did  it  according  to  the 
quality  they  offered  us. 

Q:  Do  you  think  that  the  U.  S.  Ad- 
ministration is  deliberately  trying 
to  retard  your  country's  economic 
growth? 

A:  The  basic  American  policy  to- 
ward China  is  not  clear.  We  often 
hear  that  the  U.  S.  wants  engage- 
ment with  China.  But  I'm  not  sure 
whether  engagement  means ...  to 
fight  or  to  marry. 

The  U.  S.  often  goes  in  for  sanc- 
tions or  containment.  If  you  want  t( 
fight  with  us  then  you  had  better  Ic 
us  know.  But  if  you  want  to  engagi  • 
with  us,  we'll  also  welcome  that, 
because  American  girls  are  beauti- 
ful, and  we  won't  refuse.  Now,  how 
ever,  you  are  giving  us  an  unclear 
message. 


Q:  Do  China's  leaders  really  feel 
the  U.  S.  is  trying  to  coniain 
China? 

A:  I  must  say  I  am  unsure.  First, 
the  Chinese  and  American  people 
do  not  have  conflicts  over  funda- 
mental interests ....  We  do  share 
common  interests  in  the  mainte- 
nance of  world  peace,  development, 
and  stability.  Economically  speak- 
ing, China's  development  can  pro- 
vide a  big  market  for  other  devel- 
oped countries.  So  that's  where  we 
have  another  common  interest. 
Should  China  be  reduced  to  a  state 
like  that  of  present-day  Bosnia,  no 
statesman  in  the  world  would  be 
able  to  sleep. 


THE  CONCEPT  OF  INTELLECTUAL  PROPERTY 

Li  We  have  to  achieve  what  developed 
countries  have  achieved  over  hundreds 
of  years.  We  have  done  our  best  7!F 
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\ouVe  earned  it. 

Now  enjoy  it.  Park  Avenue. 

You've  worked  hard.  Put  in  the  extra  hours.  Now  it's  time  to  take  a  little 
time  off  for  good  behavior.  Start  with  a  ride  in  the  Park.  Park  Avenue 
by  Buick.  It's  a  beautiful  place  to  be.  Powerful — with  a 
3800  Series  11 V6— yet  so  elegant,  so  luxurious.  Park  Avenue 
makes  driving  a  rewarding  experience.  For  more 
information,  call  1-800-4A-BUICK. 


The  New  Symbol  For  Quality 
in  America. 


1  Coi-p.  AH  rights  reserved. 

lue  is  a  registered  trademark  of  GM  Corp. 

»,  America! 


USA 

Official  Sponsor  of  the 
1996  U.S.OI)inpic  Team 
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MEXICO 


ON  YOUR  MARK. 
GET  SET-PHONE! 

As  Mexican  telecom  opens  up  to  rivals,  how  will  Telmex  fare? 


EX-MONOPOLY:  Telmex  could  lose  JfU7o  of  the  market 


The  battle  has  begun.  With  Mexico's 
long-distance  telephone  market  set 
to  open  fully  in  eight  months,  com- 
petitors are  taking  aim  at  Telefonos  de 
Mexico  (Telmex).  at&t's  logo  is  all  over 
Mexican  newspapers.  And  workers  for 
Avantel,  an  MCi  Communications  Corp. 
joint  venture,  are  ripping  up  Mexico 
City's  streets  to  lay  telephone  lines. 
Concerns  about  the  new  competition 
and  a  89%  drop  in  first-quarter  operat- 
ing income  recently  buffeted  Telmex's 
heavily  traded  shares. 

But  don't  wiite  the  Mexican  giant  off 
just  yet.  While  the  company  has  some 
serious  flaws,  its  strong  market  posi- 
tion, dominance  in  local  phone  service, 
and  $10  billion  investment  to  create  a 
modern  digital  network  will  make  it  a 
formidable  opponent.  Indeed,  concern 
about  Telmex'  continued  strength  is  one 
reason  why  two  of  the  upstarts,  new 
groups  that  include  at&t  and  (;tk  Cor-])., 
joined  forces  on  Apr.  22. 
ABYSMAL  IMAGE.  At  stake  is  a  fast- 
gi'owang  telephone  market  (chart).  Even 
with  Mexico's  stagnant  economy,  local 
and  long-distance  volume  is  expected  to 
grow  to  close  to  $9  billion  fi-om  the  pre- 
sent $6  billion  by  1999.  The  question  is 
how  much  share  Telmex  will  lose  to  its 
new  competition.  Most  estimates  sug- 


LOCALAND 
LONG-DISTANCE 
REVENUES 


gest  the  company, 
which  now  has  a  mo- 
nopoly, could  lose  about 
20%  thi-ough  1997,  with 
the  loss  rising  to  40%- 
over  the  next  five 
years.  The  loss  is  not 
necessarily  all  that  bad, 
if  the  market  expands 
as  expected. 

Much  depends  on 
how  Telmex  deals  with 
its  weaknesses:  mar- 
keting and  an  abysmal 
image.  Salespeople  from  competing 
gi'oups  are  already  prowling  corridors, 
peddling  corporate  packages  that  will 
be  key  to  future  growth.  Telmex  has 
been  slow  to  take  its  competitors  seri- 
ously— though  it  is  now  bringing  in  new 
marketing  managers,  including  a  spe- 
cial coi'porate  gi'oup.  The  company  also 
is  having  ti'ouble  living  down  a  reputa- 
tion for  dismal  service  before  privatiza- 
tion in  1990.  "Our  most  important  chal- 
lenge is  to  change  Telmex'  image," 
acknowledges  ceo  Jaime  Chico  Pardo. 
"We'll  change  the  image  with  facts  and 
results,  not  only  with  an  advertising 
campaign."  He  points  out  that  Telmex  is 
now  offering  some  hot  new  services, 
including  Internet  access,  a  high-speed 


MEXICO'S  FAST-GROWING 
PHONE  BUSINESS 
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data  network,  and  videoconfe rendu 
Of  Telmex'  seven  announced  ri\  al 
Avantel — the  joint  venture  betwet 
MCI  and  Mexico's  largest  bank.  Ban 
mex — is  the  furthest  along.  Avaiit 
plans  to  hook  up  some  customei's  ; 
soon  as  Telmex'  long-distance  monoi>" 
expires  in  August. 
SCARCE  MONEY.  The  other  main  cli; 
lenger,  Alestra — originally  a  joint  ve 
ture  between  AT&T  and  Mexican  indii ' 
trial  conglomerate  Alfa — got  a  big  boo 
through  its  Apr.  22  merger  with  a  in 
group  that  also  includes  Telefonica  ( 
Espaiia  and  Bancomer,  Mexico's  No 
bank.  Executives  say  the  deal  alnid 
doubles  Alestra's  $1  billion  investmc 
and  will  allow  the  company  to  mm 
more  quickly  into  other  services  h 
sides  long  distance.  The  company  i 
tends  to  market  its  products  under  1 1 
AT&T  name,  which  is  well  recognized 
Mexico  through  equipment  sales. 

Some  experts  see  the  merger  as 
sign  that  competitors  are  finding  moiu 
scarce  for  the  huge  investment  neeih 
to  go  head-to-head  with  Telmex.  "V 
don't  have  $1  billion  in  our  pocket,"  sa; 
Peter  T.  Hutchinson,  director  of  All': 
telecommunications  division.  Other  i)la 
ers  may  wind  up  going  after  niche  ma 
kets.  For  instance,  lusacell,  a  lead  a 
cellular-telephone  oiic 
ator  in  which  Bell  /\ 
lantic  Corp.  holds 
42%'  stake,  has  a  Ion 
distance  concession  1) 
is  more  interested  in  i 
fering  local  sei^vice  on^ 
the  government  defin 
the  rules  for  comijct 
tion  in  that  business. 

Even  after  that  ha 
pens,  Tebnex  will  reta 
a  near  monopoly  i 
local  service  for  yeai 
That  will  be  a  key  f 
tiu'e  strength.  Alth(jiit 
it  will  be  requii'ed  to  provide  local  a 
cess  to  long-distance  providers  stall  ii 
next  Januaiy,  Telmex  will  collect  a  l'< 
on  each  call. 

Both  Telmex  and  its  competitors  a 
lobbying  the  government  on  what  th 
fee  should  be.  (^"ompetitors  argue  f 
about  le  a  minute,  while  Telmex  is  as 
ing  for  almost  15(Z.  With  a  decision  e 
pected  soon,  most  analysts  expect  tl 
government  to  allow  charges  of  betwe( 
3(?  and  5c  a  minute,  high  enough  to  he 
cover  Telmex'  local  service  costs  h 
low  enough  to  encourage  competitio 
Regardless  of  how  that  call  goes,  ti 
best  bet  is  that  Telmex  will  prove  f 
more  resilient  than  many  expect. 
By  Elisabeth  Malkin  in  Mexico  Ci 
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When  you  re  working  together, 
it  helps  to  be  on  the  same  page. 


:ollaborate 


1 


Introducing  the  new  IBM  PC  700  with  built-in  coUaboration  features.  Two  people. 


In  two  places.  Working  on  one  document.  At  one  time.  Now  that's  teamwork.  With 
:  advances  in  our  latest  PC  700,  two  colleagues  working  on  a  project  can  put  their 
ads  together  and  communicate  directly  through  their  computers.  They  can  revise 
ocument  onscreen  simultaneously.  They  can  work  closely  together  when  thi'V  aren't 

;ether  at  all.  And  the  best  part  is,  they  can  do  it  all  without  the  slightest  bit  ol  jet  lag.  ^^t^^ 
r  the  details,  call  1  800  426-7255,  ext.  4609,'  or  visit  us  at  w  ww.pc.ibm.com/desktop/.       S(.hitiims  tor  a  small  plan 


IBM  PCJOO 
Intel'  ProShate'" 
Up  to  166MHz  Pentium" 
processor  '  I  NetFinity'" 
management  soltware 
Internet  home  page  offering 
Lotus'  SmartSuite* 


F.Hu,n-ttj>m  KST  In  Cuuula.  ,„ll  I  IIIKI  ll,r,-:!2'l'l  (csl,  /„;■,/,„„„„■;:(  ?  Ir,l7l)    lulrnial  /■;,;.'i-.m/ ./.rr,/  -hliMlh  Ul\l  is  a  ,,;i,slr,-r,llu„lrm,ul.  ami  \illm,ls  nt„l  S.,l,iW,iis  jni  .,  small  phiwl 

r<ulemarks  uj  Iritt'rnatlinial  liusim  ss  Mw  liinrs  (  nrponilinii-  liilrl  mul  I'tnlitiin  an-  n-iitslrir<l  fniilritnii  is  anti  I 'mShinr  is  u  tnuli  mull  nf  hilrl  (  nip.  inliis  tind  SmanSuilr  iiri  ivdlsdntt  ninlrmiiil,  s  k/ 
s  Corpnmtiim.  <5>m6  IIIM  Cnj,.  Ill  ii/ihls  n-sni  r<l. 


How    TERRY    HOOPER    MADE    THE    WISE  DECISION 

TO     DUMP    HER     STOCK     IN     THE     MIDDLE    OF    A  LAKE. 


It's  amazing  what  you  can  do  with  a  pager  these  days.  And  PageNet  allows  you  to  choose  local, 
regional  or  national  coverage  at  an  unbelievable  value.  So  now.  being  out  of  the  office  doesn't 
mean  being  out  of  the  game.  For  more  information  about  the  world's  largest  paging  company  call 
1-800-PAGENETor  visit  our  Internet  website  at  http://www.pagenet  com 


8:21  AM. 

'/'he  hike  niah  csjiir  a  well- 
deserved  break.  A  page  from  liei 
broker  informs  thai  lite  risky 
slock  purchase  opened  al  7  7/.V. 

10:46  AM. 

Had  news.  AJler  sitting  on 
her  sunglasses,  she  sees  thai 
il  dropped  lo  5  }/4. 

12:27  P.M. 

Sell  quickly  lo  avoid  a  total 
loss?  So.  she  digs  her  feel  ini< 
the  soft  sand  and  wails. 
Il  clind's  back  lo  7. 

2:42  P.M. 

Thejluclualing  slock  jumps 
and  she  sells  before  Ihe  hollon, 
drops  Old.   1  rehu  ing  day  ha.' 
turned  a  snitdl  profit, financial 
and  a  big  one  menially. 


IN    TOUCH    AND  INGENIOI 


We  Feature  Quality  Motorola'  Pagers 


gternational  Outlook 


TED  BY  STANLEY  REED 


FALY:  WHY  BUSINESS  IS  CHEERING 
HE  LEFT'S  WIN 


ilians  usually  refer  to  Romano  Prodi,  the  Bolognese  econ- 
mist  turned  politician,  as  "il  Professore."  Indeed,  Prodi's 
areful  way  of  expressing  himself  often  seems  more  suited 
he  university  than  to  the  cynical,  cutthroat  world  of  Ital- 
politics.  During  the  recent  electoral  campaigTi,  Prodi  was 
niled  by  opponents  as  a  stodgy,  colorless  figure. 
:ut  the  Pi"of  is  now  having  the  last  laugh.  In  a  smprise  vic- 
■,  his  Olive  Tree  coalition  of  foiTner  Communists  and  mar- 
oriented  centrists  came  out  on  top  in  the  Apr  21  elections, 

Prodi  is  likely  to  become  Prime  Minister  in  mid-May. 
because  the  vote  didn't  produce  a  hung  pai'liament  as  many 

feared,  a  Prodi  government 
lid  be  able  to  ride  out  the  po- 
al  squalls  that  have  typically 
mped  weak  Italian  govern- 
its.  The  betting  is  that  he  will 
ible  to  move  forward  on  pri- 
zation  and  keep  spending  un- 

control.  He  also  wants  to 
ig  Italy  back  into  Europe's 
nstream  by  negotiating  its 
itry  into  the  exchange  rate 
nanism  (erm),  which  Italy  left 
992.  "By  Italian  standai'ds,  the 
spects  do  look  good,"  says 
iman  Brothers  London-based 
or  econoinist  Giorgio  RadaelU. 

PING  LIRA.  The  promise  of  PRODI  AND  VELTRONI:  Pragmatic,  reform-minded 
first  stable  government  in 


Blair's  British  Labor  Party  than  with  hard-core  Marxist 
groupings.  Walter  Veltroni,  No.  2  in  the  Olive  Ti-ee,  is  editor 


rs  has  many  Italian  business  executives  cheering  Prodi, 
y  and  the  markets  like  his  platform  of  privatization,  fis- 
austerity,  and  pursuit  of  the  tough  economic  criteria 
ded  for  European  monetary  union.  After  the  vote,  the  lira 
)ed  2%  against  the  Gemian  mark,  while  the  Milan  bourse 
one  of  its  biggest  one-day  rallies  on  Apr.  22.  "We  can  see 
!S  coming  down  by  200  basis  points  in  the  next  year,"  pre- 
s  Dominic  Konstam,  Southern  Europe  analyst  at  Credit 
3se  First  Boston.  Thirty-year  government  bonds  now 
d  about  10%. 

^though  Prodi's  vanquished  center-right  rival,  Silvio 
'lusconi,  talked  up  Reagan-style  tax  cuts  and  reduced 
ernment,  voters  focused  more  on  the  recycled  political 
ks  and  far-right  protectionists  in  his  Freedom  Alliance.  In 
trast,  Prodi's  team  looks  pragmatic  and  modem-minded, 
e,  Italy's  former  Communist  Party,  renamed  the  Democ- 
c  Party  of  the  Left,  will  be  by  far  the  biggest  parliamen- 
/  group  in  Prodi's  coalition.  But  it  has  more  in  common 
se  days  with  Eurojjean  center-left  parties  such  as  Tony 


of  UUnita,  the  once  feared  Communist  Party  daily  paper,  but 
he  has  long  stated  an  ambition  to  remake  the  Italian  left  in 
the  image  of  the  U.  S.  Democratic  Party. 

While  Prodi  served  a  long  stint  as  head  of  Italy's  mam- 
moth state-nm  holding  company  iRi,  he  isn't  considered  a  die- 
hard statist.  At  IRI,  he  spun  off  caiTnaker  Alfa  Romeo  and  sold 
off  the  two  lai'gest  state-owned  banks.  "I  was  the  only  one  who 
ever  really  privatized  anything  in  this  country,"  he  boasts. 
In  fact,  Prodi  stacks  up  as  markedly  pro-business  for  a  Eu- 
ropean leader.  He's  seen  as  a 
champion  of  the  small  and  mid- 
size enterprises  that  are  the 
heart  of  the  economy.  He  is  also 
close  to  Italy's  industrial  dynasts, 
including  the  Agnellis  of  Fiat  and 
Olivetti's  Carlo  De  Benedetti. 
Abroad,  he  is  friendly  with  top 
CEOs,  including  John  F.  Welch  Jr. 
at  General  Electric,  Robert  Allen 
at  AT&T,  and  Gerhard  Cromme 
at  German  steel  giant  Krupp. 
Prodi  also  knows  Wall  Street,  re- 
cently serving  as  an  adviser  to 
Goldman,  Sachs  &  Co. 

But  Prodi  will  need  both  polit- 
ical and  financial  savvy  to  slash 
deficits  enough  to  quaUfy  for  Eu- 
ropean monetary  union.  Top  priority  will  go  to  jump-starting 
Italy's  privatization  progi-am.  The  fii'st  target,  he  says,  will  be 
state-controlled  telecom  giant  Stet. 

One  big  doubt  is  whether  Prodi  can  handle  the  far  left.  The 
hard-line  Communist  Reconstniction  Party,  wiiich  supported 
the  Olive  Ti'ee  in  the  campaign,  opposes  privatization  and  is 
pushing  for  a  restoration  of  the  wage  indexation  that  did  so 
much  to  entrench  liigh  inflation  in  the  1970s.  Still,  on  key  eco- 
nomic issues  Prodi  can  probably  counter  the  leftists  tkrough 
support  from  the  regionalist  Northern  League  and  individual 
members  of  the  center-right  opposition. 

Another  negative  is  that  Prodi  has  never  held  elective 
office.  But  if  he  can  handle  government  affairs  as  well 
as  he  ran  his  campaign,  he  may  be  able  to  push  Italy  back 
near  the  center  of  European  decision-making.  Being 
the  world's  fifth-largest  economy  should  gain  Italy  such 
stature,  if  Prodi  can  minimize  the  chaotic  politics  that 
has  so  often  diminished  its  role. 

By  John  Rossant  in  Rome 
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Restart  the  stalled 
sell-off  of  state 
enterprises.  Prodi's 
leftist  allies  may  not 
go  along. 


Rebuild  ties  to 
France  and  Germany. 
Rejoin  Europe's 
exchange  rate 
mechanism. 


Launch  an  infrastruc- 
ture program  to  cut 
12%  jobless  rate. 
Can  Prodi  do  this 
without  a  tax  hike? 


Simplify  the  byzan- 
tine  tax  system. 
But  changing  it  may 
be  hard  to  sell 
politically. 
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CYBERSPACE 


LAW  CREEPS 

ONTO  THE  LAWLESS  NET 

Can  regulation  and  liberty  coexist  online?  Or  will  technology  outwit  the  pohce? 


Gmmmnients  of  the  hf  dust  rial  Woiid, 
you  weary  giants  of  flesh  and  steel,  I 
come  frotri  Cyberspace,  the  new  home  of 
Mind.  On  behalf  of  the  future,  I  ask 
you  of  the  past  to  leave  us  alone.  You 
are  not  welcome  amoug  us.  You.  have  no 
sovereignty  where  we  gather. 

From  "A  Declaration  of  the 
Independence  of  Cyberspace" 
John  Perry  Barlow 
Feb.  8,  1996,  on  the  Internet 

This  anthem  by  former  Grateful 
Dead  lyricist  Barlow  has  spread 
like  kudzu  through  the  electrical 
wires  of  the  virtual  world.  Since 
Barlow  posted  it  on  the  Internet  to 
protest  the  President's  signing  of  the 
Communications  Decency  Act,  which 
criminalized  online  transmission  of  of- 
fensive materials,  moi-e  than  5,000  Web 
sites  have  picked  up  and  rebroadcast 
the  defiant  message  worldwide.  In  re- 
cent months,  the  wired  nation  has  siz- 
zled with  rebellion,  as  emblems  of  elec- 
tronic freedom — a  fist  clutching 
lightning  bolts  and  blue  ribbons  fash- 
ioned on  the  red  aids  symbol — zap 
around  the  globe. 

Barlow's  feisty  manifesto  and  other 
messages  of  cyberlibeity  mark  a  stand- 
off between  passionate  Netizens  and  the 
government.  As  the  virtual  world  wit- 
nesses an  influx  of  mainstream  usei's — 
fi'om  ordinaiy  fainilies  to  large  coqiora- 
tions — U.  S.  officials  and  their  global 
counterparts  are  laying  down  laws  to 
tame  the  electronic  frontier.  For  Neti- 
zens, the  outside  interference  is  an  af- 
front to  their  libei-tarian  creed.  "This  is 
an  assault  by  one  culture  against  an- 
other," charges  Barlow. 

But  the  fi-eewheeling  days  of  the  In- 
ternet as  a  cultural  outpost  are  over 
Online  users  have  multiplied  twentyfold 
fi'om  1  million  in  1988,  antl  commerce  on 
the  Net  is  expected  to  reel  in  $45.8  bil- 
lion by  2000,  up  from  an  estimated  $2.2 
billion  last  year.  Governments  are  racing 
to  clear  the  way  for  a  well-functioning 
virtual  marketplace  by  imposing  rules 


against  potential  plagues  ranging  from 
pornography  to  copyright  infringement 
to  consumer  fi-aud.  A  lack  of  safeguards 
will  "slow  down  the  growth  of  wiiat  is 
likely  to  be  a  major  boon  for  consumers 
and  business,"  says  Larry  Irving,  as- 
sistant secretary  of  commerce  for  com- 
munications and  information. 

As  they  i^ick  up  speed  on 
the  Information  Su- 
perhighway,  U.S.  of-  ' 
ficials  are  discovering 


that  technology  is  remarkably  resist;  t 
to  their  control.  Both  regulators  :i 
businesspeople  are  wondering  if  sciei. 
has  finally  outwitted  the  art  of  gov- 
nance.  "We're  facing  the  frontier  of  If 
law,"  remarks  Peter  F.  Harter,  pub 


licy  counsel  for  Netscape  Communi- 
tions  Corp. 

For  one  thing,  the  self-propeUing  In- 
met,  designed  in  1969  by  the  U.  S. 
veminent  itself  to  avoid  sabotage  in 
5  event  of  a  nuclear  attack,  can't  be 
jied  in  by  any  one  country.  The  glob- 
network  of  overlapping  links  auto- 
itically  reroutes  messages  when  any 
e  channel  is  blocked.  So  smut  that's 
tined  in  the  U.  S.  can  wend  its  way 
,0  American  homes  through  electrical 
pulses  in,  say,  Amsterdam.  On  the 
it,  the  very  concept  of  geographic 
undaries  is  overthrown. 
Many  cybemauts  and  regulators  are 
ping  new  technology  itself  can  help 
;tle  some  of  the  thorny  legal  dilem- 
is.  Several  software  packages  have 
eady  been  developed  that  enable 


31d  Laws, 

sfew 

Jealm 

lovemments  are 
tying  to  bring  law 
nd  order  to 
yberspace.  But 
hteit  rules  don't 
Iways  fit.  A  few 
3gal  concepts  in 
ransition: 


than  physical-world  laws.  For  instance, 
they  could  decide  a  dispute  over  copy- 
right infringement  in  days,  vs.  months 
in  a  terrestrial  court.  Then  it  would  be 
up  to  the  parties  to  agree  to  abide  by 
the  decision. 

One  of  the  virtual  court's  first  cases: 
On  Apr.  18,  James  E.  Tierney  of  Lis- 
bon Falls,  Me.,  pleaded  for  the  removal 
of  an  ad  on  America  Online  Inc.  offering 
bulk  E-mail  marketing  sei"vices.  Unso- 
licited E-mail  is  "bad  policy  for  the 
Net,"  he  says.  "Just  like  the  common 
law  started  hundreds  of  years  ago  in 
England,  we're  building  a  precedent." 

In  the  end,  an  uneasy  tiaice,  combin- 
ing technology.  Net  mores,  and  old-fash- 
ioned regulation,  is  likely  to  emerge 
from  the  current  conflict  between  the 
bureaucrats  and  the  cybemauts.  "We 


by  summer.  The  parties  will  then  take 
the  case  to  the  Supreme  Court,  which  is 
expected  to  hear  it  this  fall. 

Cybemauts  say  the  law  shows  how 
little  ham-fisted  bureaucrats  understand 
cyberspace.  To  anyone  familiar  with  the 
Net's  stmcture,  it's  clear  that  the  new 
restrictions  will  be  unenfoi'ceable.  Law- 
makers, they  say,  are  trying  to  gi'aft 
onto  it  a  regulatory  framework  devised 
for  broadcast,  a  different  medium  based 
on  finite  spectrum  and  geographic  limits. 
By  contrast,  in  cyberspace,  everyone 
with  a  modem  is  a  broadcaster — and  a 
viewer  Controlling  the  wir-ed  multitudes 
is  infinitely  harder  "Taking  notions  fr-om 
the  old  media  is  wrong,"  says  New  York 
new  media  attomey  Ruth  Day. 

What's  more,  by  criminalizing  the 
posting  of  "patently  offensive"  material 


CENSORSHIP 


TODAY'S  SOLUTION 


Countries  seeking  to  restrict 
subversive  online  material 
are  banning  access  to  it  or 
criminalizing  its  distribution. 


COPYRIGHT     The  U.S.  wants  to  declare  all 
transmissions  between 
computers  copyrighted  work. 


WHY  IT  WON'T  WORK 


TOMORROW'S  FIX 


Since  the  Internet  is  a  global     Users  themselves  can  already 


medium,  laws  in  any  one 
country  can  do  little  to  stop 
information  or  images. 


block  out  unwanted  material 
with  specially  designed  soft- 
ware. Also,  a  rating  system  in 
the  works  will  help  users 
screen  content. 


Netizens  fear  an  explosion 
of  infringement  lawsuits  over 
anything  posted  in  cyberspace. 


FRAUD  Federal  and  state  law 

enforcement  officials  are 
pursuing  online  scamsters 
under  existing  fraud  laws. 


New  encrypted  software  will 
soon  enable  valuable  copy- 
righted works  to  be  sent 
online  without  fear  of  theft. 


Scamsters  can  continue 
to  operate  offshore,  outside 
the  jurisdiction  of  the 
authorities. 


Netizens  are  trying  to  police 
wrongdoers  through  their 
own  institutions.  And  U.S. 
authorities  will  try  to  coordi- 
nate enforcement  with  inter- 
national counterparts. 


;rs  to  block  out  unwanted  material, 
1  programs  that  promise  to  safeguard 
:ctronic  distribution  of  copyrighted 
>rks  are  evolving  rapidly  (page  62). 
ese  fixes  may  go  a  long  way  toward 
resolving  much  of  the  debate. 

Die-hard   Netizens,  of 
course,  prefer  self-nale,  and 
they're  developing  new 
software,  common 
ethical  codes,  and 
even  new  govem- 
ing  institutions  on- 
line. There's  now  a 
Virtual  Magistrate, 
an  online  tribunal  found- 
ed in  March  by  the  Cy- 
'  berspace  Law  Institute  to 

resolve  disputes  arising  in  the  elec- 
mic  sphere.  Magistrates,  appointed 
•  their  famiharity  with  the  Net  by 
5  institute  and  other  legal  groups, 
in  to  rule  on  voluntarily  submitted 
>es  by  the  norms  of  cyberspace  rather 


need  new  institutions  that  match  the 
characteristics  of  the  Net,"  says  Henry 
H.  Peiritt  Jr.,  a  law  professor  at  Vil- 
lanova  University.  "We  have  to  modify 
the  mles  to  fit  the  new  technology." 
CLUNKY  MOVES.  Regulators  aren't  ad- 
justing easily  to  the  Net's  reahties,  and 
Uncle  Sam  has  made  some  clunky 
moves.  Take  the  Communications  De- 
cency Act,  which  authorizes  criminal 
fines  of  $250,000  and  two-year  jail  sen- 
tences for  those  who  intentionally  trans- 
mit "indecent"  materials  or  make  them 
available  to  minors  online.  When  it  be- 
came law  in  Febmary,  the  online  com- 
munity went  ballistic,  and  the  Net 
crackled  with  protest.  The  American 
Civil  Liberties  Union,  Microsoft,  aol, 
and  other  Net  advocates  immediately 
filed  a  constitutional  challenge — with  lit- 
tle choice  but  to  fight  for  their  cause  in 
a  traditional  court.  The  suit  is  pending 
in  a  federal  district  couit  in  Philadel- 
phia, which  is  likely  to  decide  the  case 


that  might  make  its  way  to  a  minor, 
the  law  casts  a  chill  over  all  speech  on- 
hne,  insist  civil  libertarians.  "Fear  plus 
ignorance  shouldn't  equal  public  policy," 
bristles  Adam  M.  Eisgrau,  legislative 
counsel  for  the  American  Libraiy  Assn., 
which  is  also  challenging  the  law  in 
court.  Instead,  Net  advocates  want  in- 
dividuals to  make  their  own  choices,  us- 
ing technology  to  block  so-called  unde- 
sirable sites  and  online  discussion 
groups. 

It's  a  constant  refrain  by  Netizens: 
Lawmakers,  bureaucrats,  and  judges 
think  in  outdated  ways.  For  instance, 
judges  are  now  pondering  whether  to 
apply  laws  for  common  carriers,  pub- 
hshers,  or  bookstores  to  determine  an 
onhne  service  company's  responsibility 
for  subscribers'  libel  or  copyright  viola- 
tion. Each  has  different  responsibilities. 
Publishers  can  be  sued  for  what  they 
print.  But  common  carriers  and  book- 
stores aren't  responsible  for  authors'  h- 
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belous  statements.  "We  don't  fit  neatly 
into  any  box,"  says  Bill  Bmrington,  pub- 
lic-policy director  for  aol.  "We're  the 
uncommon  earner" 

Congress  hasn't  absorbed  the  mes- 
sage yet.  The  next  vii-tual  battleground 
in  cyberspace  will  be  over  copyright. 
Lawmakers  are  considering  legislation 
to  apply  copyright  to  all  digital  trans- 
missions. The  proposal  is  meant  to  make 
the  virtual  marketplace  safe  for  big 
companies  such  as  Walt  Disney,  Time 
Wanier,  and  the  McGraw-Hill  Compa- 
nies (publisher  of  business  week)  to 
sell  movies,  compact  disks,  and  books 
there.  "We're  in  a  veiy  embryonic  stage, 
where  people  vwll  stait  to  produce  prod- 
ucts for  distribution  online,"  says  Patent 
&  Trademark  Commissioner  Biiice  A. 
Lehman.  "Those  products  will  require 
copyright  protection." 

Indee<l,  media  companies  feai'  the  mind- 
boggling  possibilities  of  online  copyiight 
violations,  which  could  easily  dwaif  the 
$20  billion  piracy  problem  today.  "Making 
a  physical  copy  to  distiibute  is  costly  and 
cumbersome,"  says  Paul  Sagan,  president 
of  new  media  at  Time  Inc.  "But  online  it's 
cheap,  fast,  and  global." 

For  now,  the  problem  is  relatively 
minor:  It  takes  almost  two  hours  to 
scan  a  200-page  book  online.  Simon  & 
Schuster  ceo  Jonathan  Newcomb  ad- 
mits: "The  economic  loss  has  been  de 
minimis."  Still,  a  few  episodes  have  oc- 
curred. In  Februaiy,  the  publisher  found 
a  bootleg  copy  of  its  Hitchhiker's  Guide 
to  the  Galaxy  posted  by  a  student,  who 
removed  it  later 

IN  THE  MIDDLE.  To  publishers'  delight, 
legislation  introduced  by  Representa- 
tive Carlos  J.  Moorhead  (R-Calif.)  and 
Senator  Orrin  G.  Hatch  (R-Utah)— 
chairs  of  the  intellectual-property  panel 
of  the  House  and  Senate — would  de- 
clare all  transmissions  of  text,  music, 
or  video  ft"om  one  computer  to  another 
a  copy,  and  thus  covered  by  copyiight 
law.  The  proposal  has  the  online  com- 
munity in  fits.  With  such  a  law,  essen- 
tially all  activity  in  cyberspace — espe- 
cially the  relaying  of  online  discussions 
over  the  thousands  of  computer-to-com- 
puter links — would  be  open  to  charges 
of  infringement.  "Cyberspace  is  copy- 
ing," fumes  Georgetown  University  law 
professor  David  Post.  But  Lehman  in- 
sists Netizens  have  overreacted.  By  law, 
all  creative  works  are  copyrighted,  he 
says,  but  only  a  fraction  become  the 
siibject  of  litigation. 

Online  service  companies,  which  fimc- 
tion  as  access  points  to  the  Net,  are 
caught  in  the  middle.  They  want  a  leg- 
islative safeguai'd  because  they  say  they 
cannot  patrol  the  millions  of  daily  trans- 


BLUE-RIBBON  ACTIVISTS:  Against  cybercemors 


missions  by  their*  subscribers.  "It  would 
become  a  nightmare,"  says  Stephen  M. 
Heaton,  general  counsel  for  CompuSei've 
Inc.  The  House  intellectual-property 
subcommittee  is  now  tiying  to  broker  a 
compromise,  requiring  online  service 
providers  to  remove  infringed  works 
only  when  they  are  notified  of  them. 

Even  before  the  mles  are  set,  there's 
enough  potentially  illegal  activity  to 
keep  enforcers  busy  policing  the  I-way. 
The  Federal  Trade  Commission  and  the 
states  have  brought  two  dozen  cases 
over  the  past  year  against  online  fi'aud- 
sters  peddling  everything  from  credit 
repair  scams  to  medicinal  cure-alls. 
"There  has  to  be  someone  you  can  call 
when  you've  been  ripped  off,"  says  Min- 
nesota Attorney  General  Hubert  H. 
Humphrey  III,  who  filed  six  cases  last 
July  against  online  scams. 

But  even  these  more  straightfoi-ward 
cases  are  worrisome  to  cyberexperts, 
especially  the  assertion  of  local  laws 
over  their  global  space.  "They're  map- 
ping statehood  onto  a  domain  that 
doesn't  recognize  physical  boundaries," 
says  Georgetown's  Post.  "When  150  ju- 
risdictions apply  theii'  law,  it's  a  con- 
flict-of-law nightmare."  Indeed,  users  of 
cyberspace  fear  surprise  attacks  at  any 
time  from  the  four  comers  of  the  earth. 


Last  year,  Germany  ord( 
CompuServe  to  prevent  Gj 
man  citizens  from  access 
sex-related  Usenet  grou 
and  China  ordered  the  re, 
tration  of  all  its  Net  useri 
Decrying  government  p| 
hibitions,  Netizens  insist  t 
only  technology  and  self- 
can  work  in  their  unboun 
I'ealm.  In  the  early  years, 
users  relied  on  a  shared  o 
of  conduct  called  Netique] 
to  keep  vicious  verbal  atta 
and  other  abuses  in  line.  N( 
they  want  to  build  their  a 
institutions — a  sort  of  Cyb| 
League  of  Nations — to  st: 
off  outside  control.  "If 
don't  have  self-governme| 
we're  going  to  have  forei 
government,"  warns  Est' 
Dyson,  chainnan  of  the  EL 
tronic  Frontier  Foundatio: 
San  Francisco  online-rig 
gi'oup. 

"MORE  COMPULSION."  Th 

homegrown  remedies  h 
their  limitations.  Even  so: 
cybernauts  concede  that 
fraud  and   criminal  cas| 
there  is  cui"rently  no  alte: 
five  to  government  inters 
tion.  "For  people  who  wi 
to  play  nicely  with  each  other,  self-g( 
emance  is  a  wonderful  solution,"  ci 
ments  Lance  Rose,  an  attorney  in  Mo] 
clair,  N.J.  "But  often,  a  lot  m 
compulsion  is  required." 

Just  as  Netizens  are  starting  to  ri 
ognize  a  need  for  government,  soi 
U.  S.  officials  are  learning  to  bend  th 
minds  around  cyberconcepts.  A  grq 
of  lawmakers  led  by  Representati 
Rick  Wliite  (R-Wash.)  recently  launch 
an  Internet  Caucus  to  educate  me 
bers  of  Congress  about  the  medid 
And  as  the  U.  S.,  which  leads  the  woj 
in  popular  usage  of  cyberspace,  devi: 
ways  to  harness  the  Net,  other  coi 
tries  will  have  to  climb  aboard  for 
rules  to  work  worldwide.  "We  don't 
lieve  in  a  global  system  of  govemancj 
says  the  Commerce  Dept.'s  Irving, 
we  need  to  have  some  dialogue." 

In  the  meantime,  the  tug-of-war  1 
tween  Netizens  and  their  govemmei 
will  continue.  As  the  two  sides  rea 
toward  a  fitful  accommodation,  it  m 
not  be  the  Net  Utopia  that  John  Pei 
Barlow  dreams  of,  but  neither  vrill 
be  a  tightly  iim  colony.  In  the  end,  a  ! 
of  rules  that  pleases  neither  side  ( 
tirely  may  be  the  fomnula  to  take  < 
berspace  into  the  next  century. 

By  Catherine  Yang  in  Washingt 
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COPYRIGHT'S  NEW  DIGITAL  GUARDIANS 


A high-stakes  battle  is  raging  in  cy- 
berspace over  copyright  protec- 
tion. Traditional  book  publishers, 
record  companies,  and  moviemakers 
want  extensive  copyright  safeguards 
on  the  Net.  Netizens  protest  that 
such  rules  can  be  arrogant  incursions 
into  a  medium  based  on  free  access 
to  information.  Yet  even  as  they  tus- 
sle, both  sides  hope  that  new  tech- 
nology will  bridge  the  divide  be- 
tween them — offering  ways  to 
prevent  the  theft  of  copyrighted 
work  vdthout  clamping  down  too 
hard  on  Net  ways. 

Publishers  often 
view  encryption  as 
the  magic  bullet.  But 
using  encryption  to 
protect  electronic 
data  is  like  securing 
the  barn  vdth  a  high- 
tech combination 
lock.  The  lock  is  all 
but  impossible  to 
open  vdthout  know- 
ing the  combination, 
but  once  the  bam 
door  svdngs  wide, 
the  animals  are  loose 
and  forever  beyond 
control.  With  a  few 
keystrokes,  a  de- 
crypted document 
can  be  dispatched  via 
the  Internet  to  thou- 
sands of  recipients,  each  of  whom 
can  relay  more  copies  to  more  peo- 
ple. For  copyright  owners,  it's  the  ul- 
timate nightmare. 

Now,  there's  a  new  generation  of 
copyright  guardians  that  promises 
eternal  vigilance  (table).  But  while 
many  different  schemes  are  emerg- 
ing, "there  probably  is  no  absolute 
fix,"  says  R.  M.  "Chick"  Hayden,  di- 
rector of  Information  Infrastructure 
Programs  for  the  American  National 
Standards  Institute.  "The  folks  bent 
on  copying  will  always  flgui'e  out  a 
way  to  do  it." 

What  the  new  gizmos  can  do, 
though,  is  nail  the  offenders.  Digital 
signatures,  for  example,  are  the 
electi-Onic  equivalent  of  a  water- 
mark. And  encrypted  "containers," 
when  opened,  commit  the  user  to  a 
binding  contract.  Both  technologies 
can  trace  the  illicit  copies  back  to 
the  source. 


For  example,  digital  signatures 
can  be  embedded  as  holographic  data 
in  a  video  cUp,  sound  recording,  or 
graphics  image.  The  individual  bits 
cannot  be  seen  or  heard,  and  they 
are  virtually  impossible  to  remove, 
because  they  are  randomly  sprinkled 
throughout  the  document.  There  are 
so  many  hidden  bits  that  the  signa- 
ture will  survive  even  repeated  ana- 
log-digital conversions,  say  scientists 
at  NEC  Corp.'s  research  laboratory  in 
Princeton,  N.  J.  So  playing  digital 
music,  rerecording  the  sounds,  then 
digitizing  the  copy  won't  eliminate 
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the  hidden  tags.  Digimarc  Corp.  in 
Portland,  Ore.,  and  dice  Co.  in  Palo 
Alto,  Calif.,  make  similar  claims  for 
their  products. 

The  holographic  approach  will  not 
work  for  software  programs  or  com- 
puter-generated text  files,  however. 
Changing  even  one  bit  in  such  docu- 
ments alters  the  content  and  would 
inject  errors  into  a  text  file — and 
would  certainly  render  a  computer 
progi'am  unusable.  The  solution:  soft- 
ware boxes  that  can  be  pried  open 
only  when  the  user  agrees  to  a  pur- 
chase deal. 

AUTOMATIC  PAY.  These  digital  pack- 
ages are  designed  to  ensure  that 
whenever  a  user  calls  up  a  program 
or  data,  the  creator  or  pubUsher  gets 
paid — automatically.  IBM  calls  its  ver- 
sion Cryptolopes,  from  encrypted  en- 
velopes. Electronic  Publishing  Re- 
sources Inc.  in  Sunnyvale,  CaUf., 
offers  DigiBox.  And  Release  Soft- 


ware Corp.,  in  Palo  Alto,  has  Auto- 
.  Pay.  These  digital  containers  include 
software  with  information  about 
ovimership  plus  constraints  on  the  in- 
formation's use  and  related  pricing 
plans.  For  example,  a  user  can  be  of- 
fered a  range  of  options,  from  buying 
an  entire  file  for  unlimited  use  to 
purchasing  just  a  portion  for  one- 
time inclusion  in  a  management 
report. 

More  variations  on  these  themes 
are  coming.  The  Copyright  Office  is 
in  the  process  of  testing  a  system 
developed  by  several  universities 
working  with  the 
Corporation  for  Na- 
tional Research  Ini- 
tiatives (CNRI)  in  Re- 
ston,  Va.  The 
European  Commis- 
sion is  developing  an 
approach  dubbed  Im- 
primateur,  which  is 
short  for  Intellectual 
Multimedia  Property 
Rights  Model  &  Ter- 
minology for  Univer- 
sal Reference. 

And  so-called  infor- 
mation-metering, or 
pay-per-use,  systems 
seem  to  be  catching 
on  in  business-to- 
business  transactions, 
despite  their  vulnera- 
bility to  the  bam-door  syndrome. 
"Corporations  really  aren't  interested 
in  stealing  information,"  explains 
Thomas  H.  Lipscomb,  president  of 
Infosafe  Systems  Inc.  in  New  York — 
at  least  not  when  information  is  of- 
fered at  a  fair  price.  "The  relation- 
ship is  what's  important." 

While  the  problem  of  protecting 
digital  copyrights  hasn't  been  solved 
for  all  time — and  may  never  be — the 
hand-wiinging  is  beginning  to  sub- 
side. John  Garrett,  who  helped  devel- 
op the  Copyright  Office  system  at 
CNRI  before  founding  his  own  cyber- 
space staitup,  predicts  that  the  In- 
ternet will  tmn  out  to  be  no  worse 
than  xerography.  "Remember  how 
terrified  publishers  were  of  copy  ma- 
chines— that  people  would  buy  one 
magazine  subscription  and  make 
dozens  of  copies?"  he  recalls.  "It 
didn't  happen." 

By  Otis  Port  in  New  York 


Catching  Copycats  Online 

A  few  technological  fixes  for  copyright  violation  on  the  Internet 


TECHNOLOGY 

HOLOGRAPHIC 
SIGNATURES 


ENCRYPTED 
"CONTAINERS" 


INFORMATION 
METERING 


APPLICATIONS 

Graphics  images,  sound, 
recordings,  movies,  and 
video  recordings 

Computer  programs  and 
text  files 


Any  electronic  document 


DETERRENCE  CONCEPT 

Embeds  hidden  tags,  or  digital 
watermarks,  that  enable  illicit 
copies  to  be  traced  to  their 
source 

Opening  a  container  entails 
agreeing  to  contractual 
conditions,  which  can  be  docu- 
mented if  violations  occur 

System  provides  an  audit  trail 
of  retrieved  data,  deterring 
violations 
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To  Improve  Your 

Drive 


Ask  Tom  Kite  how  to  improve  your  drive,  and  he 
tell  you  to  get  hehmd  the  wheel  of  a  Chrysler  vehicl 
"^hich  isn't  all  that  surprising  given  Chrysler 
leadership  role  in  both  engineering  and  design. 

Whether  it's  innovative  cab-forward  architectur 
for  extra  roominess  and  wheelsHoward^he -corners 
stability.  Or  rail-through  construction  for  increases 
quietness  and  greater  body  rigidity. 

Consider  LHS,  the  perfect  balance  between 
luxury  andperfannance.  Cim^,  winner  of  prestigou 
automotive  awards.  Town  &  Country ,  luxurious, 
yet  utilitarian.  Sebring,  a  sport  coupe  that 
actually  has  room.  Concorde,  the  pioneer  of  cab- 
forward  design.  And  Sebring  Convertible,  sleek  bm 
mth  an  honest-to- goodness  backseat. 

All  of  them  are  vehicles  that  should  decidedly 
improve  your  drive. 

Apart  from  followmg  through  on  your  swing 


Chrysl 


er 
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Sucmss  Pays  Of 


By  Thomas  Bonk   ;       ;  V 
Photography  by  Sam  Greenwood  :  ' 

Anyone  who  ever  has  spent  any  time 
swinging  a  golf  club  knows  that  there  :  h- 
certain  rules  that  always  ring  true  in  g( 
For  instance,  if  you  keep  your  left  arm  straigh 
your  head  down  and  about  a  million  other  thi 
in  line,  the  ball  is  supposed  to  go  where  you  , 
want  it.  There  are  more  rules,  fairways  usua' 
are  too  narrow,  greens  too  fast,  bunkers  toe 
deep  and  the  hole  too  small,  or  so  it  seems. 
- ;  -  But  there  are  ev^n  more  golf  rules,  the  o  ^ 
reserved  for  the  most  advanced  players.  Wit  i 
major  and  you  get  rich.  Win  an  important  to 
nament  and  you  get  rich  and  famous,  which  i 
where  Corey  Pavin  comes  in.  It  took  Mm  a  In; 
time  to  get  that  way.  Maybe  the  most  backhat 
ent  in  golf  is  to  be  known  as  "the  be 
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player  never  to  have  won  a  major,"  but  that's  the 
tag  that  v^as  stuffed  in  Pavin's  golf  bag,  right  there 
beside  his  clubs. 

He  lugged  it  along  with  him  for  years,  until  last 
summer,  until  Shinnecock  Hills,  until  the  U.S. 
Open,  until  he  swung  a  4-wood  on  the  last  hole 
of  the  last  round  of  the  last  day  and  somehow 
convinced  the  ball  to  stop  in  the  shadow  of  the 
flagstick.  The  rest  is  history,  as  they  say,  which  is 
a  pretty  nice  place  to  be  associated  with,  and 
not  just  because  it  pays  so  well. 

Pavin  and  his  agent,  Rocky  Hambric  of  Dallas- 
based  Cornerstone  Sports,  have  been  able  to 
make  winning  the  U.S.  Open  pay  off  in  ways  you 
can  see  every  time  he  walks  down  the  fairway. 
Pavin  isn't  exactly  a  billboard  wearing  spikes,  but 
let's  just  say  he  is  no  longer  an  undeveloped 
property  in  the  endorsement  game. 

The  offers  for  Pavin  to  play  golf  overseas 
have  increased  in  number  and  fee  until  there  are 
more  than  you  can  shake  a  perimeter-weighted, 
graphite-shafted,  cavity-backed  stick  at.  That's  a 
direct  result  of  hi^  victory  at  Shinnecock  Hills.  But 
Pavin  is  a  firm  believer  in  playing  a  conservative 
schedule,  which  doesn't  include  overextending 
himself  in  travel.  He  said  his  U.S.  Open  victory  at 
age  35  probably  was  timed  pretty  well. 

"I  don't  know,  but  I  believe  if  I  had  won  my 
first  major  when  I  was  younger,  I  don't  think  I 
would  have  had  the  maturity  to  sit  back  and  say, 
'I'm  not  going  to  play  everywhere',"  Pavin  said.  "I 
think  the  dollar  bill  would  have  been  a  little  more 
attractive  to  me  than  it  is  now. 

"I  think  everybody  enjoys  making  money,  but 
I've  been  out  here  long  enough  to  know  that 
if  I  played  too  much,  I'd  burn  myself  out.  The 
bottom  line  is  that  I  need  to  go  out  and  play 
good  golf,  or  things  like  endorsements  and  playing 
opportunities  will  go  away.  You  won't  have  offers. 
They  just  won't  happen." 

Certainly,  they're  happening 
now.  Pavin  is  such  a  hot  com- 
modity, steam  should  rise  off 
his  divots.  Is  he  swinging  a  heat 
lamp?  Much  of  the  reason  for 
Pavin's  prowess  in  the  endorse- 
ment field  is  because  of  his 
victory  at  the  U.S.  Open  last 
|une.  Hambric  also  has  put 
together  a  deal  for  a  Pavin 
golf  instructional  book  and  an 
instructional  video,  and  he  sifts 
through  the  invitations  for  Pavin 
to  play  tournaments  on  conti- 
nents where  the  only  common 
language  is  golf. 

The  Pavin  endorsement 
industry  is  doing  all  right,  said 
Hambric,  who  is  busy  steering 
it  in  a  new  direction  even  now. 


"He's  an  intelligent  player  and  person,"  Hambric 
said  of  Pavin.  "He  knows  that  in  order  for  him 
to  continue  to  play  great  golf,  he  has  to  schedule 
himself  properly.  He  has  been  very  disciplined  to 
make  sure  he  didn't  run  after  the  money  to  sacri- 
fice his  position  in  the  history  books. 

"As  far  as  business  goes,  I  think  the  only  other 
level  left  for  Corey,  since  he's  at  the  upper  end 
of  what  you  can  do  in  normal  golf  industry  rela- 
tionships, is  as  a  corporate  spokesperson  for 
companies  outside  the  golf  end." 

Pavin  spoke  at  the  national  sales  meeting  of 
Frontier  Corporation,  a  long  distance  telephone 
carrier,  in  Florida  in  January.  Jim  Whelan,  vice 
president  of  sales  for  Frontier,  said  the  company's 
deal  with  Pavin  involves  his  participation  in  adver- 
tising and  promotion,  such  as  wearing  the  compa- 
ny logo  on  the  front  of  his  shirt  and  by  the  use  of 
his  image  on  pre-paid  telephone  calling  cards. 

"Corey  can  deliver  real  value  to  our  image  and 
aid  us  in  reaching  consumers  and  business  telecom- 
munications decision-makers  with  our  messages," 
Whelan  said.  It's  a  brand  new  field  of  endorse- 
ments for  the  company,  which  previously  had 
never  used  an  athlete. 

Hambric  said  the  new  shirt  logo,  which  Pavin 
began  wearing  at  the  Nissan  (Los  Angeles)  Open 
in  February,  is  the  second  most  sought-after  posi- 
tion for  companies  who  want  their  names  to  be 
visible  on  TV  or  in  the  print  media.  The  top-rated 
location  for  a  company  name  is  on  the  player's 
headgear  -  on  hats,  caps  or  visors.  Corey  currently 
endorses  Cleveland  golf  clubs  on  his  hat.  He  has 
Cross  Creek  apparel  on  his  shirt  in  addition  to  the 
Frontier  logo  on  the  front. 

Besides  the  logos,  the  flood  of  endorsements, 
the  appearance  fees  and  corporate  outings,  Pavin 
decided  there  had  to  be  some  kind  of  balance 
between  his  golf  life  and  his  personal  life.  He  lives 


"The  bottom  line 
is  that  I  need  to 
go  out  and  play 
good  golf  or  things 
like  endorsements 
and  playing 
opportunities 
will  go  away." 


Cross  Creek  representative  Wayne  Gillts  and  agent  Rocky  Hambric  discuss  marketing  options  with  Corey  Pavin. 
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in  Orlando,  with  his  wife  Shannon  and  their  two 
young  sons,  9-year-old  Ryan  and  3-year-old 
Austin,  When  Pavin  is  at  home,  he  isn't  playing 
golf.  He  stores  his  clubs  in  the  corner  of  the 
garage  and  acts  like  a  more  conventional  father, 
not  the  globe-trotting,  golf  club-carrying  kind. 
Pavin  shares  in  car  pool  duties,  spends  time  help- 
ing with  homework  and  takes  the  kids  to  sporting 
events,  like  the  home  games  of  the  NBA's 
Orlando  Magic. 

At  stake  is  maintaining  a  delicate  balance 
between  a  professional  life  as  an  internationally 
acclaimed  golfer  and  a  father  driving  in  the  car  pool. 
But  Pavin  said  it's  something  he  needs  to  work 
on  to  make  himself  the  person  he  wants  to  be. 

"It's  a  very  difficult  thing  to  do,  though,"  he 
said.  "I  think  that's  probably  the  least  talked-about 
aspect  of  the  golf  world  -  how  much  we're  away 
from  home,  especially  if  you  have  a  family." 

To  combat  the  problem,  the  Pavins  follow 
something  they  call  the  "two-week  rule." 
Basically,  the  concept  is  that  Pavin 
won't  be  away  from  home  for 
more  than  two  weeks  at  a  time. 
Sometimes  he  may  play  three  or 
four  consecutive  weeks,  but 
Pavin  always  comes  home  for  at 
least  a  day  or  two  each  week 
between  the  tournaments. 

And  there  are  some  unusual 
benefits  that  a  golfer's  family  may 
enjoy.  Because  Pavin  won  the 
U.S.  Open,  he  was  invited  to 
play  a  tournament  in  Sun  City, 
South  Africa,  where  he  wound  up 
winning  a  $1  million  first  prize.  The 
Pavin  family  went  along  for  the  trip, 
and  afterward  they  enjoyed  an 
African  safari,  where  they  saw  lions, 
tigers,  elephants,  rhinos  and  a  leopard 
that  came  so  close  to  their  vehicle  that 
Pavin  thought  the  sleek  cat  may  have 
been  asking  for  a  lift. 

As  for  the  business  of  golf,  it's  defi- 
nitely a  bull  market  for  Pavin.  Titleist  is 
using  Pavin  in  an  expanded  role  with  its 
new  two-piece  HP-2  Tour  ball.  His  deal 
with  Cleveland  golf  is  up  for  renewal  at 
the  end  of  the  year,  and  his  ties  with 
Frontier  are  just  beginning.  Pavin  said 
it's  up  to  Hambric  to  sift  through  the 
business  proposals,  listen  to  the 
offers  from  the  golf  club  makers 
and  then  present  them  to  him. 
It's  an  agent-client  arrangement 
that  allows  Pavin  to  concen- 
trate on  golf.  The  final  decisions 
on  what  endorsements  a  U.S. 
Open  champion  selects  are  up 
to  Pavin. 


"It's  not  just  about  money,  although  that's  cer- 
tainly a  factor,"  he  said.  "I  mean,  it  is  a  business. 
We  players  have  a  window  of  when  we  play  our 
best  golf,  and  you  want  to  make  the  best  of  it.  But 
it's  very  important  for  me  to  be  with  companies 
that  are  solid,  with  a  good  reputation. 

"What  I'd  just  like  to  do  is  get  fair  market 
value  for  me.  Obviously,  a  guy  like 
Greg  Norman,  who  is  probably  one  of 
the  most  marketable  guys  out  there, 
can  bring  more  to  the  table.  Other  guys 
can't.  It's  like  Arnold  Palmer.  There's 
a  guy  with  tremendous  charisma  and 
everybody  wants  to  sign  him  up,  so  his 
market  value  is  a  lot  higher. 

"I'm  not  going  to  sit  here  and  feel 
bad  if  someone  is  making  more  money 
than  me,  as  long  as  I'm  getting  what  I 
feel  I  should.  Obviously,  after  I  won  the 
U.S.  Open,  my  value  went  up,  so  we 
had  to  figure  out  how  much  it  went  up, 
then  go  from  there." 

Appearance  fees  are  common  for  tournaments 
overseas,  and  Hambric  indicated  that  Pavin  is  one 
of  the  most  sought-after  players. 

"Corey's  fee  has  gone  up  and  I  don't  see  any 
way  it's  gonna  come  down,  given  the  fact 
he  isn't  going  to  do  a  lot  of  globe-trot- 
ting," Hambric  said.  "With  the  law  of 
supply  and  demand,  you've  still 
got  limited  supply  -  and  the 
demand  for  him  to  play  over- 
seas probably  has  quadrupled." 

Hambric  knew  much  of 
what  to  expect  as  financial  fall- 
out from  Pavin's  success  at  the 
U.S.  Open.  He  also  represents 
such  players  as  Larry  Nelson, 
Larry  Mize,  Scott  Simpson,  Hal 
Sutton  and  Bob  Tway,  who  all 
have  won  major  titles. 

"Pavin  IS  something  special,  and 
n  a  major  way,"  Hambric  said. 

"He's  in  a  very  unique  situa- 
tion, because  he's  not  a  Greg 
Norman,  he's  not  a  John  Daly. 
He's  not  6-feet-4,  huge-shoul- 
dered and  have  long  blond  hair, 
and  he  doesn't  hit  the  ball  300 
yards.  Corey  has  managed  to 
raise  himself  to  the  very  top 
of  the  golf  scene  in  his  own 
individual  way.  It's  paid  off 
for  him." 

So  if  anyone  is  curious 
about  the  way  the  business 
side  of  winning  a  major  golf 
title  works,  it's  not  that  hard 
to  figure  out.  Just  take  a  look 
at  Corey  Pavin. 
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Pavin,  shown  with  son  Ryan, 
has  a  good  balance  between 
his  golf  life  and  personal  life 


"Corey  has 
managed  to  raise 
himself  to  the 
very  top  of  the 
golf  scene  in  his 
own  individual 
way.  It*s  paid  off 
for  him." 


What  Good  Is  AFrequent 
Flyer  Program  If  The  Miles 

Take  Off  BeforeYouDo? 

Keep  flying  Delta,  and  your  miles  never  expire. 

Just  when  it  seemed  like  you  earned  enough  frequent  flyer 
miles  to  take  that  long-deserved  free  trip,  ZAP!  -  your  unused  miles  start 

expiring.  Such  is  the  case  with  some  other  airlines.  With  Delta  Air  Lines, 
wever,  you  can  extend  the  life  of  your  miles  indefinitely  Simply 
by  taking  a  qualifying;'"  Delta  or  Delta  Connection® 
flight  at  least  once  every  3  years.  You  can  even 
transfer  your  SkyMiles™  awards  to 
another  person. 

And  with  Delta,  you  can 
use  your  SkyMiles  to  more  than 
500t  cities  worldwide. 
Delta  SkyMiles.  The  one  frequent 
flyer  program  where  your  opportuni- 
ties are  truly  endless.  To  learn  more 
about  Delta  SkyMiles,  visit  our  web 
site  at  http://www.delta-air.com. 

A  Delta  Air  Lines 

You'll  love  the  way  we  fly' 
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.tandard  Delta  SkyMiles  program  rules  and  conditions  apply  "A  qujlihr'ing  segment  is  one 
/Delta  Connection  flight  taken  with  the  purchase  of  a  fare  that  is  eligible  fur  frequent  tlycr 
redit.  All  SkyMiles  awards,  except  elite-level  segment  upgrades  and  transoceanic  upgrades. 

fcrable  to  another  person.  However,  the  sale,  purchase,  assignment  or  barter  of  Delta 
award  travel  certificates  and  tickets  has  been  held  to  be  illegal.  At  the  time  of  ticketing,  the 
whose  name  appears  on  the  certificate  may  designate  the  free  ticket  be  issued  in  the  name 
>[her  person.  If  upgrades  are  transferred.  Delta  must  do  the  ticketing.  tBased  on  cities  served  by 
,  Delta  Connection  and  SkyMiles  partners.  Delta  Connection  flights  operate  with  Delta  flight 
numbers  3000-.S999  and  7000-7999.  ©1996  Delta  Air  Lines,  Inc. 
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Compete  in  the  ^  ^  ^ 

Andersen  Consulting  World  Championship  of  Golf 


Greg  Norman 


By  Chris  Smith 

Photography  by  Sam  Greenwood 

The  Andersen  Consulting  World 
Championship  of  Golf  entered  this 
year  refined  and  positioned  to  build 
upon  an  encouraging  1995  debut. 

A  recognition  of  the  attractiveness  of  match 
play  and  an  opportunity  to  reach  a  worldwide 
audience  were  the  reasons 
Andersen  Consulting  agreed  to 
become  the  title  sponsor  of  the 
event  last  year. 

Andersen  Consulting,  a  global 
management  and  technology  con- 
sulting company  that  has  37,000 
employees  in  56  countries,  saw 
the  event  as  an  ideal  vehicle  for 
visibility  throughout  the  world. 

"A  global  tournament  such  as 
this  is  a  powerful  tool  to  help  us 
reach  a  global  client  audience. 
I  don't  know  of  any  other  event  which  has 
this  kind  of  global  exposure,"  said  George 
Shaheen,  Andersen  Consulting's 
managing  partner.  "We  work 
with  clients  around  the  world, 
providing  integrated  business 
solutions  which  help  them 
change  to  be  more 
successful." 

The  organizers  of  the 
Andersen  Consulting  World 
Championship  of  Golf  saw  a  need  for  improve- 
ment despite  the  success  of  the  event's  first  year. 

Even  before  England's  Barry  Lane  captured 
the  $  I  million  top  prize  with  a  2-up  victory  over 
South  African  David  Frost  at  Grayhawk  Golf 
Club  in  Scottsdale,  AZ  on  the  last  day  of 
1995,  several  modifications  already  had  been 
announced  for  1 996. 

All  regional  play  was  condensed  into  single 
locations,  rather  than  using  multiple  sites  over 
a  several-month  span.  Last  year,  Japan  was  the 
only  regional  that  held  all  three  rounds  at  one 
site  over  a  two-day  period. 

"We  saw  that  this  format  worked  extremely 
well  in  Japan  in  1 995,  and  believe  that  it  will 


Defending  Champion  Bony  Lane 


enhance  both  the  gallery 
experience  and  television 
interest  worldwide  in 
1 996,"  explained  Tim 
Smith,  managing  director 
of  International  Sports  & 
Entertainment  Strategies 
(ISES)  in  Atlanta  and  a 
driving  force  behind  the 
tournament's  creation. 
"Players,  fans  and  media  will 
I-    all  know  the  outcome  of  each 
region's  championship  within 
48  hours." 

The  1 996  Japan  Regional 
was  held  March  30-3 1  at  Golde' 
Palm  Country  Club  in  Kagoshirr 
the  winner  was  Hisayuki  Sasaki. 
The  United  States  Regional  wa 
played  April  22-23  at  Reynold 
Plantation,  Lake  Oconee,  GA, 
which  also  was  the  site  of  the 
U.S.  first-round  matches  in  199 
The  European  Regional  is  sche 
uled  for  May  20-21  in  London 
and  the  Rest  of  the  World  - 
renamed  International  Regional 
Will  be  contested  July  29-30  at 
Blackwolf  Run  in  Kohler,  Wl,  site  o 
last  year's  U.S.  semifinal  and  final. 

Moreover,  the  World  Champi- 
onship semifinals  and  final  at 
Grayhawk  have  been  moved  back  on 
week  to  January  4-5,  1 997,  the  week  prior 
to  the  PGA  tour's  season-opening  Mercedes 
Championships  in  La  Costa,  CA. 

These  format  changes  were  designed  to 
improve  player  accessibility  and  enhance  publi( 
viewing  and  interest.  Organizers  were  rewardei 
on  the  first  count  with  commitments  by  nearly 
all  of  the  top- 10  players  who  bypassed  the 
inaugural  event.  Fan  response  is  enhanced  as 
the  four  world  regions  conduct  their  respective 
eight-player  regionals. 

"We  feel  that  the  adjustments  will  improve 
the  quality  of  an  event  that  has  already  attract 
worldwide  interest,"  said  PGA  TOUR  Commi: 
sioner  Tim  Finchem.  "We  are  very  excited  ab 


Organizers  were 
rewarded  on  the 
first  count  with 
commitments  by 
nearly  all  of  the 
top-10  players 


1%  CM  Corp.  All  Rights  ReserveJ.  Buckle  up,  AmeritM!     For  a  brochnie  call  1-800-950-2438  or  visit  http://www.chevrolet.coni. 
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Proud  Sponsor  of  the 
1996  U.S.  Olympic  Team 


:  Comfo^^  Iteiictabk,  Precise. 
What^  Dull  In  A  Pferson  Is  Great  In  A  Cai" 


Just  a  few  minutes  in  a  Chevy  Lumina  and  you're 
comfortable.  You  turn  the  wheel;  it  responds  with- 
out any  fuss.  You  notice  it  tracks  very  straight,  very 
smoothly  Everything  feels  solid,  tight.  There  are 
no  surprises.  You've  just  experienced  some  inspired 
engineering.  But  what's  important  is  not  the  inge- 
nious suspension  geometry  of  the  Lumina  or  its 
rigid  unitized  frame  design;  what's  important  is  a  _y 


Lumina 


pleasant  trip  in  a  car  you  can  trust.  And  that  eanr  ; 
include  the  noise  you  don't  hear,  the  bumps  you 
don't  feel,  and  the  glare  that  doesn't  fatigue  your 
eyes.  Or  it  can  include  optional  dual  temperature 
controls,  or  supple  leather  seating  surfaces.  Or,  per-: 
haps,  the  money  you  save  over  other  cars  with  less  ' 
pleasant  rides.  Nothing  dull  about  that,  is  there?  . 
That's  what  makes  Lumina  a  Genuine  Chevrolet. 


Genuine  Chevrolet 


Presenting  SkyTel  2-Way  Paging. 

It's  the  only  paging  system  that  lets  you  reply  to  messages 

directly  from  your  paget.  And  of  course,  with  SkyTel  2-Way 

you  can  be  sure  your  pages  arrive. 

If  your  pager  can't  do  that, 

call  1-800-759-6790  SkKTel2W" 
http://www.skytel.com 


How  The  World  Stays  In  ToucK' 

1  800  759  6790 
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Nick  Price 


the  potential  of  the 
Andersen  Consulting 
World  Championship 
of  Golf  based  upon  the 
results  we've  seen  so  far." 
"Moving  the  world  finals 
off  the  holiday  weekend  has 
been  very  helpful,"  Smith 
added.  "That  was  sort  of 
sacred  territory  for  many 
)f  the  players.  All  important  events  strive  for  con- 
inual  improvement.  In  that  spirit,  the  purpose 
)f  the  changes  is  to  make  the  event  even  more 
ixciting  and  easy  to  follow  for  fans  and  to  make 
:  more  player-friendly  in  terms  of  travel  and 
ompetition  considerations." 

The  tournament  achieved  instant  international 
listinction  on  several  basic  counts.  There  was 
he  actual  concept:  a  worldwide  match-play 
hampionship,  with  seven  of  the  eight  player 
ivitations  in  each  regional  based  on  the  Sony 
Vorld  Ranking  and  the  eighth  a  sponsor's 
ivitation.  There  also  was  the  record  $3.65  mil- 
on  purse.  Plus,  the  World  Championship  of  Golf 
v^as  endorsed  by  the  world's  five  major  profes- 
ional  tours:  the  PGA  TOUR,  PGA  European 
"our,  Japan  PGA,  PGA  Tour  of  Australasia  and 
he  FNB  Tour  of  South  Africa. 

"The  event  has  superbly  linked  the  Tours 
"om  around  the  world,  and  clearly  the  progress 
lade  in  Year  One  will  be  further  enhanced  by 
he  decision  to  focus  each  region  on  one  venue," 
aid  Ken  Schofield,  Executive  Director  of  the 
GA  European  Tour. 


"The  foundations  for  a 
classic  tournament  have  been 
laid  in  1995  and,  with  small 
adjustments  like  this,  there 
is  no  reason  why  the  event 
should  not  attain  major 
status  in  the  future,"  added 
Brent  Chalmers,  Commis- 
sioner of  the  FNB  Tour  in 
South  Africa. 

International  television 
exposure  is  another  major 
component  in  establishing  the 
World  Championship  of  Golf 
as  a  premier  championship. 
From  beginning  to  end,  it 
received  an  estimated  330 
hours  in  total  television  cov- 
erage in  1995,  including  a 
combined  70  hours  for  the 
semifinals  and  final. 

And  despite  a  difficult  time 
slot  for  the  final,  television 
ratings  were  encouraging.  Roberts 

"ESPN's  rating  for  the  semifinals  on  Saturday 
(December  30)  against  the  NFL  and  ABC's  on 
Sunday  were  both  fine,"  Smith  said.  "They  were 
average  or  better  for  golf  at  that  time  of  year. 
The  interesting  thing  was  that  not  only  were  we 
slotted  for  four  hours  with  a  36-hole  final,  but 
when  it  went  to  the  last  hole  and  went  4- 1  /2 
hours,  the  ratings  continued  to  climb.  By  the 
final  half-hour,  it  was  2.9.  And  moving  the  final 
one  week  later  will  help. 

"There  is  a  place  for  match 
play,"  Smith  added.  "We  have 
found  a  niche,  among  all  the  golf 
events  out  there,  and  we  expect 
it  to  grow." 

The  potential  for  growth  and 
improvement  comes  through 
experience.  Plus,  a  more  universal 
awareness  and  appreciation  for 
match  play. 

Andersen  Consulting's  Shaheen 
noted  that  he  saw  an  ESPN  telecast 
of  the  early  matches  during  a  trip 
to  Brazil.  "The  fact  that  our  tour- 
nament was  broadcast  in  countries 
around  the  world  has  made  it  an 
extremely  powerful  tool  to  build 
our  global  image,"  he  said. 

Although  some  of  the  top 
names  decided  to  forego  the 
first  year,  the  tournament  still 
drew  such  stars  as  Bernhard 
Langer,  Seve  Ballesteros,  Corey 
Pavin,  Paul  Azinger,  Phil  Mickelson, 
Tom  Kite,  Steve  Elkington  and 
Vijay  Singh. 


There  was  the 


actual  concept:  a 
worldwide  match- 
play  championship, 

,.;| 

with  seven  of 
the  eight  player 
invitations  in  each 
regional  based  on 
the  Sony  World 
Ranking  and  the 
eighth  a  sponsor's 
invitation. 
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Upsets  ultimately  were  the  order  of  the  tour- 
nament, leaving  a  final  four  of  Lane,  Frost,  Mark 
McCumber  of  the  U.S.  and  Massy  Kuramoto 
of  Japan.  Frost  earned  $500,000  as  runner-up; 
McCumber  defeated  Kuramoto  in  the  consola- 
tion match  to  win  $350,000,  $50,000  more 
than  Kuramoto. 

"We  need  to  keep  this  in  perspective,"  Smith 
said.  "The  first-year  field  was  a  very  strong  one. 
If  you  go  down  the  list  of  who  did  play,  any  event 
on  TOUR  would  kill  for  the  field  we  had." 

And  those  who  participated  were  impressed. 

"Just  for  the  record,"  McCumber  said,  "I've 
never  played  in  a  tournament  put  on  better  than 
this,  and  they're  not  paying  me  to  say  this.  It's 
just  impeccably  run.  With  the  few  players,  you 
can  treat  them  very  well  -  and  we  were  treated 
like  royalty.  I  think  all  the  players  in  the  world  are 
going  to  want  to  play  it." 

A  fundamental  component  of  competitive  golf, 
match  play's  broadening  appeal  at  the  professional 
level  is  rooted  in  the  Ryder  Cup's  competitiveness 
over  the  past  decade.  It  helped  define  the  quality 
of  golf  played  beyond  America's  borders  and  high- 
lighted the  suspense  that  match  play  creates. 

This,  in  turn,  led  to  the  creation  of  the 
Presidents  Cup,  which  made  its  highly  successful 
debut  in  1994.  Pitting  PGA  TOUR  stars  against 
non-Europeans  in  a  format  mirroring  the  Ryder 
Cup,  it  gained  instant  international  stature 
through  the  participation  of  leading  foreign 


stars  who  previously  had  no  such  opportunity 
for  team  match-play  competition. 

Moreover,  by  scheduling  the  Presidents  Cup 
biennially  in  the  years  that  the  Ryder  Cup  is  not 
held,  international  team  match  play  now  is  played 
each  fall.  The  second  Presidents  Cup  Match  will 
be  played  Sept.  1 3- 1  5  at  Robert  Trent  Jones  Golf 
Club  on  Lake  Manassas.  VA. 

Based  on  the  popularity  of  these  two  events, 
plus  the  overall  internationalization  of  golf,  the  next 
logical  step  in  match  play  was  to  develop  a  world- 
wide individual  tournament. 

Which  is  where  the  Andersen  Consulting 
World  Championship  of  Golf  has  stepped  in. 

"The  Presidents  Cup  built  on  the  rekindled 
interest  in  match  play  generated  by  the  competi 
tiveness  of  the  Ryder  Cup,  but  the  obvious 
omission  in  the  mix  of  events  was  individual 
match  play,"  Smith  said.  "Match  play  is  a  nch  part 
of  golf  s  tradition,  but  the  barriers  we  faced  in 
creating  an  international  match-play  event  were 
scheduling  and  television.  So  we  went  to  work 
on  these  issues." 

And  the  work  continues  as  organizers  strive 
to  establish  the  Andersen  Consulting  World 
Championship  of  Golf  as  the  internationally 
accepted  match-play  championship. 

"It  is  a  building  process,  and  Year  One  was 
a  good,  solid  step  in  the  right  direction,"  Smith 
concluded.  "In  these  endeavors,  it  is  clearly  a 
multi-year  process  to  achieve  our  goals." 
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Regional 
Semifinals 


First 
Round 


Greg  Norman  ( I ) 


Corey  Pavin  ( I ) 


Craig  Parry  (8) 


Steve  Elkington  (4) 


Vijay  Singh  (5) 


Nick  Price  (2) 


Michael  Campbell  (7) 


July  29  30.  1996 
Blackwolf  Run 
Kohler,  Wisconsin 


Ernie  Els  (3) 


David  Frost  (6) 


Davis  Love  III  (8) 


Peter  Jacobsen  (4) 


Apnl  22-23,1996 
Reynolds  Planution  Lake 
Oconee.  Georgia 


Lee  Janzen  (5) 


Tom  Lehman  (2) 


Scott  Hoch  (7) 


Loren  Roberts  (3) 


Shigeki  Maruyama  (I) 


Ryoken  Kawagishi  (8) 


Maruyama 


January  4-5,1997 
World  Championship 
Grayhawk  Golf  Club 
Scottsdale,  Arizona,  USA 


Mark  McCumber  (6) 


Barry  Lane  ( I ) 


Hidemichi  Tanaka  (4) 


Katsuyoshi  Tomori  (5) 


4&3 
Tomori 


Maruyama 


5&4 


Tsuneyuki  Nakajima  (2) 


Hideki  Kase  (7) 


3&2 


Kase 


March  30  31.1996  5-       .  . 

Golden  Palm  jaSaKl 

Country  Club  -5  o 

Kagoshima,  Japan  J(X£. 


Masahiro  Kuramoto  (3) 


Hisayuki  Sasaki  (6) 


2&I 


Sasaki 


Sasaki 


Miguel  Angel  Jimenez  (8 


Jose  Maria  Olazabal  (4) 


May  20-21.1996 

The  Oxfordshire  Golf  Club 

Thame.  England 


Sam  Torrance  (5) 


Bernhard  Langer  (2) 


4&3 


)esper  Parnevik  (7) 


Colin  Montgomerie  (3) 


I  up 


Costantino  Rocca  (6) 


xo  SOME  small  PACKAGE  carriers, 
it  '5"  a  LABEL. 


lOENTIFIOTION  NUMSEII 


XO  RPS,  it  V  a 
TOTAL  INFORMAXION  SYSTEM. 


lere's  my  package? 

With  RPS  bar-code 
tnology,  you  can  trace 
every  single  pacl<age 
througtiout  the 
ntire  delivery  process. 

For  free. 


Vhat  am  I  saving? 

Time  and  money 
Time  saved  on  your 
loading  dock, 
ney  saved  with  RPS 
ricing.  Our  bar  code 
is  even  free. 


Who  signed  for  it? 

PS  tells  you  by  phone, 
3x,  mail  —  even  by  EDI 

(MIS  people  love  this), 
jet  the  name  and  time 

of  delivery  on  the  day 
of  delivery 


XYZ  Company! 
100  Ma 

Washin, 


What  next? 

Use  RPS  MULTICODe-" 
as  your  electronic  packing  list 
With  more  information  in 
one  label  than  25  linear 
barcodes.  MULTICODE will 
allow  you  to  trace  your 
packages  by  UCC  code  or 
purchase  order  number 


1234789     7879977  9 


What  about  last  week? 

The  RPS  itemized  invoice 
has  it  all  How  many  packages. 
Where  they  went  What  they 
weighed.  What  they  cost 
And  more. 


If  your  carrier  doesn't  give  you  a  system  like  this,  call  1  -SOO-ROADPyVK"  (762-3725) 
and  get  the  information  you  need  for  every  shipment  you  make. 


Delivering  more  than  your  package: 
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luality  and  professionalism  are  of  the  utmost  importance  at  all  TPCs. 


n  inside  look  at  the  magnificent  clubhouse  at  the  TPC  Mission  Hills  at  Shenzhen. 


The  PGA  TOUR'S  Tournament  Players  Clubs 
have  developed  a  reputation  for  quality  and  service. 

As  the  TPC  Network  has  grov^n,  it  has  come 
to  represent  the  best  the  game  has  to  offer.  And 
not  just  in  the  United  States.  It  now  is  setting  stan- 
dards in  other  parts  of  the  world. 

In  1995,  the  TPC  Mission  Hills  at  Shenzhen, 
China  broke  historic  ground  when  it  was  host  to 
the  People's  Republic  of  China's  first-ever  interna- 
tional golf  tournament,  the  World  Cup  of  Golf. 

Golf  in  China  is  new  unto  itself,  which  magni- 
fied the  need  to  offer  a  high  quality  presentation. 
To  entertain  the  golfing  world  required  meticulous 
preparation. 

Certain  standards  are  expected  of  a  Tournament 
Players  Club,  whether  it  is  in  Florida  or  China.  With 
a  magnificent  300,000-square-foot  clubhouse  and 
top-quality  golf  course  designed  by  Jack  Nicklaus, 
the  last  remaining  piece  was  professional  service. 

With  the  assistance  and  training  by  Tournament 
Players  Club  administrators,  the  entire  show  went 
off  beautifully. 

This  encompassing  quality  is  reflected  in  four 
other  Tournament  Players  Clubs  located  in  the 
Pacific  Rim — in  Thailand  at  Kanchanaburi  and 
Khao  Yai;  and  in  Japan,  the  TPC  of  Batoh  at 
Tochigi  Prefecture  and  the  TPC  of  Mito. 

The  success  of  these  facilities  and  the  contin- 
ued growth  of  golf  internationally  bodes  well  for 
overseas  prospects.  And  not  just  in  Asia. 

The  Tournament  Players  Club  Network  will 
continue  to  pursue  opportunities  to  broaden 
its  horizons. 


WdiU  to  feel  really  special  every  day^ 
Consider  getting  into  a  really  special  car. 

Like  the  new  Cadillac  DeVille. 


DeVille. 

Now  better  than  ever. 

With  the 

Northstar  System. 

So  you  get  the  security  of  going  I  00, 000 
miles  between  scheduled  tune-ups. 

The  safety  of  full-range  Traction  Control 
and  refined  anti-lock  brakes. 

The  comfort  of  Road-Sensing  Suspension 
and  Speed-Sensitive  Steering. 

And  the  performance  of  the  renowned 
2  7  5-horsepower  Northstar  V8. 

A  test  drive  can  be  a  very  enlightening 
experience.  Take  one.  And 
see  why  nothing  else  feels  like 
DcVille...f rom  Cadillac. 

For  more  information  call  1-800-3  3  3-4CAD 
or  on  the  Internet  type  hrtp://www.radilldc.com. 

DeVille 


Cadi  l l ac 

Creating  A  Higher  StafmoarDj, 

III 
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WORLD  GOLF 

VILLAGE 


By  Chris  Smith 

The  undeveloped  land  along  the  new  1-95 
interchange  in  northeast  Florida  is  about  to 
undergo  a  massive  transformation. 

Over  the  next  two  years,  v^/hat  has  been  a 
barren  stretch  of  underbrush  and  skinny  pines  will 
be  reshaped  by  an  influx  of  heavy  machinery,  until 
finally  it  emerges  as  a  thriving  tourist  destination 
of  international  significance. 

This  is  the  future  home  of  the  World  Golf 
Village  and  new  World  Golf  Hall  of  Fame. 

Located  22  miles  south  of  Jacksonville  and 
eight  miles  northwest  of  the  nation's  oldest  city, 
St.  Augustine,  the  World  Golf  Village  will  be 
the  centerpiece  of  a  6,200-acre  development 
known  as  Saint  Johns. 

This  ambitious  project  promises  to  have 
a  major  impact  on  several  fronts. 

Locally,  an  estimated  $160  million  additional 
tourism  dollars  will  be  generated  annually  by 
the  World  Golf  Village  for  the  five-county  area 
known  as  Florida's  First  Coast. 

And  this  IS  just  the  first  phase  of  the  massive 
Saint  Johns  development.  During  the  IO-to-15- 
year  build  out  period.  Saint  Johns  will  generate 
more  than  25,500  jobs, 
and  the  total  cost  of 
development  for  Saint 
Johns  and  the  World 
Golf  Village  is  estimated  | 
at  $1.54  billion. 

"This  is  the  largest 
economic  engine  to  hit 
northeast  Florida  since  the 
Spaniards  discovered  St.  Augustine," 


proclaimed  Florida  Scate  Representative  joe  Arnall. 
"This  literally  will  have  more  impact  in  terms 
of  jobs  and  generation  of  dollars  into  Duval  and 
St.  Johns  County  than  the  (NFL)  Jaguars.  The 
Jaguars  had  a  different  type  of  impact,  changing 
the  mindset  to  being  a  major  league  type  of 
town.  But  with  more  than  25,000  construction 
jobs  and  1  3,000  permanent  jobs  and  the  sur- 
rounding businesses  it  will  attract,  this  will  have 
a  tremendous  impact." 

Moreover,  it  will  become  yet  another  major 
destination  for  the  State  of  Florida. 

The  property  is  ideally  situated  to  draw  from 
the  heavy  flow  of  Florida-bound  traffic  along  1-95. 
Of  the  42  million  visitors  who  come  to  Florida 
each  year,  14  million  drive  down  this  interstate. 

And  it's  not  about  to  catch  travelers  by 
surprise.  A  I  70-foot  tower  will  rise  from  the 
75,000-square-foot  Hall  of  Fame  building, 
visible  for  miles  away. 

An  analysis  projects  that  after  opening  its 
doors  in  1 998,  the  new  World  Golf  Hall  of  Fame 
will  attract  as  many  as  750,000  visitors  during  its 
first  full  year  of  operation.  And  the  high-end  pro- 
jection after  five  years  is  more  than  one  million. 
"Our  intention  is  to  create  the  next  genera- 
tion of  sports  museum  and  hall  of  fame," 
said  World  Golf  Village  Executive 
Director  Ruffin  Beckwith. 
"This  facility  will  be 
very  user-friendly,  ver)' 
interactive,  something 
avid  golfers  and  non- 
golfers  alike  will  enjoy." 


An  analysis  projects 
that  after  opening 
its  doors  in  1998, 
the  new  Worid  Golf 
Hall  of  Fante  will 
attract  as  many  as 
7S0,000  visitors 
during  its  first  full 
year  of  operation. 
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"Having  more  golf 
courses  than  any 
other  state  in  the 
nation,  Florida  is 
the  perfect  home 
for  this  project." 


The  exhibit  design  partner  on 
le  project  is  Ralph  Appelbaum 
ssociates,  designer  of  the 
:claimed  National  Holocaust 
luseum. 

Part  of  the  Hall  of  Fame  will 
e  a  300-seat  big-screen  theater, 
'hich  will  feature  a  golf  filnn  pro- 
uced  exclusively  for  the  facility, 
lus  other  films  from  the  70mm  IMAX  library. 

"The  World  Golf  Village  is  a  natural  fit  for  this 
)cation,"  said  Arnall,  noting  its  proximity  to  PGA 
OUR  headquarters  in  Ponte  Vedra  Beach  and 
eing  on  a  primary  corridor  to  Disney  World.  "I 
m't  think  of  a  finer  place  for  it  to  be.  The  weath- 
r  will  be  satisfactory  year-round,  plus  people  will 
e  coming  into  the  state  with  the  idea  of  spending 
jcreational  dollars." 

But  its  influence  goes  well  beyond  state  lines, 
he  World  Golf  Village  will  be  a  very  important 
xture  for  the  world  of  golf. 

With  the  support  of  such  golf  organizations 
5  the  PGA  TOUR,  LPGA  Tour,  PGA  of  America, 
ISGA,  Royal  and  Ancient  Golf  Club  of  St. 
vndrews,  Augusta  National  Golf  Club  and  the 
lajor  golf  tours  of  the  world,  the  Hall  of  Fame 
/ill  become  recognized  as  an  all-inclusive  tribute 
D  the  heroes,  traditions  and  values  of  the  game. 

Approximately  36,000  square  feet  will  be 
edicated  to  exhibits,  which  not  only  will  embody 
olf  s  rich  history,  but  also  will  utilize  exciting 
iteractive  technology  in  an  effort  to  appeal  to 
II  ages,  golfers  and  non-golfers  alike. 

The  primary  function  of  the  Hall  of  Fame 
.,  of  course,  to  honor  the  great  players  and 
ontributors  to  the  game  of  golf.  Inductions 
if  PGA  TOUR,  LPGA  Tour  and  international 
tars  promise  to  attract  international  golfing 
lignitaries  to  the  annual  ceremonies. 

But  this  will  be  just  one  of  a  number  of  major 
omponents  to  the  World  Golf  Village. 

The  first  of  three  planned  golf  courses,  which 
dl  bear  Hall  of  Fame  member  Sam  Snead's  name 
s  design  consultant,  will  parallel  1-95. 

A  300-room,  four-star  hotel  and  80,000- 
quare-foot  conference  center  will  be  a  focal 
loint  of  Village  activities.  A  community  of  interval 
acation  units  and  a  separate  corporate  villa 
nd  spa  area  will  bring  the  total  on-site  room 
vailability  to  more  than  1 ,000,  and  a  festival 
nopping  and  restaurant  area  will  provide  addi- 
ional  amenities  for  the  visitor. 

"The  World  Golf  Village  will  become  the 
World's  Mecca'  for  golfers,"  said  John  Q. 
Hammons,  chairman  of  Hammons  Hotels,  Inc., 


which  will  develop  the  resort 
hotel.  "There's  no  question  that 
this  development  will  become 
a  renowned  destination  in  the 
United  States." 

Other  components  of  the 
Village  will  be  an  International 
Golf  Library  and  Resource 
Center,  new  television  studios 
of  PGA  TOUR  Productions,  a  Mayo  Clinic  Sports 
Medicine  facility  and  a  year-round  Golf  Academy. 

"What  will  the  World  Golf  Village  mean? 
Certainly,  more  tourism  dollars  spent,"  said 
Larry  Pendleton,  Director  of  the  Florida  Sports 
Foundation.  "It  is  going  to  be  another  major 
attraction  for  tourists  to  stop  at  along  the  1-95 
corridor.  Golf  is  big  business  in  Florida.  Having 
more  golf  courses  than  any  other  state  in 
the  nation,  Florida  is  the  perfect  home  for 
this  project." 

The  World  Golf  Village  was  seen  as  such  a 
potential  benefit  to  the  area  that  it  received  sig- 
nificant funding  support  from  the  State  of  Florida 
Department  of  Commerce:  a  $50-million  tax 
rebate  over  25  years. 

As  Arnall  explained, 
"We  don't  think  we  could 
invest  our  dollars  more 
wisely  than  in  a  situation 
like  this:  a  clean  industry 
that  generates  dollars  many 
fold  over  because  of  the 
ancillary  businesses  it  will 
attract." 

Again,  this  is  just  part  of 
the  big  picture  that  will  be 
Saint  Johns.  Over  the  next 
I  5  years.  Saint  Johns  will 
grow  to  have  six  million 
square  feet  of  office,  indus- 
trial and  commercial  development,  7,200 
housing  units  and  more  than  2,000  acres  of 
preserved  land. 

Just  look  for  the  1 70-foot  tower  as  you  drive 
down  1-95  in  the  not-so-distant  future. 

"As  a  tourist  attraction  and  business  hub,  it  will 
have  a  profound  economic  impact  on  the  First 
Coast  and  the  State  of  Florida,"  Beckwith  noted. 

"But  in  terms  of  what  it  will  mean  for  the 
game  of  golf,  the  significance  will  extend  interna- 
tionally. The  World  Golf  Village  and  Hall  of 
Fame  will  bond  the  entire  golf  community 
through  a  shrine  that  appropriately  reflects  their 
common  love  and  respect  for  the  game  and  its 
traditions." 


The  many  amenities  that  will 
be  offered  to  visitors  of  the 
World  Golf  Village  and  Hall 
of  Fame  will  appeal  to  avid 
golfers  and  non-golfers  alike. 


To  keep  up  with  the  accelerating 
pace  of  change,  organizations  are 
being  forced  to  reshape  themselves. 

But  unless  improvements  impact 
all  areas  of  the  enterprise,  the  race 
may  be  over  before  it  starts. 

So  instead  of  focusing  on  just  one 

I  in  nimi-  iiitiitniatioii,  pleasp  visit  mii  wi>h  site  at  httjr 


A  wing  and  no  prayer. 

part  of  an  organization,  Andersen 
Consulting  can  help  you  transform 
the  whole.  And  rather  than  merely 
recommending  how  the  components 
should  fit  together,  we'll  work  with 
you  to  help  make  sure  that  they  do. 
Because  in  an  era  that  demands 

//www.arxoni 


speed  and  agility,  organizations 
that  don't  transform  are  the  one 
most  likely  to  end  up  in  the  sou| 

Andersen 
consultinc 


Former  johnsori  &  Johnson 
family  estate  and  future 
clubhouse  for  the  TPC  at 
jasna  Polana 


The  TPCs  are  in  bloom  again. From  Florida 
to  Nevada,  from  Georgia  to  New  Jersey, 
four  brand  new  Tournament  Players 
Clubs  are  opening  or  taking  shape  in  1 996,  mark- 
ing a  resurgence  of  interest  in  championship 
courses  that  carry  both  the  PGA  TOUR's  logo 
and  its  aura. 

The  new  Tournament  Players  Clubs  will 
extend  the  family  of  TPCs  that  began  with  the 
distinctive  and  controversial  TPC  at  Sawgrass  in 
1 980.  They  will  provide  new  and  challenging  sites 
for  PGA  TOUR,  Senior  PGA  TOUR  and  NIKE 
TOUR  events.  They  will  provide  extensive  prac- 
tice facilities  for  PGA  TOUR  members.  But  most 
of  all,  they  will  provide  high-quality  golf  and  a 
high-class  experience  for  the  members  who  pay 
the  dues  and  the  daily  players  who  pay  the  fees. 

Scheduled  to  open  in  May. 
the  TPC  at  Heron  Bay  in  Coral 
Springs,  FL  is  the  newest 
member  of  the  TPC  family.  It 
IS  a  Mark  McCumber- 
designed  course,  and  will  be 
open  to  the  public.  By 
October,  the  TPC  at  The 
Canyons  will  open  outside  of 
Las  Vegas,  It  is  designed  by 
PGA  TOUR  Design  Sei^ices, 
Inc.,  with  Raymond  Floyd 
serving  as  player  consultant. 
By  the  end  of  1 996,  the  TPC 
at  Sugarloaf  near  Atlanta  will       TPC  at  Prestancia 


be  completed  and  serve  as  the  future  home  of 
the  BellSouth  Classic.  The  private  club  could  be 
open  by  the  spring  of  1997.  This  spring,  construc- 
tion started  on  the  TPC  at  Jasna  Polana  outside  of 
Princeton,  NJ.  Gary  Player  has  designed  the  private 
course  on  the  grounds  of  a  grand  estate,  and  the 
target  date  for  opening  is  the  fall  of  1 997. 

By  the  time  Jasna  Polana  opens,  there  will  be 
a  total  of  23  facilities  in  the  TPC  Network  that 
are  licensed,  managed  or  owned  by  PGA  TOUR 
Golf  Course  Properties,  Inc.,  including  five  licensed 
facilities  overseas.  These  range  from  those  fully 
open  to  the  public  to  those  strictly  for  the  use 
of  their  members  and  members  of  other  TPCs. 
The  latest  surge  in  development  brings  the  TPCs 
out  of  the  fallow  years  of  the  early  1 990s  and 
sends  the  Network  tracking  toward  increased 
T-   "VMI^HH    development  in  the  future. 
^^^I^^B        "The  TPCs  went  through 
^Hj    the  same  trouble  as  the  rest 
'^he  real  estate  market 
during  the  early  1 990s,"  said 
Vernon  Kelly,  president  of 
PGA  TOUR  Golf  Course 
Properties.  "Everybody 
had  trouble  with  financing, 
trouble  with  permitting. 
Now  it  seems  the  market 
has  rebounded  and  is 
open  for  upscale  develop- 
ment. We  intend  to  be 
nvolved." 


By  the  time 
Jasna  Polana 
opens,  there  will 
be  a  total  of  23 
facilities  in  the 
TPC  Network 
that  are  licensed, 
managed  or 
owned  by  PGA 
TOUR  Golf  Course 
Properties,  Inc. 
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Former  PGA  TOUR  Commissioner  Deane 
Beman  fathered  the  concept  of  the  Tournament 
Players  Clubs  as  a  way  to  expand  the  revenue 
base  of  the  PGA  TOUR.  Currently,  the  TOUR 
earns  about  $  1 6  million  a  year  from  them.  "Deane 
wanted  to  hold  THE  PLAYERS  Championship  on 
our  own  course,"  said  Pete  Davison,  who  over- 
sees operations  of  all  the  TPC  Clubs.  "With  some 
TOUR  money  and  some  borrowed  money,  we 
built  the  TPC  at  Sawgrass  with  the  spectator  in 
mind.  While  players  didn't  accept  it  right  off  the 
bat,  sponsors  came  to  that  first  tournament  (in 
1982),  and  it  got  tremendous  acceptance  from 
them  as  a  site  that  was  spectator-friendly,  could 
markedly  increase  revenues  and  thus  increase 
charitable  contributions." 

From  the  TPC  at  Sawgrass  was  born  the  rest 
of  the  Network.  Working  under  strict  guidelines 
set  by  the  PGA  TOUR  Policy  Board,  the  TOUR 
sought  to  work  with  developers  of  upscale  com- 
munities who  wanted  the  cachet  of  the  PGA 
TOUR  attached  to  their  golf  course, 
who  would  be  willing  to  donate 
the  land  for  the  course,  be 
willing  to  pay  for  its  construc- 
tion, be  willing  to  have  a 
PGA  TOUR  event  held 
there  and  be  willing  to 
enter  into  long-term 
course  management 
agreements  that 
might  eventually 
lead  to  the  TOUR 
owning  the  course. 

The  TPCs  moved  ahead 
in  the  1 980s  at  a  steady,  if  highly 
conservative,  pace.  "The  (board)  didn't 
want  us  to  build  courses  just  to  build  them 
and  didn't  want  us  risking  our  own  money,"  said 
Davison.  "They  didn't  want  them  built  in  areas 
where  players  liked  an  existing  (tournament) 
course.  .  .Our  mission  is  to  provide  tournament 
sites  that  will  greatly  enhance  fan  enjoyment  and 
revenues.  We  don't  charge  a  rental  fee  to  a  spon- 
sor, for  instance,  and  that's  a  savings  of  $300,000 
to  $700,000." 

The  TOUR  also  wanted  to  make  sure  that  the 
TPCs  were  connected  in  some  way,  that  mem- 
bers at  one  TPC  would  have  the  ability  to  play  at 
the  others  as  a  home  course  away  from  home. 
While  the  private  TPCs  have  their  own  rules  on 
outside  play,  they  all  accommodate  fellow  TPC 
members  in  some  way. 

In  their  own  ways,  golfers  and  developers 
are  buying  into  the  image  of  the  PGA  TOUR. 
They  are  buying  into  a  sport  with  a  healthy,  clean 
and  upscale  reputation.  They  are  buying  into 
a  network  of  clubs  that  has  operated  at  very 
high  standards,  standards  that  don't  vary  from 
club  to  club. 


Roy  Ramsey  is  vice  president  of  WCI 
Communities,  developer  of  the  TPC  at  Heron 
Bay  and  the  associated  housing  community  in 
Coral  Springs.  WCI  developed  the  nearby  TPC 
at  Eagle  Trace  in  the  early  1980s.  He  likes  the 
pure  business  notion  of  the  TPC.  "Golf  is  their 
business  and  real  estate  is  our  business,"  said 
Ramsey.  "What  I  like  is  that  we  get  to  focus  on 
our  business  and  they  take  care  of  the  golf" 

Ramsey  also  sees  the  TPC  image  as  enhancing 
a  golf  course.  "The  (TPC)  name  gives  an  unknown 
club  instant  credibility,"  said  Ramsey.  "I  think  the 
public  knows  that  the  TOUR  isn't  going  to  associ- 
ate itself  With  anything  other  than  high  quality." 

It's  that  instant  credibility  issue  that  drew 
Crescent  Resources  of  Charlotte  into  the  TPC 
fold.  Crescent  is  the  developer  of  the  TPC  at 
Sugarloaf  "We've  done  a  lot  of  communities  in 
the  Charlotte  area  and  have  a  lot  of  credibility 
there,"  said  Bert  Stephenson  of  Crescent 
Resources.  "In  Atlanta,  we  were  an  outsider. 
The  TPC  name  gives  credibility  to  the  golf 


The  Gary 
course  layo 
at  Jasna  Polana 


course 

transferred  to  the  develop- 
ment. With  the  TPC  and  Greg 
Norman  as  our  designer,  we  get 
the  cachet  of  both  names  that  way." 

The  Summerlin  planned  community  outside 
of  Las  Vegas  built  a  private  TPC  course  in  1 992, 
which  until  Heron  Bay  opened  was  the  last  TPC  to 
have  been  built  in  the  early  1990s.  It's  looking  for 
that  same  credibility  with  the  TPC  at  The  Canyons. 

The  concept  of  a  corporate  club  is  what 
fueled  the  development  of  the  TPC  of  Michigan, 


It  has  a  250  horsepower 
none  Vs.  1  nocnious  magnetic 
\'ariahlc-assist  stoorino.  And  a 
body  structure  with  the  rigidity 
you'd  expect  h'oin  a  world-class 
luxury  pertormance  sedan  I  he 
1996  Auroral  Ahh,  at  last,  an  automobile 
worthy  of  carrying 
a  player  ol  your 

remarkable  abilities.  1-800-718-7778. 
Demand  belter  Aurora  by  (.")ldsmobile. 
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a  course  designed  by  Jack  Nicklaus.  Because  of 
the  ability  of  members  of  TPC  clubs  to  play  at 
other  TPCs,  and  the  ability  to  send  guests  unat- 
tended, a  corporate  club  seemed  a  natural  to 
Wayne  Doran  of  Ford  Motor  Land  Development 
Corp.,  the  company  that  underwrote  the  project. 
"We  determined  that  there  was  a  tremendous 
need  for  a  corporate  club  in  the  Detroit  area," 
said  Doran.  "The  TPC  Network  allowed  for  cor- 
porate, non-resident  members  to  come  to  town 
and  play.  Additionally,  we  are  assured  of  quality 
management  and  quality  maintenance  with  the 
TPC.  It's  worked  wonderfully  well  for  us." 

The  TPC  at  Jasna  Polana  will  be  a  Utopian 
corporate  retreat  near  Princeton,  NJ,  which  is 
near  to  but  still  far  enough  away  from  the  hustle 
and  bustle  of  New  York  City  or  Philadelphia. 
Jasna  Polana  is  the  name  of  the  estate  of  Barbara 
and  J.  Seward  Johnson,  an  heir  to  the  Johnson  & 
Johnson  pharmaceutical  fortune.  The  Johnsons 
built  Jasna  Polana  on  230  acres.  They  employed 
Wallace  Harrison,  the  architect  of  Rockefeller 
Center,  to  design  for  them  a  neo-classical  man- 
sion with  all  the  finest  appointments.  The  cost 
of  the  mansion,  built  in  the  early  1970s,  was 
put  at  more  than  $20  million.  To 
build  it  today  would  take  in  excess 
of  $50  million. 

After  the  death  of  J.  Seward 
Johnson,  Barbara  Johnson  no  longer 
used  the  residence  as  the  family 
home.  She  decided  that  a  golf  club 
would  be  the  best  and  most  elegant 
way  to  use  the  mansion  and  pre- 
serve the  beautiful  grounds.  And 
Mrs.  Johnson  also  decided  that 
the  TPC  Network  would  provide 
the  club  with  the  finest  of  club 
operations. 

In  order  for  the  project  to  go 
forward,  PGA  TOUR  Properties 
would  have  to  sell  1 50  member- 
ships by  September  1996  with  a 
program  that  began  in  June  of  1 995. 
Those  memberships,  whether  pri- 
vate or  corporate,  ranged  from 
$35,000  to  $50,000.  They  were 
sold  by  October  of  1995.  "Frankly,  if 
it  had  taken  until  September  of 
1 996,  I  don't  think  the  project 
would  have  happened,"  said  Mike 
Diffenderffer,  director  of  marketing 
and  memberships  for  PGA  TOUR 
Properties, 

Besides  the  6,900-yard  Gary 
Player  course  and  the  opulent 
mansion,  there  are  several  historic 
buildings  on  the  site  that  will  be 
converted  to  guest  accommoda- 
tions as  member  demands  warrant. 


Other  TPC  projects  are  being  considered  in 
the  Detroit,  Chicago  and  Myrtle  Beach  areas. 
Like  Heron  Bay  and  The  Canyons,  the  future  in 
TPC  development  may  lie  in  daily  fee  courses 
rather  than  exclusive  private  clubs. 
"More  and  more  we  will  be  seeing 
daily  fee  courses,  though  they  will  be 
high  end,"  said  Kelly.  "There  are  peo- 
ple who  don't  want  to  pay  to  be  a 
club  member  all  year  long,  they  just 
want  access  to  a  good,  upscale  club. 
Ideally,  it  would  be  a  resort  course 
with  hotel  that  provides  accommo- 
dations and  other  amenities  for 
running  a  golf  tournament." 

The  TPC  at  Heron  Bay  will  play 
host  to  the  Honda  Classic  next  season.  The 
BellSouth  Atlanta  Classic  will  be  moving  to 
Sugarloaf.  The  Las  Vegas  Senior  Classic  will  be 
played  at  the  TPC  at  The  Canyons.  As  always, 
the  TPC  courses  will  play  host  to  tournaments 
for  the  world's  premier  players.  As  always,  they 
will  continue  to  provide  an  enriching  golf  experi 
ence  to  the  world's  12  handicappers. 

The  TPCs  are  in  bloom  again,  all  over. 
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Oubhouse  al  the 
TPC  at  Eagle  Trace 


TPC  at  Avenel 
TPC  at  Eagle  Trace 
TPC  at  Heron  Bay 
TPC  at  Jasna  Polana 
TPC  of  Michigan 
TPC  at  Piper  Glen 
TPC  at  Prestancia 
TPC  at  River  Highlands 
TPC  at  Sawgrass 
TPC  of  Scottsdale 
TPC  at  Southwind 
TPC  at  Sugarloaf 
TPC  at  Summerlin 
TPC  of  Tampa  Bay 
TPC  at  The  Canyons 


Location 


Potomac,  MD 
Coral  Springs,  FL 
Coral  Springs,  FL 
Princeton,  NJ 
Dearborn,  Ml 
Charlotte,  NC 
Sarasota,  FL 
Cromwell,  CT 
Ponte  Vedra  Beach,  FL 
Scottsdale,  AZ 
Memphis,  TN 
Atlanta,  GA 
Las  Vegas,  NV 
Lutz.  FL 
Las  Vegas,  NV 


Opened 
Scheduled  to  Oper 


TOURNAMENT  PLAYERS  COURSES 


TPC  at  The  Woodlands 
TPC  at  Four  Seasons  Resort- 
Las  Colinas 
TPC  at  PGA  West 


The  Woodlands,  TX 

Irving,  TX 
La  Quinta,  CA 
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1981 
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199 
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NON-DOMESTIC  TPCs 

TPC  of  Batoh 

Tochigi  Prefecture,  Japan 

198 

TPC  Mission  Hills 

Shenzhen,  China 

199 

TPC  Mission  Hills 

Kanchanaburi,  Thailand 

199 

TPC  Mission  Hills 

Khao  Yai,  Thailand 

199 

TPC  ofMito 

Ibaraki  Prefecture,  Japan 

199 

BEEN  THERE  BEFORE? 


Business  is  like  golf  II 's  full  of  unseen  hazards.  TIjat's  lehy  AliiT  is  going  fa  i  i  he/  !•  <  Ih  ■//•    ,  / 
Now  all  your  business  calls,  fa.xes  and  cellular  calls  are  guaranteed  end  to  end'  .\;,d      ,u  L'unj',  i 
To  find  out  more,  tall  I  HOO  222-0400.  AI&T.  Foitlie  lijc  of  yoiii  business 
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rhcse  principles  are  the  beliefs  that  define 
he  way  we  conduct  our  business. 


t  is  our  commitment  to  them  that  guides 
jvery  one  of  our  actions  and  is  at  the  heart 
)f  all  the  advice  we  provide— in  45  countries 
iround  the  world. 

Dur  reputation  as  a  company  that  lives  by  its 
)rinciples  is  important  to  us. 

>o  much  so  that  while  our  clients  include 
nore  countries,  companies,  instimtions  and 
ndividuals  than  any  other  financial  firm,  we 
lo  not  judge  ourselves  solely  by  the  numbers. 

iut  how  we  live  up  to  our  principles. 

X'e  believe  that  for  our  clients  it  makes 
I  difference. 

rhe  difference  is  Merrill  Lynch. 


Merrill  Lynch 


A  tradition  of  trust. 


A  COMMITMENT  TO 
A  SET  OF  PRINCIPLES 

AND  THE  DIFFERENCE 
IT  MAKES 
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(jt)ing  for  the  Green  on 

the  NIKE  TOUI^ 


By  Kelsey  Menehan 


For  Vicky  Lewis,  the  coming  of  autumn  means 
one  thing  -  another  opportunity  to  hobnob 
with  the  up-and-coming  golf  pros  out  on  the 
fairways  of  Boise's  Hillcrest  Country  Club.  In  this 
town  of  1 50,000,  being  a  volunteer  at  the  NIKE 
Boise  Open  is  like  having  season  tickets  in  the  NFL. 

In  Boise,  ID  -  as  in  Shreveport,  LA;  Sioux  City, 
lA;  Springfield,  MO;  and  Knoxville,  TN  -  the 
NIKE  TOLIR  golf  tournament  is  the  community 
event  of  the  year.  "We  have  900  volunteers 
working  the  Boise  tournament,"  says  tournament 
director  Jeff  Sanders,  "and  believe  me,  there  is 
no  turnover  year  to  year." 

Designed  as  a  proving  ground  to  aspiring  young 
professionals  seeking  PGA  TOUR  careers,  the 
NIKE  TOUR  has  introduced  golf  competition  at  its 
most  exciting.  Fans  in  the  cities  along  the  NIKE 
TOUR  have  welcomed  the  players  with  open  arms, 
while  the  tournaments  provide  generous  purses. 

The  golfers  themselves  say  there's  very  little 
difference  in  the  level  of  play  between  the  PGA 
TOUR  and  NIKE  TOUR.  "The  top  50  players 
on  the  NIKE  TOUR  can  compete  any  day  of  the 
week  with  50%  of  those  on  the  PGA  TOUR," 
says  Dale  Antram,  the  NIKE  TOUR's  Vice 
President  of  Tournament  Sponsor  Affairs. 


Fans  get  to  follow  players  as  they  move  up 
to  success  on  the  PGA  TOUR.  Early-season 
PGA  TOUR  winners  Jim  Furyk,  Tim  Herron,  Paul 
Goydos,  Scott  McCarron  and  Paul  Stankowski  all 
played  on  the  NIKE  TOUR.  Well-known  players 
such  as  John  Daly,  David  Duval,  Jeff  Maggert  and 
Tom  Lehman  have  made  their  splash  in  NIKE 
TOUR  events  before  achieving  success  on  the 
PGA  TOUR. 

Dave  Stockton,  Jr.,  won  two  NIKE  TOUR  titles 
in  1 993  before  moving  into  PGA  TOUR  play.  "The 
guys  you're  watching  on  the  NIKE  TOUR  now  are 
the  guys  you're  going  to  see  on  the  PGA  TOUR 
the  next  five  or  six  years,"  he  says. 

Sponsorship  support  from  local  businesses 
has  spurred  a  steady  increase  in  prize  money  on 
the  NIKE  TOUR  and  in  contributions  to  charities 
Since  1 990,  prize  money  doubled  to  $6, 1 25,000 
in  1995.  More  than  $6.8  million  has  been  gener- 
ated for  chanty,  including  more  than  $1.1  million 
in  1995. 

The  NIKE  Shreveport  Open  started  with  a  - 
$  1 25,000  purse  in  1 992;  now  the  prize  money 
totals  $200,000.  The  NIKE  Boise  Open,  one 
of  four  events  on  the  1 996  schedule  with  a 
$250,000  purse,  awarded  $45,000  to  the  winner 


Fans  in  the 
cities  along  the 
HIKE  TOUR  have 
welcomed  the 
plajreirs  with  open 
arms,  while  the 
tiournaments 
provide  generous 
purses. ,  . 
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f  last  year's  tournament.  The  Dakota  Dunes 
)pen,  right  across  the  South  Dakota-Iowa  state 
16  from  Sioux  City,  also  steps  up  to  a  $250,000 
urse  this  year.  This  makes  a  big  difference  to 
Dung  players  trying  to  accumulate  enough  to 
love  up  to  the  PGA  TOUR.  The  top  10  NIKE 
OUR  money-winners  earn  PGA  TOUR  playing 
rivileges  for  the  following  year. 

The  cities  make  the  most  of  their  day  in  the 
jn.  When  the  NIKE  TOUR  comes  to  town,  they 
la.ke  a  week  of  it,  spinning  off  pro-am  tourna 
lents  or  skins  games,  and  sponsoring  golf  clinics  for 
Dunp,  people  with  the  NIKE  TOUR  players. 


Expanding  the  tournament  into  a  multi-faceted 
ommunity  event  has  paid  off.  The  1995  NIKE 
)zarks  Open  in  Springfield  drew  a  record  40,000 
pectators.  Shreveport  drew  its  biggest  crowd 
ver-  35,000. 

In  Sioux  City,  the  tourist  bureau  estimates  that 
bout  $4 1 7,000  is  spent  by  all  those  involved 
/ith  the  tournament.  In  addition,  the  tournament 
ommittee  spends  $800,000  a  year  managing 
he  event.  Multiply  those  amounts  by  2.5  -  the 
umber  of  times  the  dollars  will  roll  over  in  the 
ommunity  as  revenue  for  businesses,  wages 
or  employees,  consumer  spending,  etc.  -  and 
he  total  is  about  $3  million  m  overall  economic 
Tipact  in  the  region. 

Nike's  company  slogan,  "Just  do  it,"  aptly 
lescribes  its  decision  in  1993 
o  put  its  considerable  corpo- 
ate  muscle  behind  the  TOUR, 
^s  Nike  Manager  of  Public 
\eiations  /Advertising  Merle 
■larting  explains,  "We've 
ilways  wanted  to  support  ath- 
stics  from  the  grassroots  level, 
vhich  IS  why  we  think  the  NIKE 
rOUR  is  a  perfect  fit  for  us." 


Tom  Lehman 

The  association  has  paid  off,  both  for  Nike  and 
the  TOUR.  "The  number  of  distributors  of  Nike 
golf  products  has  increased  all  across  the  country," 
says  Tim  Benton,  director  of  corporate  marketing 
with  the  PGA  TOUR.  "And  Nike  recognizes  that 
the  NIKE  TOUR  played  a  part  in  that.  And  like- 
wise, Nike's  commitment  has  been  key  to  the 
visibility  and  success  of  the  NIKE  TOUR." 

That  multimillion-dollar  commitment  recently 
was  extended  through  the  year  2000. 

Local  businesses  could  never  buy  the  kind  of 
visibility  that  sponsoring  the  NIKE  TOUR  tourna- 
ment affords  them.  Companies  use  the  event  to 
entertain  customers  and  for  business  development 
and  recognition,  but  they  get  a  lot  more  than  that 
in  community  good  will. 

Gateway  2000,  a  computer  company,  signed 
on  last  year  as  the  primary  sponsor  of  the  NIKE 
Dakota  Dunes  Open. "Sponsoring  the  NIKE  tour- 
nament works  just  as  well  for  us  as  a  company," 
says  Jim  Wharton,  director  of  investor  relations. 
"And  it's  better  for  the  community.  Last  year  we 
netted  $  I  76,000,  which  was  split  among  four 
local  non-profit  groups.  We  get  to  give  back  to 
the  community  and  it's  great  fun,  too." 

A  portion  of  chanty  dollars  raised  on  the  NIKE 
TOUR  goes  toward  the  official  NIKE  TOUR 
charity,  the  Boys  and  Girls  Clubs  of  America. 
The  cities  on  the  TOUR  choose  their  own  local 
charities  as  additional  beneficiaries. 

Both  Knoxville  and  Springfield  take  the  lead 
from  the  NIKE  TOUR  in  supporting  its  local  Boys 
and  Girls  Clubs:  since  the  tournament's  inaugura- 
tion in  1990,  Knoxville  has  donated  $400,000  to 
that  chanty.  Last  year,  the  NIKE  Ozarks  Open 
also  benefitted  the  Special  Olympics,  A^porting 
Chance  and  the  Ronald  McDonald  House. 

In  Boise,  more  than  $500,000  over  six  years 
has  gone  to  the  Rocky  Mountain  Tumor  Institute. 
In  Sioux  City,  donations  have  rotated  among 
a  number  of  worthy  charities. 

During  its  five-year  history  with  the  NIKE 
TOUR,  the  Shreveport  tournament  has  contribut- 
ed $360,000  to  local  charities  -  which  rotate  each 
year.  An  unusual  three-year  commitment  was 
made  to  help  build  a  new  wing  for  Holy  Angels, 
a  home  for  people  with  severe  mental  retardation. 
"The  golf  pros  even  came  out  for  the  dedication," 
says  local  philanthropist  Sam  Peters.  "When  they 
saw  what  they  had  had  a  part  in,  they  just  cried." 

The  NIKE  TOUR  entered  its 
seventh  season  having  exceeded 
all  growth  expectations.  "In  other 
parts  of  the  country,  there  are 
many  other  attractions  and  diver- 
sions," says  Wharton  of  Gateway 
2000.  "We  don't  have  Disney 
World,  but  we  have  the  NIKE 
TOUR.  It's  a  big  deal  for  us,  the 
biggest  deal  in  town." 


Dave  Stockton,  jr.  won 
two  NIKE  TOUR  titles  in 
1 993  before  moving  into 
PGA  TOUR  play. 


"The  top  50 
players  on  the 
NIKE  TOUR  can 
compete  any  day 
of  the  week  with 
50%  percent 
of  those  on  the 
PGA  TOUR." 
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'Drwinv  distance  dependent  on 


load  speed  ,u,d  dnvu,^  cond,l,.,m  ■Sulvect  to  cellular  sennce  area  Inn.tat.ons. 


Introducing  Lincoln  Continental's 
Innovative  SecuriTire  System. 

A  nail,  a  jagged  piece  of  metal,  a  shard  ot  glass — there  are  any 
number  of  sharp  objects  sitting  in  the  road  between  you  and 
where  you  need  to  be.  To  that  we  would  like  to  say,  "No  prob- 
lem." Because  now  the  Lincoln  Continental  is 
available  with  the  SecuriTire  System  that 
warns  you  of  tire  pressure  loss  and  allows 
you  to  drive  up  to  50  miles  even  alter  a 
puncture.*  Of  course,  our  roadside  assistance 
goes  beyond  specially  designed  tires.  In  fact,  it  goes  10,000 
miles  into  space  with  a  satellite.  It's  the  Remote  Emergency 
Satellite  Cellular  Unit  we  call  RESCU.  Simply  push  a  button 
and  global  positioning  satellites  will  determine  your  location. 
Your  position  is  then  relayed  to  the  Lincoln  Security  Response 
Center  which  will  dispatch  assistance  and  keep  you  informed 
via  your  hands-free  cellular  phone."  Both  of  these  systems  are 
part  of  Lincoln  Continental's  Personal  Security  Package  with 
RESCU.  The  revolutionary  roadside  protection  available  only 
with  the  Lincoln  Continental.  So  what  does  the  road  ahead 
have  in  store  for  you?  Hopefully,  it's  a  Lincoln  Continental. 
To  learn  more,  call  I  800  446-8888  or,  for  information  via  the 
Internet,  enter  http://www.Lincolnvehicles.com. 

f  LINCOLN 

What    A    Luxury    Car    Should  Be 


Actual  size.  (We  re  not  kidding.) 


Does  size  really  matter?  That's  a  question  golfers  have  beeri  asking 
each  other  for  years. 

in  the  case  of  metal  woods,  we  would  have  to  say  yes. 

Why?  A  bigger  wood  has  a  larger  sweet  spot. 
So  even  if  you  hit  it  a  little  off-center,  your  ball  is 
more  likely  to  find  the  short  grass. 

With  that  in  mind,  we'd  like  to  introduce 
you  to  the  Tommy  Gun.  It  is,  at  260  cc's, 
a  very  big  driver.  A  full  40  percent  larger 
than  Big  Bertha.  (In  case  you  were 
wondering.) 

Okay,  so  it's  bigger.  But  will  it  be  easy  to 
swing?  The  answer  again  is  yes. 

The  head  of  the  Tommy  Gun  is  made  of 
titanium,  which  is  stronger  than  steel  -  yet  lighter. 
When  you  combine  that  with  the  ultra  light  45" 
graphite  shaft,  you  end  up  with  a  club  that  probably 
weighs  less  than  the  driver  in  your  bag  right  now. 

And  you  know  what  that  means.  More  clubhead  speed 
and  greater  distance. 

Before  you  run  out  and  buy  just  any 
titanium  driver,  however,  you  should  know 

this.  Some  clubs  that  claim  to  be  titanium  actually  contain  very  little 
of  the  metal,  while  the  Tommy  Gun  is  pure  titanium. 

Check  out  the  Tommy  Gun  today.  If  you  think  it  looks  big  on  this  page, 
wait  until  you  see  it  sitting  behind  your  ball. 

For  more  information,  call  1  800-468  7268  or  visit  our  World  Wide  Web 
site  at  http://www.tommyarniour.com. 


^^mmy  Gnmcfim/ 

TAKE  YOUR  GAME  TO  THE  NEXT  LEVEL 


The  new  Tommy  Cun 
Siipersize  Titanium  driver 


evelopments  to  Watch 


FED  BY  OTIS  PORT 


rriNG  MICROCHIPS  LIKE  COOKIES 


HE  SUGGESTED  THAT  THE  ULTRATHIN 

on  tomoiTow's  microchips  could  be 
ped  out  "almost  like  they  were  cookies, 
thought  I  was  crazy,"  admits  Stephen 
hou,  professor  of  electrical  engineering 
,e  University  of  Minnesota.  The  usual 

is  that  future  chips  will  requii'e  veiy 
c  technology,  such  as  X-ray  lithogra- 
-not  old-fashioned  stamping. 
)w,  two  yeai's  later,  nobody's  laughing. 
I's  research  team  recently  imprinted 
ri  wafers  with  circuit  patterns  just  0.025 
jn  wide — a  tenth  the  size  of  the  finest 
now  in  commercial  production.  And  he's 
e  confident"  the  technique  can  produce 
micron  lines — "maybe  even  smaller." 
ching  the  original  circuit  pattern  into 
tamping  mold  does  requii'e  sophisticated 
ron-beam  lithogi'aphic  tools.  The  big  nut 
still  needs  cracking:  A  chip  has  many 


circuit  layers,  and  each  successive  layer  must 
be  precisely  aligned  with  the  others.  This  is 
mainly  an  engineering  challenge,  Chou  says, 
but  it  will  take  more  money  than  he  has  left 
on  his  David  &  Lucile  Packard  Foundation 
fellowship.  Once  it's  solved,  Chou  believes  his 
cookie-cutter  approach  could  dramatically  re- 
duce chipmaking  costs.  □ 


lEAST  CANCER:  GENES  FOR  RECURRENCE? 


iREAST-CANCER  DIAGNOSIS 

lost  always  leads  to 
•gery.  But  after  that,  an- 
ler  difficult  question  aris- 
whether  to  follow  the 
•geiy  writh  hormonal 
atment  or  chemotherapy, 
cording  to  Dr.  Stanley  E. 
ackney,  a  researcher  at 
egheny-Singer  Research 
stitute  in  Pittsburgh,  doe- 
's have  difficulty  predict- 
:  whether  cancer  will  re- 
•.  Some  40%  of  the 


patients  will  probably  re- 
main disease-free  without 
treatment — but  many  get 
chemotherapy  any^vay.  Oth- 
ers may  not  respond  to 
standard  procedures  but 
could  benefit  from  a  bone- 
marrow  transplant. 

The  answer  to  figuinng 
out  what  measui'es  will 
most  benefit  individual  pa- 
tients, Shackney  believes, 
lies  in  the  genes  of  cancer 
cells.  In  a  seven-year  study 


of  nearly  100  patients,  he 
found  that  tumors  harbor- 
ing even  a  few  cells  with 
tkree  or  more  specific  can- 
cer-related abnoiTnalities 
are  hkely  to  recui". 

More  studies  are  needed 
to  back  up  Shackney's  find- 
ings. But  the  stakes  are 
high.  "About  $700  million  a 
year  is  spent  on  patients 
who  will  reap  no  benefits 
fi"om  treatment,"  because 
they  are  unlikely  to  have  a 
recurrence,  he  says. 

Naomi  Freundlich 


[NNOVATIONS 


Fighting  witchweed 


u  Corn  harvests  in  Kenya 
tripled  in  an  experiment  by 
Jonathan  Gressel,  a  plant  re- 
searcher at  Israel's  Weiz- 
mann  Institute  of  Science. 
He  vanquished  the  wicked 
witchweed — a  parasitic  plant 
that  often  defies  controls — 
by  soaking  corn  seeds  in  a 
herbicide  to  which  the  corn 
is  immune,  thanks  to  bio- 
engineering.  When  the 
witchweed  tries  to  suck  nu- 
trients from  the  corn  roots, 
it  gets  a  lethal  dose  of  her- 
bicide instead. 

■  Your  roach  motel  no 
longer  attracts   a  steady 


stream  of  "guests"?  Heather 
Wren,  an  entomologist  at 
Virginia  Tech,  has  a  new 
remedy:  a  cocki'oach  steril- 
izer that  works  longer  and 
is  envii'onmentally  safe.  It's  a 
chemical  mix  that  prevents 
the  pests  from  forming  uric 
acid  in  their  bodies.  Because 
uric  acid  is  essential  for 
cocki-oach  gi'owth  and  repro- 
duction, the  new  bait  is  real- 
ly a  birth  control  pill  foi-  the 
insects,  says  Estevan  Bane- 
gas,  president  of  Dominion 
Biosciences  Inc.  in  Blacks- 
burg,  Va.,  which  has  hcensed 
the  product.  □ 


PATENT-SURFING 
COMES  TO  THE  WEB 

U.  S.  PATENT  DATA  ARE 

making  their  debut  on  the 
World  Wide  Web — at  bar- 
gain rates.  The  full  text 
v\    of  patents  has  long  been 
available  from  such  onUne 
jWjjl  services  as  Lexis/ 
*  Nexis,  owned  by  Brit- 
ain's Reed  Elsevier,  and 
the  Dialog  division  of 
Knight-Ridder  Inc.  But 
these  databases  are 
housed  on  mainframe 
computers  not  connected 
to  the  Internet,  and 
searching  them  can  cost 
more  than  $100  an  hour. 
The  cheaper,  Web-based 
offerings  are  from  France 
Telecom's  Questel-Orbit 
Inc.  in  McLean,  Va.,  and 
from  the  Chemical  Ab- 
stracts Service  of  the 
American  Chemical  Soci- 
ety in  Columbus,  Ohio. 

For  Questel-Orbit's 
QPAT-us,  the  fu'st  pass- 
word runs  $1,995.  That  al- 
lows unUmited  access  for 
a  year  to  all  1.8  miUion 
U.  S.  patents  issued  in  the 
past  20  years.  Additional 
passwords  may  be  pur- 
chased at  substantial  dis- 
counts. The  Chemical  Ab- 
stracts Service's  Chemical 
Patents  Plus — which  de- 
spite its  name,  includes  all 
U.  S.  patents — doesn't  car- 
ry an  up-front  charge. 
And  it  allows  free  search- 
es back  to  1974.  But  get- 
ting the  patent  number 
and  front  page  costs 
$1.25.  Downloading  the 
full  text  is  $3.75. 

The  newcomers'  Web 
offeiings  aren't  as  compre- 
hensive as  the  full-priced 
sei"vices.  For  instance, 
Lexis/Nexis  constantly 
updates  a  patent's  as- 
signee. Still,  they  should 
find  a  sizable  niche. 

Peter  Coy 


FOR  FURTHER  INFORMATION:  Go  to  Business  Week  Online  at  America  Online  or  E-mail  dtwmay@businessweek.com 


Science  &  Technology 


GLOBAL  WARMING 


GREEN  WARRIOR 
IN  GRAY  FLANNEL 

Why  business  listens  to  activist  Jeremy  Leggett 


Like  the  Greenpeace  radicals  who 
recently  paddled  kayaks  into  a 
French  nuclear  testing  zone  off 
Tahiti,  Jeremy  Leggett  is  a  fierce 
environmental  campaigner.  The  differ- 
ence is  in  tactics.  Instead  of  paddles 
and  flares,  the  pinstriped  director  of 
Greenpeace  International's  solar  cam- 
paign uses  slides  and  statistics  to  bring 
about  change.  His  mission:  convincing 
insurance  executives  that  global  warm- 
ing could  bankiaipt  their  industry.  And 
he's  getting  results. 

So  far,  some  50  European  and  Asian 
insurers  have  signed  an  accord  vnth  the 
U.  N.  pledging  to  consider  the  issues  of 
climate  change  and  other  envii'onmental 
problems  in  all  business  practices. 
Dozens  of  banks  have  sigTied  a  similar 
U.  N.  pledge,  fearing  that  many  of  the 
industries  they  lend  money  to — such  as 
coastal  resorts — could  be  devastated  by 
climate  change.  That  would  leave  the 
banks  with  devalued  or  stranded  assets. 
"Jeremy  Leggett  was  the  catalyst  for  a 
shift  in  our  attitude  and  awareness," 
says  Rolf  Gerling,  a  billionaire  who 
heads  the  Gerling  Group  of  Insurance 
Cos.  in  Germany. 

HURRICANES.  The  likely  extent  of  global 
warming  is  still  being  debated  by  sci- 
entists armed  with  ultracomplex  com- 
puter models.  But  a  con- 
sensus has  emerged.  Last 
December,  the  U.  N.- 
sponsored  Intergovern- 
mental Panel  on  Climate 
Change  said  that  by  2100, 
worldwide  temperatures 
would  rise  by  1  to  3..5  de- 
gi-ees  centigi-ade  (chart). 
This  warming  will  be 
caused  by  an  increase  in 
carbon  dioxide  and  other' 
so-called  gi'eenhouse  gas- 
es in  the'  atmosphere  that 
capture  and  hold  heat  es- 
caping from  earth.  Fos- 
sil-fuel burning  is  the 
main  source  of  these  gas- 
es. Some  scientists  be- 
lieve  that   one  conse- 


quence of  this  warming 
will  be  more  frequent 
extreme  weather  events 
such  as  hurricanes  and 
floods. 

In  the  past,  industry 
has  been  loath  to  ac- 
knowledge that  global 
cUmate  change  is  a  prob- 
lem. Leggett,  42,  is  par- 
ticularly well  suited  for 
changing  that.  He  is  a 
former  oil-industry  con- 
sultant and  lecturer  at 
London's  Imperial  Col- 
lege of  Science,  Technol- 
ogy &  Medicine,  and,  ac- 
cording to  Kaspar 
Mueller,  a  Swiss  man- 
agement consultant,  "he 
speaks  the  language  of  business." 

When  Leggett  first  approached  in- 
surers about  four  years  ago,  they  were 
reeling  from  a  record-breaking  string 
of  natural  disasters — and  ready  to  lis- 
ten. Of  the  24  largest  insured  U.  S. 
weather-i'elated  catastrophes  ever,  21 
took  place  in  the  past  decade.  In  1992, 
Hurricane  Andrew  cost  insurers  more 
than  $17  billion  and  bankiaipted  eight  of 
them.  If  such  stonns  become  more  com- 
mon, the  industry  could  face  huge  loss- 

LATEST  WORD  ON  GLOBAL  WARMING 

Tfie  U.N.  's  Intergovernmental  Panel  on  Climate  Change 
(IPCC)  lias  concluded: 


SOLAR  BOOSTER:  The  fortn.ei 
oil-indastnj  consultant  and 
academic  saw  the  light 


•  That  temperatures  worldwide 
will  rise  by  1  to  3.5  degrees 
centigrade  by  2100. 

•  That  higher  temperatures 
will  lead  to  more  severe 
droughts  and  floods  in  some 
places-and  to  less  severe 
droughts  and  floods  in  others. 


•  That  sea  level  will  rise  about 
50  centimeters  by  2100-which 
is  25%  less  than  the  group  had 
forecast  in  1990. 

•  That  "the  balance  of  evidence 
suggests  a  discernible  human 
influence  on  global  climate." 


es.  "Climate  change  p 
es  a  real  threat  to 
business,"  says  Franl  i 
W.  Nutter,  president  \ 
the  Reinsurance  Assn. 

Leggett's  new  incarnation  is  a 
change  fi'om  the  days  when  he  jet 
around  the  globe  as  an  industry  c 
sultant,  hunting  for  untapped  oil 
serves.  After  eai-ning  a  doctorate 
earth  sciences  at  Oxford  University 
1978,  Leggett  took  a  faculty  position 
Imperial  College,  where  he  spent 
years  researching  ocean  geology 
consulting  for  oil  companies. 

As  scientific  evidence  mounted  t 
trapped  gi-eenhouse  g 
were  hiking  the  plan 
thermostat,  Leggett  gi 
dissatisfied  with  acade 
and  his  consulting  wc 
But  because  his  deps 
ment  was  heavily  funi 
by  oil  companies,  th 
was  little  room  for  si 
ous  questioning  of  th 
practices.  In  1989,  he 
cided  to  join  Gre 
peace — the  fii"st  unive: 
ty  professor  to  do  so 
Leggett's  an'ival  ci 
cided  with  the  gi'oup's 
ahzation  that  it  nee« 
business  to  help  achi 
lasting  goals.  Wli 
Greenpeace  campai 
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Hit  the  mouse  and  get  500  free  miles. 


troducing  United  Connection! 

the  power  to  purchase 
vour  own  travel  with  ease. 

lis  the  newest,  easiest  way  to  make  all 
vour  travel  plans,  any  time  you  choose. 
W  hen  vou  load  United  Connection 
sillv\ciic  onto  your  Microsoit"  Windows'-based  PC. 
you  can  reserve  flights  on  over  500  airlines  world- 
wide. Book  rooms  at  over  .'-JO.OOO  hotels. 
Rent  cars  from  over  50  companies. 
And  rest  assured  that  low  travel  rates 
are  just  a  click  of  a  mouse  away.  You'll  earn 
500  Mileage  Plus"  bonus  miles  every  time  you  use 
United  Connection  to  buy  and  complete 
round-trip  travel  on  United  from  now 
through  1996.  Get  United  Connection 
by  calling  1-800-348-7688  today.  And  make  the 
mouse  in  your  house  roar. 


UNITED 

CONNECTh^N' 

Order  United  Connection  and  start  getting  free  miles. 

Call  1-800-348-7688 


If  you  run  a  business,  or  even  a  department 
for  that  matter,  you  probably  feel  as  though 
the  weight  of  the  world  is  on  your  shoulders. 

Enter  Lotus  SmartSuitef  SmartSuite 
is  all  the  software  your  business 
needs.  And  it's  so  easy  to  i 
learn  that  you  and  everyone 
on  your  team  will  be  able  to 
use  it  in  no  time.  (Are  those 
shoulders  feeling  any  better?) 

SmartSuite  comes  with  six 
desktop  software  applications, 
as  opposed  to  the  mere  four  that 
other  software  suites  give  you 
You  get  word  processing,  spread- 
sheets, database  management. 


Failure  is  i 

an  01 

It's  just  a  i 
nagging  pos^ 
that  helps  me 
stay  focused. 


biiity 


In  Canada  call  1-800-GO-LOTUS.  '^Upgrade  from  any 
Lotus  or  competitive  software.  Dealer  pncmg  may  vary.  ©1996  Lotus  Development 
Corporation,  55  Cambridge  Parkway,  Canihndge,  MA  02142.  All  rights  reserved.  Lotus, 
•rking  Together,  Lotus  SmartSuite,  Approach,  Freelance  Graphics,  1-2-3  and  Lotus  Organizer  are 
•red  trademarks  and  Word  Pro  is  a  trademark  of  Lotus  Development  Corporation.  Windows  is  a 
i  trademark  of  Microsoft  Corp.,  and  IBM  OS/2,  Apfiva  and  TTiinkPad  are  registered  trademarks 
mal  Business  Machmes  Corp.  All  other  products  are  registered  under  their  respective  companies. 


graphics,  calendaring  and  scheduling, 
and  a  multimedia  tool.  SmartSuite  also 
allows  you  complete 
^^^^^^      Internet  access. 

t^P^^BH^  Translation:  you 

(plural)  can  do  it  all. 
Create  professional 
correspondence,  finan- 
All  the     cial  statements,  graphic  sales 
software     presentations,  track  inventory, 
a  business     organize  your  daily  schedule 
needs,     and  publish  documents  directly 
to  the  World  Wide  Web.  And  because  the 
applications  in  SmartSuite  are  completely 
integrated,  everyone  on  your  team  can 
work  better  together. 

Versions  of  SmartSuite  are  avail- 
able for  Windows'-'  95,  Windows  3.1 
and  OS/2,"'  and  SmartSuite  is  now 
included  with  Aptiva*  ThinkPad""  and 
most  IBM®  PCs,  as  well  as  select 
Acer,''  AST"  and  Epson*  PCs.  There's 
more  of  course.  But  you  are  run- 
ning a  business  and  we'd  hate  to 
keep  you  from  doing  just  that. 
SmartSuite  is  available  for  as 
little  as  $149f  so  try  it  for  your- 
self. For  your  free  Lotus  Gallery 
CD  complete  with  a  45  day 
trial  version  of  SmartSuite,  call 
1-800-TRADE-UP,  ext.  8822.  Or 
reach  us  on  the 
World  Wide  Web  at 
www.lotus.com. 


Lotus 


Working  Together' 


The  Corporation 


could  spur  consumer  demand  for  green 
products  and  technologies,  the  organi- 
zation didn't  have  the  money  to  develop 
and  market  them  itself.  Last  year, 
Greenpeace's  budget  sank  to  S136  mil- 
Uon,  dowTi  fi'om  its  peak  of  SI 76  mil- 
Hon  in  1990. 

So  far,  the  changes  Leggett  has 
prompted  in  the  insiu-ance  industiy  have 
been  limited  to  httle  more  than  expres- 
sions of  good  intentions.  Insm-ers  ai-en't 
dumping  their  oil  investments  or  lob- 
bying governments  to  set  fuTn  hmits  on 
carbon  dioxide  emissions  yet.  But  they 
have  promised  to  support  insurance 
products  and  services  that  promote 
sound  environmental  practice — and  to 
refuse  to  sell  insiu-ance  to  at  least  some 
businesses  that  don't.  In  the  past  year, 
for  example,  Nonvay's  Uni  Storebrand 
has  refused  to  insure  more  than  350 
ships  for  failing  to  meet  stringent  safe- 
ty and  environmental  standards. 
HIGH  HURDLES.  Bringing  the  financial- 
services  industn'  into  the  debate  over 
global  warming  also  has  big  conscious- 
ness-raising value.  Last  fall,  insurer 
Swiss  Reinsui'ance  Co.  took  out  a  full- 
page  newspaper  ad  confi'onting  the  is- 
sue. The  company  argued  that  reduc- 
ing the  risk  of  catastrophes  related  to 
global  wanning  was  a  better  policy  than 
merely  raising  premiums  or  refusing  to 
insure  some  risks. 

The  next  step  for  Leggett  is  to  per- 
suade insurers  and  bankers  to  take  de- 
cisive action  to  curb  gi'eenhouse  gases. 
"Environmental  gi'oups  ai'en't  going  to 
solve  the  world's  problems,"  insists 
Leggett.  "Industiy  \nll."  He  also  hopes 
to  kick-stail  a  "solai*  revolution"  by  get- 
ting insurers  and  banks  to  divert  some 
of  their  investments  away  fi'om  fossil 
fuels  and  into  envii'onmentally  friendly 
power  sources  such  as  solar  energy. 

Leggett  recognizes  the  steep  obsta- 
cles he's  up  against.  No  American  in- 
surer has  yet  signed  the  U.  N.  accord. 
And  investments  in  alternative  energy 
may  be  limited — partly  because  regula- 
tors in  most  countries  don't  permit  in- 
surers to  make  risky  investments. 
Leggett  admits  Greenpeace  hasn't  had 
much  success  galvanizing  public  conceiTi 
over  global  wanning.  Unlike  a  redun- 
dant oil  rig,  "climate  change  is  not  an 
ob\ious  tahsman  for  support,"  he  says, 
alluding  to  Greenpeace's  successful  effort 
to  prevent  Shell  Oil  Co.  ft'om  dumping 
the  Brent  Spar — a  defimct  rig — at  sea. 

Still,  in  the  long  i-un,  an  artilleiy  of 
pinstriped  eco-warriors  such  as  Leggett 
and  some  of  his  Greenpeace  colleagues 
may  prove  more  poweiful  in  achieving 
environmental  goals  than  a  fleet  of  ac- 
tivists in  kayaks. 

By  Julia  Flynn  in  Nottingham,  unth 
Heidi  Dawley  in  London  and  Naomi 
Freundlich  in  New  York 


STRATEGIES 


DOES  FIREPOWER 
=  EARNING  POWER? 

Lockheed  Martin  is  placing  a  costly  bet  that  it  does 


For  neai'ly  a  decade,  Lockheed  Mar- 
tin chief  executive  and  president 
XoiTnan  R.  Augustine  has  raced  to 
ensure  that  his  company  emerges 
as  the  top  gun  in  the  consolidating  de- 
fense industiy.  On  Apr.  23,  as  Lockheed 
Maitin's  .$9.1  billion  buy  of  most  of  Loi"al 
Corp.  finally  closed,  Augustine  had  clear- 
ly hit  his  goal.  Today,  he  sits  atop  a  $27 
billion  one-stop  weapons  shop  that  is 
neaiiy  double  the  size  of  his  nearest  rival. 
"We  are  going  to  be  one  of  the  sur- 
\ivors,"  declai'es  Augustine. 

Now,  however,  comes  the  biggest  bat- 
tle: Augustine  must  make  the  Bethesda, 
Md.-based  company — the  amalga- 
mation of  two  dozen  defense  com- 
panies— work.  The  bu\ing  binge 
capped  by  the  Loral  deal  is  raising 
eyebrows  in  business,  labor,  and  po- 
Utical  circles.  Competitors  who  ai'e 
also  customei-s  ffei  about  potential 
conflicts  of  interest.  Employees 
are  facing  another  restnictuiing 
while  they're  still  dealing  with  the 
March.  1995.  marriage  between 
aircraft  maker  Lockheed  Corp. 
and  Augustine's  Martin  Marietta 
Corp.  And  defense  strategist- 
worn^  that  the  brawTiy  company 
will  have  too  much  political  clout. 
BREATHER.  Some  ex]Deits.  however, 
see  dollar  signs  where  others  see 
arm-twisting.  They  applaud  the 
purchase  of  Loral's  defense  elec- 
tronics and  systems  integi'ation 
businesses  as  the  latest  in  a  se- 
ries of  smart  strategic  moves  by 
Augustine,  who  wiU  succeed  Daniel 
M.  Tellep,  the  fonner  ceo  of  Lock- 
heed, as  chaiiTnan  next  .January. 
"They've  done  a  remarkably  good 
job  of  adding  value  through 
acquisitions,"  says  John  R.  Raitt,  associ- 
ate director  of  research  for  Chicago- 
based  Hanis  Associates,  whose  Oakmai-k 
Fund  held  a  1.7%  stake  in  the  company 
at  yeai'end.  Cost-cutting  plus  its  an-ay  of 
expertise  helped  Lockheed  Martin  win  a 
stunning  60%  of  the  contracts  it  bid  for 
last  year. 

Stockholders  seem  to  think  the  strat- 


egy' is  working.  Lockheed  Martin's  a 
nualized  retm-n  for  the  five  yeai's  endi 
Dec.  31  was  35.6%  for  the  conil^inf 
companies,  well  above  the  23.9%  posti 
by  the  Standai-d  &  Poor's  Aerospace,T) 
fense  Index.  Without  restructurii 
chai'ges,  1995  earnings  would  have  ris^ 
17%  on  flat  revenues;  for  1996's  fii 
quarter,  profits  were  up  9%  on  a  li 
sales  drop.  Analyst  B\Ton  K.  Callan 
Merrill  Lynch  &  Co.  thinks  that  1 
1998,  earnings  should  cUmb  25%:,  to  SI 
billion.  After  some  profit-taking,  tl 
stock  is  trading  at  about  78,  dov 
slightly  fi'om  its  .January  high  of  Sn 


With  government  pi'ucurement  do' 
60%  since  1990,  most  of  the  compan 
earnings  will  come  from  cost-cuttii 
The  company  ah'eady  is  ahead  of  scht 
ule  on  its  $1.8  billion  annual  savin 
goal  fi'om  the  Lockheed-Martin  merg 
In  June,  it  ch-ew  up  a  restructming  pi 
to  shiink  the  workforce  by  12,000, 
150,000.  Another  penny-pinching  tactic 
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1996  SALES* 

BILLIONS  OF  DOLLARS 


ne  buying.  Cen- 
ing  its  $15  billion 
nnual  purchases 
d  save  on  eveiy- 

from  transistors 
per.  Similar  ploys 
36  used  with  the 
y  decentralized 
I  to  trim  about 
million  a  year, 
t  cost-cutting  can 

go  so  far.  And 
ugh  Augustine 
t  ruled  out  more 
sitions,  it's  a  good 
For  a  breather  Ac- 
es are  paying  the 
st  price  for  a  dol- 
'  sales  in  a  decade — though  no  one 
;ts  a  big  spending  ramp-up  any- 
soon.  Northrop  Grumman's  $3.5 
1  purchase  of  Westinghouse  Elec- 

defense  business  was  valued  at 

of  sales,  and  the  Loral  deal  went 
54%,  compared  with  an  average  of 
n  1991. 

PICKINGS.  One  reason  for  the  high 
tions  is  that  the  remaining  targets 
1  the  few  e.xpanding  sectors  of  the 
try.  "You  can  gi'ow  the  bottom  line 
so  miuch  without  gi'owing  the  top 
says  Locklieed  Maitin  CFO  Marcus 


AS  AUGUSTINE  BUILDS 
A  DEFENSE  COLOSSUS... 


.LOCKHEED  MARTIN'S 
STOCK  SOARS 


APR,  22, '96 


DATA  MERRILL  LYNCH 


•ESTIMATES 


DATA  BLOOMBERG  FINANCIAL  SERVICES 


9  guns  of  Augustine:  "When 
)ortunity  knocks  you  can't  say, 
me  back  in  two  years' " 

THE  CEO  HAS  TO  CREATE  A  UNIFYING  VISION 


C.  Bennett.  Loral,  for  example,  has  elec- 
tronics offerings  ranging  from  battle- 
field simulations  to  missile  technology — 
and  the  Electronic  Industries  Assn. 
predicts  a  23%  rise  in  the  electronics 
part  of  the  Pentagon  procurement  bud- 
get by  2000,  to  $19.9  billion.  Then 
there's  the  fact  that  there's  httle  left  to 
buy.  "The  cabbage  patch  has  been 
picked  over,"  says  Augustine. 

Yet  not  everyone  likes  Augustine's 
strategy.  "We  could  have  spent  $2  or  $3 
billion  on  defense,"  says  Westinghouse 
Electric  Corp.  Chairman  Michael  H.  Jor- 
dan, "but  we  made 
the  decision  not  to. 
Revenue  growth  was 
going  to  be  tough, 
and  the  bottom  line 
was  going  to  come 
only  through  cost 
reduction." 

And  acquisition-led 
gi'owth  may  become 
increasingly  difficult. 
So  far,  the  govern- 
ment has  approved 
defense  deals  on  the 
belief  that  there  con- 
tinues to  be  enough 
competition.  But  the 
Apr.  18  settlement 
with  the  Federal 
Trade  Commission 
mandated  that  Lock- 
heed Martin  restrict 
access  to  confidential 
information  about 
competitors'  fighter 
aircraft  and  un- 
manned aerial  vehi- 
cles. The  next  deal 
may  also  get  heavier 
scrutiny,  since  the 
Pentagon  called  for  a 
study  of  whether  in- 
tegrated companies 
favor  their  own  units. 

A  more  near-term 
woiTy  is  the  reaction 
of  such  customers  as 


McDonnell  Douglas, 
which  also  are  com- 
petitors on  contracts, 
such  as  the  $750  billion 
Joint  Strike  Fighter. 
While  Peter  R.  D'An- 
gelo,  executive  vice- 
president  and  CFO  of 
Raytheon  Co.,  says  he 
won't  shy  away  from 
Lockheed  Martin  if  it 
offers  the  best  value, 
McDonnell  Douglas 
President  and  ceo 
Harry  C.  Stonecipher 
says  he  will  look  else- 
where. "The  business 
equation  doesn't  work 
quite  as  well  in  buying  equipment  from 
your  competitors,"  he  told  analysts.  Be- 
cause big  contracts  are  won  on  the  po- 
litical battlefield  as  well  as  on  the  price 
and  technical  fronts,  Stonecipher  thinks 
suppliers  that  are  competitors  could 
have  divided  loyalties. 

Augustine  dismisses  this  notion  alto- 
gether. "Lockheed  Martin  does  not  be- 
lieve it  serves  our  customers,  our  coun- 
try,  or  ourselves,"  he  says,  "to  employ  a 
blacklist  purchase  policy."  Yet  skepti- 
cism abounds.  The  stance  "is  intellectu- 
ally attractive,  but  I'm  not  sure  it  pass- 
es muster  at  the  gut  level,"  says  defense 
specialist  James  R.  Schwendinger  of 
Deloitte  &  Touche.  In  the  end.  Stone- 
cipher's  thi'eat  may  be  mere  posturing: 
Many  of  McDonnell  Douglas'  purchases 
from  Locklieed  Martin  are  of  equipment 
mandated  by  the  government — such  as 
Loral's  night-vision  equipment  for  the 
F-18  fighter  jet. 

"LOWMORALE."  In  any  case,  Lockheed 
Martin  must  focus  on  some  critical  in- 
ternal challenges.  Industry  watchers 
say  Martin  Marietta  and  Lockheed  had- 
n't fully  digested  other  I'eeent  purchas- 
es, including  General  Dynamics  Corp. 
and  General  Electric  Co.  defense  units, 
when  they  bought  Loral.  Now,  along 
with  the  difficulties  of  a  yet-to-be-an- 
nounced post-Loral  restructuring — 
insiders  say  a  common  name  for  the 
company  is  "Lowmorale" — Augustine 
must  create  a  unifying  vision  for  an  in- 
creasingly complex  empire.  Even  Au- 
gustine agi'ees  it's  a  lot  to  swallow.  It 
would  have  been  better  to  wait  a  year 
or  two  to  buy  Loral,  he  says,  but 
"when  opportunity  knocks  you  can't  say, 
'Come  back  in  two  years.'" 

Can  he  and  his  lieutenants  pull  it  off? 
"They're  some  of  the  smallest  people  in 
the  business,"  says  Merrill  Lynch's 
Callan.  They've  made  plenty  of  good 
moves  so  far.  But  they'll  have  to  make 
many  more  to  cash  in  on  the  defense 
business  in  the  21st  centui-y. 

By  Stan  Crock  in  Washington,  with 
Stephen  Baker  in  Pittsburgh 
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The  $400  billion  behemoth 
from  Boston  has  started  to 
slip.  Can  Ned  Johnson's 
famous  money  machine  get 
back  into  high  gear? 


1996 


Shuffles  portfolio 
managers  as 
equity  funds  lag  the  market. 


(^399) 


1  QQr  stock  market 
±UUO  soars,  but 
equity  funds  struggle 
and  most  fail  to  keep  up 
Revamps  bond  funds. 


1  QQ/j  Bond  market 
Luu^  craters,  with  bond 
Funds  taking  large  losses. 


I 


t  was  a  battle  of  money-management  titans.  In  one 
corner  stood  the  reigning  champion,  Fidehty  Invest- 
ments. In  the  other,  five  pesky  rivals  vying  to  break  Fi- 
delity's dominance  of  the  fastest-growing  segment  of  the 
financial  -services  industry — the  $675  billion  401(k)  mar- 
ket. The  clash  was  over  the  management  of  retirement  as- 
sets for  the  employees  of  Toro  Co.,  the  Minneapolis-based 
manufacturer  of  lawn  mowers  and  snowblowers.  At  the  end 
of  a  painstaking  selection  process  last  year,  the  champ  was 
dealt  a  knockout  blow.  Gerald  T.  Knight,  Toro's  chief 
financial  officer,  says  Fidelity  lost  out  to  the 
smaller  Putnam  Investments  because  its  funds 
were  too  erratic  and  unfocused.  "Our  employ- 
ees are  not  very  sophisticated  investors,  and  we 
needed  very  consistent  and  very  disciplined 
funds,"  he  says. 

Inconsistent?  Undisciplined?  That's  hardly  a  de- 
scription befitting  the  world's  most  famous  in- 
vestment machine.  Fidelity's  considerable  stock- 
picking  prowess  has  produced  the  most  remarkable 
gi'owth  streak  in  the  annals  of  finance.  The  company 
is  taking  in  neai-ly  .$5  billion  a  month.  It  has  10  million 
individual  fund  shareholders,  controls  13%  of  all  the 
f  money  in  mutual  funds,  and  still  wins  its  share  of 
401(k)  customers,  including  General  Motors,  Ford, 
and  AT&T.  The  company  has  expanded  into  virtually  all  aspects 
of  financial  services,  including  underwiiting,  brokerage,  in- 
surance, and  credit  cards,  and  it  is  aggi-essively  pushing  off- 
shore versions  of  its  funds  in  Eiu-ope  and  the  Far  East.  Its 
long  tentacles  have  helped  double  its  assets  in  the  past  three 
years,  to  $400  billion. 

But  Toro's  decision  is  emblematic  of  enoiTnoas  challenges  fac- 
ing the  Boston-based  giant.  As  money  has  gushed  in,  many  of 
its  largest  funds  have  been  taking  evei-bigger  bets,  straying 
farther  from  their  basic  objectives  and  spooking  a  gr-owing 
number  of  institutional  investors  such  as  Toro.  Compounding 
Fidelity's  j^roblems  is  evidence  that  size  is  beginning  to  hinder 
its  fimds.  Managers  ai-e  finding  it  increasingly  difficult  to  ma- 
neuver their  huge  holdings  in  and  out  of  the  stock  market.  Tlie 
peifoi-mance  of  its  $56  billion  flagship  fidelity  Magellan  Fund 
has  been  en-atic,  and  the  performance  of  its  domestic  ecjuity 
fimds  ovei'all  has  been  slipping  for  two  years. 
BUNKER  MENTALITY.  At  the  same  time,  Fidelity's  prominence 
has  led  to  an  extraordinaiy  level  of  scnitiny.  On  Apr.  19,  Tfw 
Washington  Post  reported  that  the  Securities  &  Exchange 
Commission  is  investigating  the  personal  trading  activities 
during  1993  of  seven  current  and  former  Fidehty  fund  man- 
agers, including  Jeffi-ey  N.  Vinik,  who  runs  the  Magellan  i 
Fund.  Fidelity  called  the  report  "flat-out  wrong"  and  posted  : 
a  statement  on  its  Internet  World  Wide  Web  site  calhng  the  [ 
story  a  "rehash  of  old  stories  that  also  were  inaccurate."  : 
The  SEC  took  the  unusual  step  of  issuing  a  statement  saying  ] 
the  report  "contains  inaccuracies  which  have  lead  to  erroneous  : 
impressions."  Two  years  ago,  the  sec  reviewed  personal  . 
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trading  records  of  Fidelity,  and  no  action  was  taken. 

More  wonisome  to  Fidelity  is  how  Vinik  handled  the  selling 
of  Magellan's  $1  biUion  position  in  Micron  Technology  Inc.  in 
late  1995.  The  stai'  manager  has  been  sued  by  Micron  share- 
holders, and  the  sec  is 
looking  into  whether 
Vinik  manipulated  the 
stock.  The  most  seri- 
ous chai'ge:  He  publicly  talked  up  Micron  in  press  intemews  at 
the  same  time  he  was  unloading  it.  Fidelity  denies  Vinik  did 
anything  wrong,  but  Baiiy  P.  Bai'bash,  director  of  the  SEC's  in- 
vestment-management division,  said  last  December  that  the  al- 
legations "i-aise  questions"  under  the  anti&mid  provasions  of  the 
1934  Seciuities  Act.  The  incident  has  created  a  bunker-like  at- 
mosphere at  Fidelity.  Managers  have  been  baired  from  dis- 
cussing specific  stocks  with  the  press,  and  executives  refuse  to 
talk  about  numerous  aspects  of  their  operations,  fearing  then- 
disclosui'es  wall  be  used  in  future  lawsuits. 

No  matter  how  the  Vinik  affair  turns  out,  Fidelity  has 
reached  a  critical  jimctiu-e.  Its  business  was  built  lai'gely  on  in- 
dividual investors  looking  for  liigh  returns.  But  the 
consumer  mai'ket  Fidelity  dominates  is  slowing  down 
industrywide.  Last  year,  more  than  half  its  new 
cash  came  fi"om  401(k)  plans,  making  it  essential 
that  Fidelity  please  those  customers.  And  like  Toro, 
many  companies  are  much  less  interested  in  shoit- 
ter-m  results  than  accountability  and  predictability. 
"They  invest  in  anything  they  want,  and  they  take 
all  kinds  of  risks,"  says  Robert  B.  Clelland,  president 
of  Robert  J.  Metcalf  &  Associates  Inc.  in  La  Jolla, 
Calif.,  which  advises  companies  on  mutual  fimds. 
As  a  result,  Clelland  doesn't  recommend  any  Fi- 
delity fimds  to  his  clients.  Says  Toro's  Ivnight:  "We 
want  small-cap  funds  that  invest  in  small-cap  stocks 
and  bond  funds  that  invest  in  bonds." 
HOLDING  FIRE.  Chainnan  Edward  C.  "Ned"  Johnson 
III,  who  has  led  the  privately  held  firm  since  tht 
early  1970s,  dechned  to  be  interviewed.  Source- 
say  the  65-year-old  billionaii'e  has  been  involved 
in  reshaping  his  funds,  but  he  has  left  the  details  to 
undei'lings  while  pui'suing  other  Fidelity  business. 


When  he  ran  Magellan,  Lynch 

made  plenty  of  big  bets- 
but  they  almost  always  paid  off 


PETER  LYNCH 

Former  Magellan  Fund  manager 

He  I'ecently  retmTied  fi'om  a  trip  to  the  Far  East  and  Britain, 
where  Fidelity  has  been  rapidly  ex])an(ling.  His  decision  to  al- 
low his  top  aides  to  ride  herd  over  the  funds  reflects  the 
gi'adual  transition  of  power  taking  i)lace  at  Fidelity.  In  1994, 
he  gave  his  34-year-old  daughter,  Abigail,  a  fund  manager,  a 
24%  stake  in  the  company — equal  to  his  own — and  last  year 
distributed  51%  of  the  voting  stock  to  employees. 

The  senior  executives  who  oversee  fimcls  are  all  hkely  to 
take  on  larger  roles  when  Johnson  retires — though  the  chaii'- 
man  has  not  indicated  when  that  will  be.  They  include  Pres- 
ident and  Chief  Executive  Officer  J.  Gary  Burkhead,  Chief 
Operating  Officer  William  J.  Hayes,  and  former  Magellan 
manager  Peter  S.  Lynch.  These  executives  say  major  ef- 
forts are  under  way  to  better  manage  the  fii-m's  gi'owth  and 
regain  its  peifomiance  edge.  Johnson  has  long  believed  in  the 
Japanese  management  philosophy  of  kaizen,  or  continuous 
change,  so  there  is  no  specific  blueprint.  But  the  changes  are 


among  the  most  extensive  Fidehty  has  undertaken  in  y( 
Inside  Fidelity,  efforts  to  tame  its  funds  have  trigger 
controversial  overhaul  of  its  investment  operation,  som 
which  has  gone  unnoticed  outside  the  company.  It  ha, 
signed  fund  managers,  completely  reversed  course  in 
bond  department,  implemented  new  risk-control  measi 
and  taken  steps  to  refocus  funds.  Some  think  the  changes 
choking  fund  managers  and  reducing  the  chances  they' 
able  to  achieve  theii'  historically  high  returns. 

"We  used  to  be  like  fighter  pilots,"  says  one  fonner  h 
ranking  fund  manager.  "We  used  to  go  in  every  mor 
strap  on  our  helmets,  and  go  in  with  gims  blazing."  Bu 
more,  say  sources  close  to  the  company.  Fidelity  execut 
strongly  deny  they're  stifling  their  ftmd  managers.  But 
clear  the  company  is  charting  a  new  course. 

Some  fixing  seems  necessary.  Of  course.  Fidelity 
agers  have  traditionally  been  encoiu'aged  to  take  risks  an 
defy  the  conventional  wisdom.  During  1995,  for  insta 
nearly  all  of  Fidehty's  diversified  growi:h  funds  had 
than  30%  of  their  assets  in  technology  stocks — a  huge 


that  was  paying  off  until  the  tech  stocks  sank  in  the  f( 
quarter.  A  number  of  other  popular  fimds,  including  Fic 
Asset  Manager  Fund  and  f^idelity  Blue  Chip  Growth  F 
were  hiul  by  investments  many  didn't  even  expect  wou 
in  the  funds  (table,  page  106). 

Indeed,  the  perfoi-mance  of  Fidelity's  domestic  e( 
fimds — the  core  of  the  company — has  been  slipping.  The 
ellan  Fund  has  beaten  the  benchmark  Standard  &  Poor's 
stock  index  only  once  in  the  past  four  years  and  is  badli, 
ging  the  mai-ket  this  yeai-  (1.8%  vs.  5.4%;  for  the  s&p  500 
Mar.  31).  Among  the  10  largest  fimd  companies  (exch 
money-market  fimds).  Fidelity's  retmns  rank  second  for  t 
and  10-year  periods  enchng  Mar.  31  (table,  page  105),  be 
the  other  nine  companies'  average  by  nearly  two  percei 
points  a  year  (chart,  page  110).  For  the  last  thi-ee  year; 
delity  ranks  thii'd  but  beats  the  average  by  only  one  pei 
age  point.  Over  the  past  12  months.  Fidelity  cUd  no  better 
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and  trading  operations,  up  from  $81  million  in  1994. 
One  poweiful  new  technology  launched  last  year  is 
a  c(imi)utei'ized  trading  system  that  links  Fidelity 
with  more  than  100  brokerage  firms.  "It  has  been 
invaluable  in  providing  liquidity  for  our  funds," 
says  Robert  H.  Morrison,  head  of  equity  trading. 

Even  more  significant,  Fidelity  has  shaken 
up  its  portfolio  managers.  Burkhead  reassigned 
18  managers  of  Fidelity's  26  weakest  funds, 
moving  other  Fidelity  managers  into  those  slots. 
The  idea,  says  Burkhead,  is  to  align  managers' 
investment  styles  with  the  goals  of  their  funds. 
One  example:  Michael  Gordon,  who  bought  small 
companies  for  Fidelity  Blue  Chip  Growth  Fund, 
was  switched  to  the  Fidelity  Retirement  Growth 
Fund,  which  is  more  suited  to  his  fondness  for 
small-cap  stocks.  Says  Burkhead:  "We  need  to 


In  recent  years,  Magellan  has  lagged 
the  S&P  500-and  Vinik  has  found  it 
hard  to  cash  out  of  big  positions 


-and  earned  a  return  that  was  just  average.  Two  years 
vhen  MoiTiingstai'  Inc.  last  conducted  this  study  for  Busi- 
WEEK,  Fidehty  was  fii'st  in  all  but  the  one-year  period, 
ven  then,  it  was  beating  the  average  of  its  peers  by  two 
ntage  points. 

w  Fidelity  manages  its  spectacular  growth  will  have  ma- 
jnsequences  for  the  company's  customers — and  the  $3 
n  mutual-fund  industry  as  well.  "Fidehty  and  Magellan 
1  a  special  position  of  representing  the  mutual-fund  in- 
y,"  says  William  Goetzmann,  an  associate  professor  who 
es  investing  at  Yale  University's  School  of  Organization 
inagement. 

;r  computing.  To  improve  returns.  Fidelity  is  spending 
ucks  on  investment  infi-astructiu-e.  Last  year,  the  equity 
rch  staff  was  boosted  17%,  to  162  analysts,  who  now 
4,900  companies,  up  from  3,800  in  1994.  The  company 
;pent  $51  million  on  computers  for  investment  research 


JEFFREY  VINIK 

Magellan  Fund  manager 


have  funds  in  different  categories  play  specific  roles." 

Fidelity  started  the  changes  last  year  by  radically  trans- 
forming its  bond  ftmds,  which  performed  poorly  in  1994.  Its 
bond  managers  had  unsuccessfully  tried  to  swing  for  the 
fences  like  the  equity  managers  by  stoking  their  funds  with 
derivatives,  ciuTencies,  and  Third  World  debt.  But  now  they 
use  "targeted  active  management" — also  known  as  bench- 
marking— in  which  funds  follow  a  tightly  defined  set  of  per- 
missible investments.  "No  more  big  bets,"  says  Fred  L.  Hen- 
ning  Jr,  director  of  fixed-income  investments. 

Then,  in  -January,  Fidelity  replaced  the  managers  of  its 
most  aggi-essive  bond  fund.  Capital  &  Income,  who  specialized 
in  buying  debt  in  bankrupt  companies,  taking  seats  on  the 
creditor  committees,  and  actively  trying  to  increase  the  val- 
ue of  the  holdings.  The  former  managers  had  made  increas- 
ingly problematic  investments,  including  a  nearly  50%  stake 
in  El  Paso  Electric  Co.  that  got  the  fimd  involved  in  negoti- 


Moving  Down  the  Ladder 

Fidelity's  performance  is  falling  compared  with  its  largest  rivals 

CUMULATIVE  AVERAGE  TOTAL  RETURNS* 

GROUP  lO-YEAR       FUND  GROUP  5-YEAR       FUND  GROUP  3-YEAR       FUND  GROUP  1-YEAR 


NTIETH  CENTURY  338.4% 

PUTNAM 

134.5% 

PUTNAM 

70.3% 

PUTNAM 

35.8% 

ELITY 

297.1 

FIDELITY 

119.0 

T.  ROWE  PRICE 

63.9 

DEAN  WIHER 

35.3 

NAM 

267.4 

T.  ROWE  PRICE 

115.7 

FIDELITY 

59.0 

T.  ROWE  PRICE 

33.3 

IRICAN 

245.8 

TWENTIETH  CENTURY 

108.0 

FRANKLIN 

56.7 

VANGUARD 

30.7 

N  WinER 

233.1 

VANGUARD 

100.0 

VANGUARD 

54.9 

FIDELITY 

29.8 

232.2 

DEAN  WIHER 

95.6 

DEAN  WIHER 

54.3 

TWENTIETH  CENTURY 

27.4 

OWE  PRICE 

227.4 

AMERICAN 

93.1 

TWENTIETH  CENTURY 

53.1 

AMERICAN 

27.1 

GUARD 

223.8 

IDS 

91.6 

AMERICAN 

48.7 

IDS 

26.6 

NKLIN 

195.7 

MERRILL  LYNCH 

91.5 

MERRILL  LYNCH 

47.6 

MERRILL  LYNCH 

26.0 

miLL  LYNCH 

170.8 

FRANKLIN 

82.4 

IDS 

44.5 

FRANKLIN 

26.0 

irgest  fund  companies  (excluding  money-market  funds).  Averages  are  for  U  S.  diversified         *Appreclaflon  plus  remvestment  of  dividends  and  capital  gams  for  time  period 
y  funds;  excludes  index  funds.  ending  IVIar,  31, 1996.  data  morningstar  inc 
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ating  electric  rates  with  Texas  regnjlators.  Says  Burkhead:  "It 
came  down  to  a  choice  between  continuing  to  iim  the  fund  as 
it  had  been  or  not  violating  oiu-  longstanding  principles"  of  be- 
ing passive  investors. 

Behind  the  scenes,  Burkliead  has  quietly  implemented  new 
risk-management  controls.  Investments  in  emerging  markets — 
once  frequently  used  by  managers  to  goose  performance — 
are  subject  to  a  liquidity  "framework,"  presumably  designed  to 
ensure  that  funds  can  sell  the  holdings  quickly  if  need  be. 
Bui'khead  has  also  added  a  risk-management  department  to  de- 
velop new  ways  to 
measure  the  safety  of 
fund  investments,  in- 
cluding evaluating  liq- 
uidity concerns  when  the  fimds  make  big  bets.  Burkhead  re- 
vises to  discuss  any  details  of  the  new  risk-control  schemes  or 
how  managers  will  use  them  to  guide  theii'  fimds.  One  thing 
seems  clear:  He's  trying  to  avoid  nasty  suq^rises. 

Burkhead  is  also  trying  to  cut  down  on  the  pack  mentality 
that  led  so  many  managers  into  the  same  stocks.  Late  last 
year,  soui'ces  say,  he  halted  the  internal  distribution  of  "daily 
night  sheets"  listing  the  prior  day's  trading  records  of  all 
portfolio  managers.  Some  ex-managers  say  this  data  enabled 
them  to  piggyback  on  one  another's  trading.  If  a  manager 
spotted  a  buying  or  selling  trend  ui  a  stock,  he  or  she  could  do 
the  same,  riding  a  trend  that  Fidelity  managei-s  may  have  cre- 
ated just  by  the  weight  of  their  money.  Fidelity  won't  comment 
on  the  daily  sheets,  except  to  say  they  raised  "security  con- 
cems."  Says  an  evasive  Biu'khead:  "We  tliink  what  we're  doing 
will  be  vei-y  poweiful  for  our  shareholders." 
MORALE  TROUBLE?  Sevei'al  former  managers  think  Bui'khead 
is  scuttling  the  risk-taking  bravado  that  defined  P'idelity  and 
boxing  its  portfolio  managei-s  into  comers.  "The  risk-control  el- 
ement wa.s  never-  there  befoi'e,"  says  one  source.  Now,  says  an- 
other; the  changes  ar-e  hurting  morale  among  some  managers. 
Burkhead  insists  the  critics  ar-e  wr'ong.  "We'r"e  not  getting 


more  conservative,"  he  says.  He  says  funds  that  are  de- 
signed to  be  aggr-essively  managed,  including  Magellan,  will 
not  change.  Robert  E.  Stansky,  manager-  of  the  $6.8  billion  Fi- 
delity Gr'owth  Company  Fund,  denies  he  is  any  less  aggres- 
sive. "If  I  thought  it  made  sense  to  put  40%  of  my  fund  in  re-; 
tail  [stocks],  I  would  do  it  in  a  minute,"  he  says. 

It's  precisely  those  big  bets  that  have  Fidelity  ci-itics  up  in 
arms.  For  instance,  last  year,  Vinik  had  as  much  as  46%  ol 
Magellan  in  tech  stocks.  Tliis  year-,  he  has  19%  of  his  assets  in 
bonds.  "Putting  40%  of  any  fund  into  one  sector  is  not  di- 
vei-sification,"  says  William  F.  Shar-pe,  Stanford  Universitj 
pr-ofessor  and  winner  of  a  Nobel  pi-ize  in  economics  for  his 
work  on  investment  theory.  "And  shifting  a  substantial  por- 
tion of  assets  from  stocks  to  bonds  is  market  timiing,  anc 
Magellan  is  not  a  market-timing  fund." 
SIMPLE  MATH.  The  firm  defends  Vinik's  strategy.  "Petei 
Lynch  did  the  same  thing,  and  no  one  cr'iticized  him,"  gi-ipef 
William  J.  Hayes,  chief  oper-ating  officer  for  equity  invest 
ments.  When  Lynch  ran  Magellan,  he  made  big  sector  bet; 
with  gr-eat  success.  For-  instance,  in  198.5,  Lynch  put  28.6%  o 
the  fund  into  financial  stocks.  Magellan  that  year  was  u] 
43.1%,  vs.  31.7%  for  the  S&P  500. 

In  the  past  two  years,  Fidelity's  big  funds  have  no 
achieved  such  mar-ket-beating  retur-ns.  To  some  degr-ee,  that' 
a  result  of  stock-picking.  But  another  important  issue  is  size 
Evidence  suggests  that  magnitude  may  be  a  problem  fo 
Fidelity's  lar-gest  funds.  In  three  of  the  past  four'  years,  Fi 
dehty's  gr'owth  funds  with  less  than  $1  billion  in  assets  out 
performed  its  growth  funds  with  more  than  .$5  billion. 

Lynch  ai-gues  that  size  doesn't  have  anything  to  do  with  if 
He  attributes  the  sagging  results  to  the  company's  invest 
ment  style  being  out  of  sync  with  the  market.  "We  tend  t 
look  for  turnarounds  and  value  in  small-  and  midcap  stock; 
and  that's  not  where  the  mar-ket  has  been  the  past  tw 
years,"  he  says.  Most  of  the  gains  have  come  in  lai-ge-con 
pany  stocks  that  Fidelity  has  consider-ed  overvalued,  h 


In  Need  of  Fixing 

TOTAL  RETURN* 


FIDELITY  FUND/ASSETS 

1994 

1995 

1996 

COMMENTS 

MAGELLAN 

$55.5  BILLION 

-1.8% 

36.8% 

1.8% 

Nobody  rode  the  tech  boom  like  Magellan's  Jeffrey  Vinik.  But  he  couldn't  dodge 
the  damage  of  the  tech-stock  correction  entirely.  This  year,  an  ill-timed  shift  of 
nearly  20%  of  the  fund  into  bonds  is  dampening  returns. 

ASSET  MANAGER 

$11  BILLION 

-6.6 

18.2 

1.7 

Returns  fell  sharply  in  1994  from  holdings  of  Third  World  debt.  Under  former 
manager  Robert  Beckwitt,  the  fund  made  a  slow  comeback  in  1995.  Under  a  new 
managerment  team,  the  fund  will  have  a  more  conservative  strategy. 

BLUE  CHIP  GROWTH 

$8.4  BILLION 

9.9 

28.4 

1.8 

Ex-manager  Michael  Gordon  bought  smaller  companies  he  considered  "tomor- 
row's blue  chips."  That  hurt  in  1995,  when  today's  blue  chips  soared.  New  man- 
ager John  McDowell  specializes  m  large-cap  stocks. 

BALANCED 

$4.7  BILLION 

5.3 

14.9 

-1.8 

Balanced  funds  are  supposed  to  be  conservatively  run.  But  this  one  was  not.  In 
1994,  the  fund's  Third  World  debt  cost  it  dearly.  The  fund  started  1995  with  only 
10%  in  U.S.  stocks  and  thus  missed  the  big  runup. 

CAPITAL  APPRECIATION 

$1.7  BILLION 

2.5 

18.8 

4.4 

This  sort  of  fund  usually  seeks  high-growth  companies,  but  former  manager  Ton 
Sweeney  invested  in  commodities  and  utilities.  New  manager  Harry  Lange,  a 
high-tech  ace,  is  seen  as  more  suited  to  the  fund's  goals. 

S&P  500 

1.3 

37.5 

5.4 

*Appreciation  plus  reinvestment  of  dividends  and  capital  gains,  before  taxes.  1996  results  are  through  Mar.  31.      DATA  morningstar  inc..  fidelity  investments,  business  wei 
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©1W6  BunkAmcnca  Coqi(ir.ilii>ii 


For  a  Major  Food  Company 


(We're  Experts  On  Nutritional  Value) 

The  package:  a  revolving  credit  line  based  on  inventory,  a  term  loan  tied  to  equipment 
assets  and  a  private  placement  secured  by  equity  in  a  foreign  subsidiary.  In  all,  a  deal  worth 
nearly  $600  million.  For  a  client  looking  to  recapitalize,  this  proved  to  be  very  fruitful. 


CEA 


MERGE  wrm 

TSELF 


It's  ccilled  Windon's-hciitd  enterprise 
cdtitpntnig.  And  it's  designed  to  give  your 
ompciny  the  greatest  competitive 
advantage  of  all:  a  unified  vision.  Imagine  seamlessly  sharing 
information — top-down,  bottom-up,  across  your 
organization  and  beyond  it — with  the  ease  and 
familiarity  of  Windows.'  And  without 
worrying  which  computer  happens  to  hold  the  data.  It's  no  futurist 
fantasy  —  it's  happening  right  now.  The  Alliance  for  Enterprise 
Computing  delivers  the  powerful  and  integrated  Microsoft' 
Windows  NT'^'and  BackOffice'"' platform,  joined  with  Digital's 
systems  and  global  service-and-support  netu  vrk.  The  result:  dependable, 
flexible,  open  computing  solutions.  To  align  your  company  with  its  vision, 
call  1-800-552-4405,  visit  the  Alliance  Web  site  at  http:llwww. 
alliance.digital.com  or  send  /y/jjQjf^fg^ff 


ALLIANCE 

e-nmil  to  alliance'^}  digital. com.     for  enterprise  computing 

ABX 

't)1996  Digital  Equipment  Cotporalion  Digital  and  the  DIGITAL  logo  are  ttadematk-i  of  Digital  Equipment  Coip  Microsoft,  tlie  Mitiosoft  logo  c 
Windows  are  registered  ttadematks  and  Windows  NT  and  BackOffice  are  trademarks  of  Microsoft  Corporation  Artwork  ic.Frjrn.iS'-tti  'immagn 
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says.  Adds  Staiisky:  "It  all  comes  down  to  whether  you 
make  the  right  bets." 

A  number  of  former  high-ranking  fund  managers  say 
that's  only  partly  tnie.  "There  are  a  lot  of  stinctural  reasons 
why  [the  large  funds  are]  going  to  underperform,"  says  one 
source.  Says  another  departed  manager:  "They're  so  large 
that  sigTiificant  outpeifonnance  [of  the  market]  is  going  to  be 

impossible." 

It's  simple  mathe- 
matics. A  neat  $10 
million  profit  on  an  in- 
vestment adds  a  full  percentage  point  to  the  return  of  a  $1 
billion  fund,  but  it  adds  less  than  two-tenths  of  a  jjercent  to 
Magellan's  return.  This  fact  puts  an  enormous  burden  on 
managers  of  Fidelity's  larger  fimds  to  find  more  profitable  in- 
vestments than  smaller  rivals  and  take  big  stakes  in  compa- 
nies. The  larger  funds  also  have  to  ignore  fast-gTowing  small- 
er companies  just  because  there  isn't 
enough  stock  available  to  make  an 
impact  on  the  portfolio. 

Fidelity  has  had  problems  unwind- 
ing large  positions.  Consider  Micron. 
On  Sept.  30,  1995,  Fidelity  owned 
19.6  million  shai"es  of  the  semicon- 
ductor maker,  of  which  Vinik  held 
11.8  million.  But  when  he  soured  on 
Micron  in  October — along  with  many 
other  investors — it  took  him  at  least 
two  months  to  unload  his  stake.  As 
he  sold.  Micron  lost  neai-ly  all  of  its 
1995  gains — heljMng  to  deflate  Magel- 
lan. After  peaking  at  a  42%  year-to- 
date  gain, in  mid-Septembei;  the  fund 
slid  to  36.8%  by  yearend,  just  below 
the  s&P  500's  return. 

A  small  fund  is  moi'e  nimble  than 
a  large  one.  At  Fidelity,  the  differ- 
ence can  be  striking.  Until  Sept.  30, 
1995,  both  Magellan  and  Fidelity 
New  Millennium  Fund,  which  had 


The  Lead  Vanishes 

The  average  annual  percentage  by 
which  Fidelity's  diversified  equity  funds 
beat  its  major  competitors,  for  periods 
ending  Mar.  31,  1996 


1.87% 

1.94% 

|i.oo% 

0% 

10  YEARS      5  YEARS      3  YEARS 

DATA  MORNINGSIAR  INC 


less  than  $500  million  in  assets,  had  close  to  40% 
technology.  They  were  also  neck  and  neck  in  pe: 
formance,  with  Magellan  up  38.9%  and  New  Millei 
nium  up  40.9%.  Then  came  the  technology  rout.  Ne 
Millennium  owned  netwoi'king  and  communicatioii 
stocks  that  largely  sidestepped  the  decline.  Vini 
owned  them,  too,  and  a  whole  lot  more,  amounting 
$20  bilUon.  Magellan  took  four  months  to  sell  its  tec 
stocks.  The  result:  New  Millennium  logged  a  52.14' 
I'eturn  for  1995,  while  Magellan's  return  slid. 
MANAGEABLE  SIZES.  One  internal  rvle  can  also  hobb 
performance,  say  sources  close  to  Fidelity.  Fidelil 
has  long  had  self-imposed  limits  on  how  much  tl 
fii-m's  fimds  could  collectively  own  in  a  company.  Tl 
complex  now  limits  itself  to  buying  no  more  ths 
13%'  of  the  publicly  available  stock  in  any  compan 
though  the  limit  can  go  to  15%.  with  special  perani 
sion.  One  formei'  fund  manager  says  he  was  barr( 

With  24%  of  Fidelity,  Abigail 
Johnson,  34,  may  be  in  line  to 
succeed  her  father 


ABIGAIL  JOHNSON 

Fidelity  portfolio  m  anager 


from  buying  several  stocks  at  bargain  prices  because  of  t 
15%.  rule.  "You  get  blocked  out  of  your  top  picks,  so  you  ei 
up  buying  yom-  second-  and  thii\l-best  ideas,"  says  the  sour( 
Fidelity  executives  deny  that  the  mle  is  a  hindrance.  "I 
rare  for  me  to  have  any  complaints  about  the  15%  limit,"  sa 
Stansky.  Of  his  top  50  holdings,  he  says  he's  fi'ee  to  b 
more  of  each.  Still,  the  number  of  stocks  that  managers  c 
be  blocked  out  of  is  getting  larger.  In  1993,  Fidelity  own 
13%  or  more  of  45  companies.  Last  year,  that  jumped  to  I 
reports  Technimetrics  Inc.,  wliich  tracks  institutional  holdinj 
A  number  of  Fidelity's  critics  think  the  company  shoi 
consider  alternatives  to  unabated  growth.  Among  the  o 
tions:  closing  large  fimds  to  new  investors  or  institutional 
counts;  cloning  new  funds,  such  as  a  "Magellan  11";  movi 
more  aggressively  to  a  multiple-manager  approach,  as 
has  already  done  with  three  large  funds;  or  opening  fun 
specifically  for  401(k)  customers. 

Many  of  Fidelity's  smaller  rivii 
have  long  since  taken  such  stej! 
Putnam  Investments  Chairm: 
Lawi'ence  J.  Lasser  has  abandon- 
a  system  of  "star"  fund  managers; 
favor  of  a  team  approach  to  minim:! 
the  risk  that  any  one  manager  v! 
produce  poor  results.  He  has  ke^ 
fimd  assets  focused  on  a  tightly 
fined  set  of  risk  parameters  to 
peal  to  retirement  inve.stors. 

He  has  also  kept  fimds  to  what  f 
considers  a  manageable  size.  "Wht 
a  fund  gets  so  large  that  it  disadv;i 
tages  shareholders,  we  start  a  mf 
fimd,"  Lasser  says.  After  its  largi* 
fimd,  the  Putnam  F'und  for  Growth! 
Income,  I'eached  $9  billion  in  assetsii 
December,  1994,  Putnam  launchi 
Fund  for  Gi'owi;h  &  Income  II,  whi 
now  has  $877  million  in  assets.  Coir" 
dence  or  not,  Putnam's  diversified  Ui 
funds  did  the  best  of  any  of  the  laiS 
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1in    DIICIMCCC    VI' rr 


oad  your  originals  once  and  walk  away.  The  new  Miia  DC-KOyo  makes  up  lo  ^99  stapled,  punched,  finsshed 
)cument  sets,  all  by  itself.  It's  simply  the  most  capable,  automatic  copier  ever  created.  Call  ]-HO()-Ati(  -SMI 


le  new  Mita  DC -  8090  has  the  technology 

to  manage  complicated  copying  jobs 
rom  start  to  finish-it's  fully  automatic. 
Junsets  should  be  watched,  not  copiers. 


Automatic  copyingf^^^perfected  it. 


you've  always  wanted  an  office 
as  big  as  a  conference  room. 


Not  everyone  can  have  an  office  And,  thanks  to  the  phone's  three 

ihe  size  of  a  conference  room,  but  now,  built-in  microphones  and  powerful  speaker 
with  ConferenceLink  '  CSiooo  from       that  operate  simultaneously,  your  conference 


U.S.  Robotics,  your  5s?«>r---: 
office  can  at  least 
perform  like  one. 

ConferenceLink  is  one 
of  the  most  advanced  conference 
speakerphones  available  today. 
And,  at  around  $400,  it's 
not  just  for  conference 
rooms  anymore. 

ft  features  SimulCom'"  full  duplex 
speakerphone  technology,  which  means 
you  can  hear  everything  even  while 
you're  talking. 


calls  can  be  as  natural  as  if  you  were  all 
in  the  same  room. 

ConferenceLink 
also  utilizes 
automatic  gain 
control,  so  that  no  matter 
where  you  sil,  or  how  many  people  you 
have  packed  into  your  office,  every  word 
is  heard  crystal  clear. 

To  hear  the  difference  for  yourself 
call  U.S.Robotics  at  1-800-949-6757  for 
a  demonstration  and  a  dealer  near  you. 


A  Performance  Telephone  For  Around  $400. 


ikitobotics 

The  Intelligent  Ctioice  in  Inlormation  Access 


The  U.S.  Robotics  ConferenceLink  CSiooo  is  now  available  at  all  Office  Depot',  Elek  Tek'  and  other  stores  near  you. 


fiind  families  in  the  past  one-,  thi'ee-,  and  five-year  periods. 

Other-  mutual-fund  giants  are  finding  other  options.  Van- 
guard Group  has  closed  some  funds  to  new  investors  and 
added  multiple  managers  in  others.  The  $14  billion  Vanguard/ 

Windsor  closed  out 
new  investoi's  in  1985, 
when  it  liit  $3.4  billion. 
Its  successor,  Van- 
guardAVindsor  II,  has  had  multiple  manager's  since  its  1986 
launch.  Last  year-.  Vanguard  closed  the  $2  billion  Vangnar-d/ 
Piimecap  P^md,  which  invests  in  small-  and  midcap  stocks,  af- 
ter it  pulled  in  $800  million  in  the  fir-st  two  months  of  1995. 

Clearly,  ther-e  ar'e  advantages  to  size,  and  no  one  has  been 
better  at  exploiting  them  than  Fidelity.  It  has  imparalleled  ac- 
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cess  to  cor-por-ate  executives,  who  flock  to  its  headquarters  , 
a  rate  of  30  a  day.  As  Wall  Street's  largest  generator  . 
commissions.  Fidelity  gets  access  to  virtually  any  inves| 
ment  reseai-ch  it  wants,  and  it  receives  favor-able  tr-eatment  ( 
stock  trades  and  initial  public  offerings. 

No  one  is  wor-ried  that  Fidelity's  performance  will  collapse 
a  result  of  its  gi-owth  or  its  ei^orts  to  attr-act  r-etir-ement  t' 
vestors.  The  concerns,  rather-,  ar-e  that  instead  of  being  tl 
best.  Fidelity  will  be  only  second-best.  Peter  Lynch  is  certain 
right  when  he  sayS'  that  what  ultimately  matters  is  the  stocii 
in  a  portfolio.  Fidelity  can  still  blow  away  the  competition  if  i 
funds  invest  well.  Only  now,  it's  a  much  harder-  task. 

By  Geoffrey  Smith  in  Bosto^ 
with  Jeffrey  M.  Laderman  in  New  Yol 


NED  JOHNSON'S  POINT  MAN 


J.  Gary  Bur-khead's 
hands  ar-e  neatly 
folded  on  his  desk 
in  his  corner  office  at 
Fidelity  Investments. 
He's  exquisitely 
dressed  in  a  blue- 
striped  shirt  with 
white  collar  and 
French  cuffs,  gray  pin- 
stripes, and  a  cashmere 
cardigan.  His  office  is 
perfect.  Clean  desk. 
Family  photo.  His 
words  are  carefully 
chosen — and  always 
positive:  "This  is  the 
greatest  investment  or- 
ganization in  the 
world." 

Chair-man  Edward  C. 
"Ned"  Johnson  III  has 
absolute  power  in  his 
family-held  domain. 
But  when  it  comes  to 
Fidelity's  worldwide  investment- 
management  operations,  ther-e's  no 
second  to  Burkhead,  53,  president 
and  chief  executive  officer-  of  fmr 
Co.  since  1988.  It's  an  unusual  posi- 
tion for  someone  who  never  man- 
aged a  mutual  fund  por-tfolio. 

"He's  a  perfect  complement  to 
Ned,"  says  Donald  R.  Kurtz,  a  for-mer 
colleague  of  Bur-khead  at  Equitable 
Life  Assurance  Society  of  the  U.  S. 
"Ned  is  a  conceptualist,  but  doesn't 
like  to  administer" 
"CROSS-FERTILIZATION."  Burkhead 
thr-ives  as  an  administr-ator.  When 
Fidelity's  bond  funds  falter-ed  in 
1994,  he  directed  a  r-adical  over-haul 
of  the  department.  He  also  master- 
minded the  shakeup  in  March  that 
changed  18  portfolio  managers  of  26 
equity  funds. 

Still,  Burkhead  is  not  an  autocrat. 
Fidelity  sour-ces  say.  "The  decision- 


Burkhead 
masterminded 

the  recent 
shuffling  of  18 
managers  of  26 
equity  funds 

J.  GARY  BURKHEAD 

President  and  CEO 


making  pr-ocess  at  Fidelity  has  al- 
ways been  one  of  cross-fertilization," 
says  former  Fidelity  President  John 
F.  O'Brien  Jr-.  Burkhead's  main  ad- 
viser-s  are  Vice-Chair-man  Peter  S. 
Lynch,  Chief  Oper-ating  Officer 
William  J.  Hayes,  and  fund  manager 
George  Vanderheiden,  but  he  r-e- 
ceives  a  constant  flow  of  ideas  from 
dozens  of  company  executives. 
Nonetheless,  when  Burkhead  de- 
cides on  a  change,  not  even  the 
firm's  nine-man  operating  committee 
has  veto  power. 

Bur'khead's  meticulous,  almost  im- 
perious manner  suggests  the  same 
privileged  Br-ahmin  upbr'inging  that 
Johnson  experienced.  But  his  back- 
ground could  not  be  more  different. 
He  was  born  in  Little  Rock,  the  son 
of  a  steamfitter.  In  1959,  his  senior 
year  at  Little  Rock  Central  High 
School,  the  school  was  closed  in  the 


wake  of  desegregation. 
But  Burkhead  became 
one  of  only  a  few  se- 
niors to  graduate  on 
time  when  he  complet- 
ed his  requirements 
■ .    through  cor-respon- 
dence  cour-ses  and 
classes  at  the  Universi- 
ty of  Arkansas.  He 
went  on  to  Columbia 
LTniver-sity,  Harvard 
business  school,  and  a 
job  at  Smith  Barney, 
Harris  Upham  &  Co., 
where  he  followed 
health-care  stocks,  then 
became  dir-ector  of  re- 
search. In  1978,  he  be- 
gan a  four--year  stint  as 
head  of  Equitable's 
pension  operations  be- 
fore taking  a  similar 
job  at  Fidelity. 
MYSTERY  MAN.  Of 
cour-se,  Bur-khead  has  made  his  shar-t 
of  enemies.  Some  former  employees 
have  choice  words  to  describe  him — 
"contr-ol  freak,"  for  example.  Burk- 
head is  private  and  has  few  interests 
outside  work.  He  runs  three  miles  a ' 
day,  reads  mysteries,  and  serves  on 
the  board  of  the  New  York  Stock 
Exchange.  But  mostly,  his  fr-iends 
say,  he's  a  workaholic. 

The  leading  candidate  to  succeed 
Johnson  when  he  r-etires  is  his 
daughter-,  Abigail.  Even  if  she  is  the 
owner,  Burkhead  is  a  leading  candi- 
date to  run  the  fir-m.  He's  a  trustee 
of  ever-y  Fidelity  fund  and  is  one  of 
only  two  executives  outside  John- 
son's family  who  own  voting  stock, 
with  3%.  Asked  if  he  wants  to  suc- 
ceed Johnson,  Bui'khead  is  charac- 
ter-istically  evasive:  "I  have  one  of 
the  best  jobs  in  the  world,"  he  says.  ! 
By  Geoffrey  Smith  in  Bosto 
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1  Gigabyte 
Hard  Drive 

(Perfect  Jor  containing  jour  12-hour  workdays) 


120  MHz  Pentium 
Processor 

(Perfect  Jor  Jlying  through  every  application) 


Under  $1,700 

(Perject  Jor  making  accounting  happy) 


The  joke  in  the  computer  business  generally  goes  something  like  this:  performance, 
^^^^\:.^/vV._s^§!;X_,  quality,  afFordability  —  pick  any  two.  Well,  it  seems  Compaq  has  rendered  that  little 
witticism  a  bit  obsolete.  Our  Compaq  ProLinea  models,  which  start  under  $1,325,'  offer  Pentium*  technology 
to  run  Windows*95,  the  speed  of  PCI  bus  architecture,  and  a  variety  of  unique  serviceability  features. 
Which  means  now,  things  sound  a  bit  more  like  this:  performance,  quality,  and  afFordability  —  pick  three. 


COMPAa 

Has  It   Changed   Your   Life  Yet? 


Ci  1996  Compatj  fompulcr  Crporaium  All  rights  n-SLTVi^i!  Compaq  rcgi«crc-t!  U  S  Patent  and  Trademark  Oftiti-  Tht  Inul  lnM<lt  Logo  and  Kt-nlium  are  rogts 
trademarks  of  Intvl  Corporation  Windows  is  a  registered  trademark  of  Mitrosoft  Corporation  Compaq  ProLinea  desktiip.i  arc  cnitrcd  by  our  frt-e  )-vear  limited  v 
'All  pruessVio\\n  are  eslimatei)  street  pntes  Dealer  prices  may  vary,  S  1.700  refers  to  ProLinea  E  models  only  h>r  more  information,  contact  us  at  I-80O-HS-ISI8  or  on  th. 
Wobat  ww  w  compaq.com  In  Canada,  call  1-800- 5^71616 

Pentium' 

IPROCESSOR 


Almost  All  Computer  Companies 

Sell  Storage. 


The  mosi  competitive  companies  m  the  world  have  two  things  in  common.  They're  organizing  their  entire  bus 
around  their  information,  doing  anything  and  everything  they  can  to  leverage  it  into  smarter,  more  powerful  decisii 
and  strategies. 

And  they're  recognizing  inlormation  storage  as  business-critical  and  then  treating  it  as  a  separate  purchase.  In  ( 
words,  buying  it  Irom  EMC,  the  world  leader  m  high-performance  storage  solutions.  Unlike  typical  computer  com] 
storage,  EMC  intelligent  storage  lets  you  do  a  lot  more  than  |ust  store.  It  consolidates  all  your  information  and  kee] 


How  Come  The  Leader  In  Storage 
Doesn't  Sell  Computers? 


:  close,  immediately  accessible  across  the  entire  enterprise,  regardless  ot  how  many 
mt  computers  or  servers  are  involved.  Or  how  many  times  they  change, 
you'd  hke  to  hnd  out  how  EMC  can  help  your  company  bring  products  to  market 
r,  respond  to  customers  and  new  opportunities  laster  and  give  indispensable  support 
ir  overall  growth  and  proht  strategies,  call  1-800-424-EMC2,  ext  216.  Or  visit  us  at 
'www.emc.com. 


EMG' 

THE  STORAGE  ARpHipCTS 


Free  To  Do  More, 


md  THE  STORAGE  ARCHITECTS  are  rcgislcn-d  tradcm.irks  .\nd  CMC  is  .1  uadcnurk  ol  HMt  i.  oipoi.iuoii  Oilici  ii.ii.lcin,irk4  ,in  ihc  pioiicrly  ol  ihcir  respeai\c  owners. 
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Finance 


DEALS 


FLYING  HIGH-AND 
AGAINST  THE  WIND 

Continental  is  only  one  of  Bonderman's  contrarian  coups 


When  David  Bondemian,  a  Texas 
dealmaker,  led  a  $450  million 
recapitalization  of  Continental 
Airlines  in  1993,  there  were 
enough  skeptics  to  fill  a  747.  The  air- 
hne  was  in  banki-uptcy  court — for  the 
second  time.  The  airline  industry  was 
losing  billions  of  dollars.  And  Bonder- 
man  himself  was  a  little  known  quantity. 
He  had  eamed  a  good  reputation  work- 
ing for  bilhonaire  Robert  M.  Bass.  But 
now  he  was  on  his  own,  and  Continental 
was  his  fii'st  deal. 

Bondemian,  who  presides  over  Texas 
Pacific  Group,  his  main  inve.stment  ve- 
hicle, soon  showed  what  would  become 
his  modus  operandi:  jumping  into  situa- 
tions that  others  shun,  consummating 
shrewdly  crafted  deals,  and  then  get- 
ting his  hands  ditty  making  them  work. 
At  Continental,  BondeiTnan  engineered 
an  extensive  management  shakeup  and 
restnacturing. 

Now,  the  nation's  fifth-lai-gest  airline  is 
posting  record  pr'ofits  and  soaring  to  the 
top  of  the  rankings  for  on-time  perfor- 
mance. In  the  fu'st  quarter,  the  airhne 
turned  a  profit  of  .$88  million,  the  fourth 
consecutive  quarter  of  record  results. 
Its  Class  B  stock  was  up  more  than 
600%  last  year,  making  it  the  best  per- 
former on  the  New  York  Stock  Ex- 
change. It  now  trades  at  $56  a  share,  a 
hefty  gain  from  the  $8  (adjusted  for 
warrants)  that  Bondennan  and  tpg  af- 
filiate Air  Partners  paid.  "Obviously,  we 
can't  be  too  unhappy  about  where  we 
are,"  says  Bonderman,  who  is  chaiiTnan 
of  Continental. 

"REMARKABLE."  On  April  22,  Bonder- 
man  and  other  Air  Partners  investors 
announced  that  they  will  sell  off  a  por- 
tion of  their  Continental  position  in  a 
secondaiy  offering,  which  wiU  allow  them 
to  reap  some  of  those  gains.  Bonder- 
man  personally  stands  to  gain  about  $7 
miUion.  Still,  Ail-  Partners  will  be  able  to 
increase  its  voting  power  fi'om  44.6%  to 
52.2%  because  Continental  investor  Air 
Canada  is  cashing  out  much  of  its  stake 
and  converting  A  shares  to  B  shares. 
For  Bonderman,  being  a  contrarian 


comes  naturally.  When  others  zig,  he 
zags.  For  instance,  when  talk  of  health- 
care reform  was  roiling  that  industry, 
Bonderman  gi'abbed  a  stake  in  a  man- 
aged-care company.  "He's  a  remarkable 
dealmaker,"  says  Richard  E.  Rainwater, 
himself  a  legendary  moneymaker 

Continental  isn't  Bonderman's  only 
winner  (table).  TPG's  annual  returns  have 
been  about  35%  to  40%,  says  Richard  G. 
Coffey,  director  for  private  investments 
for  the  Pennsylvania  Pubhc  School  Em- 
ployees' Retirement  System,  which  in- 
vested $25  million  with  TPG  in  April, 
1994.  Returns  for  tpg's  stakes  in  publicly 
traded  companies  range  from  84%  to 
135%.  Only  one  deal,  a  small  investment 
in  a  Mexican  bank,  has  been  a  disap- 
pointment, thanks  to  the  peso's  collapse. 
"We're  pleased  with  what  we've  seen," 
says  John  B.  Fewel  Jr,  senior  equities 
investment  officer  for  the  Oregon  Public 
Employees'  Retirement  Fund,  which  has 
invested  $50  niilhon  with  tpg. 

Another  unusual  featui-e  of  tpg's  style 
is  the  variety  of  its  deals,  ranging  from 
leveraged  buyouts  to  joint  ventures  to 
large  stakes  in  public  companies,  tpg's 
$720  inillion  fimd  is  man-  FLIGHT  CREW 
aged  by  Bonderman  with  n 
three  partners  and  eight  lexas  faciIlC  partners 
other  professionals.  The  (clockwise  from  left) 

size  of  the  stakes  varies,  Bonderman,  Price, 

but  "we  always  insist  on  a  q  ,  ,  p 

modicum  of  control,"  says  '^cniiter,  ana  touiter. 
Bondei-man.  Bonderman's  younger 

Keeping  up  the  deal  colleagues  often  play 

flow,  however,  won't  be  j  ^.^ip^ 
easy.  Thanks  in  part  to  '^^^^^^i^'^^ 
Bondennan's  track  record, 
tpg  faces  more  competition  for  the  deals 
it  likes  to  do.  And  so  far,  the  fb-m's  re- 
tuiTis  are  largely  on  paper.  "In  the  end, 
you  have  to  get  the  cash  back,"  says 
Matthias  B.  Bowman,  managing  director 
at  MeniO  Lynch  &  Co.,  a  TPG  fimch-aiser 
and  investor. 

Bonderman,  53,  a  Harvard-educated 
lawyer  who  once  worked  in  the  Justice 
Dept.'s  Civil  Rights  Division,  fti-st  caught 
investor's'  attention  with  his  track  record 
with  Bass,  whom  he  joined  in  1983. 


SnDif  1)1'  his  (Ical^- 
up  triple-digit  annii 
tums.  "The  man  jit 
tremendous  instinct:' 
Thomas  J.  Ban-ack  r 
other  former  Bas 
Bonderman  was 
player  in  Robert  B;  ■ 
vestments  such  as 
can  Savings  Ban! 
the  largest  recapitai 
of  a  failed  thrift. 
In  late  1992,  Bondennan  stmckn 
his  own.  "It  seemed  like  the  rig 
to  take  off  yom-  clothes  and  juni]  i 
frying  pan,"  says  the  press-shy  b. 
man  in  an  interview  in  his  Wasinif 
(D.  C.)  office.  He  has  an  officeRii 
home  in  Fort  Worth,  but  spendjRi 
ends  at  his  home  in  Washingtr 
his  wife  and  three  young  cl 
Raised  in  Los  Angeles,  he's  kni 
his  love  of  rock-and-roll  and  h 
pled  appearance.  "The  clothes 
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THE  BONDERMAH  EMPIRE 


PUBLICLY  TRADED  DEALS 

TOTAL  INVESTED  CURRENT  VALUE  RETURN* 
DATE                     MILLIONS  OF  DOLLARS 

CONTINENTAL 
AIRLINES 

APR.  1993**  $64.3 

$517.4 

106% 

AMERICA  WEST 
AIRLINES 

AUG.  1994  43.6 

141.2 

108 

DENBURY 
RESOURCES  INC. 

DEC.  1995  40.1 

53.3 

84 

ALLIED  WASTE 
INDUSTRIES 

JAN.  1995  50.2 

113.4 

135 

TOTAL 

$198.2 

$825.3 

105% 

•Annual  rate  of  return 
••Investment  is  held  by  Air  Partners,  a  TPG  affiliate 

PRIVATE  DEALS 

PPOM  OCT.  1994  Buys  50.1%  of  health-care  company. 

BANCO  ALIANZA  NOV.  1994  Invests  $2  mill 

on  in  Mexican 

bank. 

MGM  CINEMAS  JUNE  1995  Buys  chain  with  partners  for 
about  $300  million.  TPG  holds  30%  stake. 

FAVORITE  BRANDS  AUG.  1995  Agrees  to  pay  about  $200  mil- 
lion for  majority  stake  in  Kraft's  confection  unit. 

ST.  JOE  COMMUNICATIONS  SEPT.  1995  Buys  telecom  business 
for  about  $113  million. 

WINE  WORLD  ESTATES  NOV.  1995  Buys  Nestl6's  wine  busi- 
ness for  about  $350  million  with  Silverado  Partners. 

CHATEAU  ST.  JEAN  WINERY  MAR.  1996  Purchases  for  over 
$25  million 


ve,  but  not  well  oT'chestrated,"  says 
c-Continental  executive, 
tnderman's  younger  colleagues  of- 
3lay  the  lead  roles  in  identifying 
executing  tpg's  deals.  James  G. 
;er,  36,  was  recruited  to  the  Robert 

organization  straight  from  Stan- 
University's  business  school,  then 
with  Bonderman  to  form  tpg. 
im  S.  Price,  40,  is  a  former  Bain  & 
onsultant  who  advised  Bonderman 
)me  of  his  Bass  deals.  Coulter  and 

both  have  veto  power  ovei'  new  in- 
fients.  "David's  general  view  is,  if  he 
onvince  me  of  doing  something,  it's 
ti  doing,"  says  Coulter.  Richard  P. 
ter,  43,  a  new  addition,  was  a  part- 
it  Arnold  &  Porter  in  Washington, 
e  Bonderman  was  once  chief  Uti- 
'  in  Braniff  Airways'  bankruptcy, 
le  Continental  deal  shows  off  the 
eam's  sa\^  as  both  financial  engi- 
!  and  hands-on  managers.  In  late 

when  Continental  Lite — a  low-fare. 


DATA:  BUSINESS  WEEK.  TEXAS  PACIFIC  GROUP 

Southwest  Airlines  Co.-style  clone — was 
failing  miserably,  Bonderman  backed  the 
ouster  of  Chief  Executive  Robert  R. 
Ferguson  III  and  his  replacement  by 
Gordon  M.  Bethune,  an  industry  veteran. 
"Generally  speaking,  you  like  to  dance 
vdth  the  girl  that  brung  you,  and  if  you 
can't,  sometimes  you  have  to  shoot  her," 
quips  Bonderman.  tpg  also  pushed  a  re- 
organization that  included  shrinking  Con- 
tinental's fleet  and  dropping  Continental 
Lite,  tpg's  Price  was  at  Continental  al- 
most daily  for  months  helping  to  re- 
structure operations,  while  Schifter  rene- 
gotiated aircraft  leases.  Even  before  the 
crisis,  Bonderman  was  involved  in  the 
details:  Airline  executives  recall  that  af- 
ter he  was  served  a  horrible  meal  on  a 
Continental  flight  to  Mexico,  he  sent  the 
offending  dish  to  headquarters. 

tpg's  other  Chapter  11  airline  deal  also 
looks  like  a  winner.  Backed  by  Continen- 
tal, Mesa  Air  Group  Inc.,  and  FideUty 
Investments,  tpg  brought  America  West 


Airlines  Inc.  out  of  bank- 
iiiptcy  in  August,  1994.-  By 
selling  some  shai-es  in  a  sec- 
ondary offering  in  Febniaiy, 
tpg  gained  $54  million,  more 
than  recouping  its  $4:3.6  mil- 
lion initial  investment.  It  still 
owns  stock  worth  $87.3  mil- 
lion that  translates  to  a  44% 
voting  stake.  "I  think  they 
got  the  airline  cheap,"  says 
Michael  J.  Conway,  former 
CEO  of  America  West,  who 
was  alhed  with  competing 
bidder  Michael  Steinhardt. 
CARAMEL.  With  its  fund 
about  half  invested,  tpg  is 
now  aiming  for  businesses 
it  believes  will  be  strong 
when  the  economy  turns 
down,  such  as  food  and  bev- 
erages and  oil  and  gas.  Last 
August,  tpg  bought  Ki-aft 
Foods  Inc.'s  caramel  and 
mai'shmallow  imit  for  an  es- 
timated $200  million.  And  it 
has  targeted  the  wine  busi- 
ness, where  it  sees  growing 
demand  and  consolidating 
distribution  channels.  With 
Silverado  Partners,  a  Cali- 
fornia investment  gimip,  tpg 
recently  bought  Nestle's 
profitable  wine  business  for 
an  estimated  $350  million. 
It's  already  adding  to  its 
holding  with  a  $25  million- 
plus  deal  to  buy  a  small  Cal- 
ifornia wineiy. 

tpg  hasn't  lost  its  ap- 
petite for  aii'lines.  It  is 
weighing  an  investment  in  a 
low-cost  European  carrier  just  acquired 
by  Richai'd  Branson's  Vii'gin  Group.  Bon- 
derman declined  comment,  but  he  has  al- 
ready done  a  deal  with  Branson.  The 
two  teamed  up,  along  with  real  estate 
investor  Colony  Capital,  to  buy  116 
movie  houses  in  the  Britain-based  mgm 
Cinemas  chain  from  troubled  French 
bank  Credit  Lyonnais  (page  136).  Bon- 
dennan  figiu-es  that  Britain  will  soon  be 
swept  by  the  multiplex  boom. 

Austin  M.  Long  III,  vice  president  of 
private  investments  for  University  of 
Texas  Investment  Management  Co., 
questions  how  long  private  equity  play- 
ers Hke  TPG  can  sustain  their  stellar  re- 
turns with  so  many  institutional  funds 
throwing  in  their  money.  "No  amount 
of  genius  will  make  up  for  a  true  re- 
versal in  the  market  as  a  whole,"  says 
Long.  Until  then,  though,  Bonderman  is 
likely  to  keep  on  flying  high. 

By  Wendy  Zellner  in  Dallas,  with 
Paula  Dwyer  in  London 
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Inside  Wall  Street 


BY  GENE  G.  MARCIAL 

A  BRITISH  MINER 
FOR  PHELPS? 

Although  the  Street  is  split  about 
earnings  prospects  for  Phelps  Dodge 
(PD)  in  1996  and  1997,  the  shares  of 
the  largest  U.  S.  copper  producer  (and 
the  third-biggest  in  the  world)  have 
been  on  quite  a  streak,  hitting  a  52- 
week  high  of  75X  on  Apr.  16. 

"There  are  as  many  bulls  as  bears 
on  Phelps,"  notes  Chuck  Hill,  director 
of  research  at  First  Call,  which  tracks 
analysts'  eaiTiings  projections  and  stock 
recommendations.  The  uncertain  course 

GEHING  ALL  SHINED  UP 


EARHINfiS 
PER  SHARE 

1997  Est, 

$7.41 


PHELPS  DODGE 
STOCK  PRICE 

WEEKLY  CLOSE 


1996  Est. 

$8.80 

1995 

$10.42 

1994 

$5.26 

1993 

$2.66 


APR,  24,  '96 


NOV.  17,  '95 
A  DOLLARS 

DATA:  BLOOMBERG  FINANCIAL  MARKETS,  FIRST  CALL  CORP 

of  copper  prices — and  the  fear  of  a 
possible  glut — ai-e  fueling  disagreement 
about  Phelps.  Some  investors,  however, 
ai"e  quite  sure  why  they  are  buying 
Phelps:  They  sniff  a  takeover. 

These  bulls  are  betting  that  Phelps, 
the  industry's  low-cost  producer,  has 
attracted  the  eye  of  acquisitive  rtz,  a 
Big  Board-listed  British  company,  rtz 
became  the  world's  largest  mining  com- 
pany in  October,  when  it  acquired  cra, 
another  British  mining  outfit. 

Those  betting  on  a  buyout  say 
Phelps  remains  undervalued — worth  95 
to  100  in  a  takeover.  They  think  rtz 
wants  Phelps  because  of  its  more  than 
25%  share  of  the  U.  S.  copper  market. 
Analysts  estimate  that  Phelps  will  pro- 
duce 1.45  biUion  pounds  this  year,  up 
from  1.42  bilUon  last  year.  The  compa- 
ny has  strong  cash  flow.  Its  hoard  at 
yearend:  $609  milhon,  or  $9  a  share. 

They  beheve  rtz  has  sent  feelers  to 
Phelps,  management  for  a  buyout  or 
merger  deal.  This  investor  group  notes 
that  rtz  has  never  engaged  in  an  un- 
friendly acquisition.  "It  has  deep 
enough  pockets  to  do  a  Phelps  Dodge 
acquisition,"  says  a  top  banker  at  a 


major  Wall  Street  investment  house. 

RTZ,  with  a  market  capitalization  of 
$15  bilhon,  had  sales  of  $8.1  billion  last 
year  and  made  about  $1  billion,  or 
$3.69  per  American  depositary  receipt. 
Phelps,  vrith  a  market  cap  of  $4.7  bil- 
hon, had  revenues  of  $4.1  biUion  and 
made  $747  million,  or  $10.42  a  share.  ' 

After  a  buyout,  RTZ  could,  says  the 
investment  banker,  sell  Phelps's  indus- 
trial operations:  Phelps  Dodge  Magnet 
Wire,  whose  products  are  used  in  mo- 
tors, generators,  and  transformers,  and 
Columbian  Chemicals,  which  makes 
carbon  black.  Phelps  is  also  North 
America's  largest  maker  of  steel  wheels 
and  rims  for  trucks  and  buses. 

Last  year,  rtz  acquired  an  11.8% 
stake  in  Freeport-McMoRan  Copper  & 
Gold.  Other  rtz  mining  holdings:  Ken- 
necott,  which  in  Utah  operates  the 
world's  largest  open-pit  copper  mines, 
and  a  30%  stake  in  a  low-cost  copper 
mine  in  Chile. 

Phelps  also  has  interests  in  South 
Africa,  with  a  44%  stake  in  copper, 
lead,  zinc,  and  silver  mines  in  that 
country,  as  well  as  a  16.3%  stake  in 
Southern  Pera  Copper.  Paul  Galloway, 
rtz  investor  relations  officer  in  London, 
says  RTZ  has  a  strict  pohcy  against 
commenting  on  market  speculation  or 
rumors.  Phelps  spokeswoman  Susan 
Suver  says  the  company  doesn't  com- 
ment on  market  rumors. 


TRIGEN'S  STEADY 
STREAM  OF  JUICE 

As  the  electric-utility  industiy  starts 
to  consolidate,  I\igen  Energy  (tgn)  is 
staying  small — and  thriving.  At  this  lit- 
tle-known pi'ovider  of  energy  systems 
to  companies  and  institutions,  "business 
has  been  booming," 
says  CEO  Thomas 
Casten.  Casten 
bought  $1  milhon 
worth  of  the  stock 
in  the  open  market 
at  the  company's  ini- 
tial public  offering  in 
August,  1994,  at  15X. 

Tr'igen's  business 
has  produced  big  re- 
sults: Analysts  see 
earnings  jumping 

  32%  this  year,  to 

$1.15  a  share,  on  sales  of  $236  million. 
And  in  1997,  they  foresee  $1.30  on  $250 
milhon;  in  1998,  $1.70  on  $265  milhon. 
Its  stock  climbed  to  20%  a  share  on  Api-. 
24,  up  from  16  in  mid-November 


CASTEN:  A  boom 
in  electricity 


The  stock  should  hit  30  in  a  year,  ej 
timates  James  Savage,  an  analyst 
the  New  York  investment  farm  Gerar 
Klauer  Mattison.  Trigen,  he  says, 
the  "most  technologically  sophistical 
ed  and  best  capitalized"  independer 
community  heating  and  cooling  con 
pany  in  North  America.  Trigen  pn 
vides  steam  and  hot  and/or  chilled  wi 
ter  to  more  than  1,500  busines 
customers  in  such  cities  as  Chicagi 
Philadelphia,  and  Hilsa.  Last  year, 
signed  up  Coors  Brewery  complex  i 
Golden,  Colo.  Trigen  also  serves  tl 
University  of  Pennsylvania. 

WHAT'S  WHIPPING 
UP  WIND  RIVER 

Ever  heard  of  Wind  River  Systen 
(wind)?  No,  it's  nothing  to  do  wit 
rivers.  This  is  one  technology  compar 
that  Street  analysts  don't  follow.  D- 
spite  that,  its  stock  is  racheting  i 
quite  nicely,  from  24  in  late  Januai 
to  35  on  Apr.  24.  Some  pros  snappir 
up  shares  think  they  could  go  mu( 
higher. 

What's  hot  about  Wind  River?  I 
products  are  catching  fire.  Wind  Rivi 
makes  software  tools  that  let  cu 
tomers — such  as  Ford,  Hitachi,  ar 
Hewlett-Packard — create  software  a: 
plications  on  their  computer  system; 

Its  flagship  product,  VxWorks,  i 
troduced  in  1987,  has  become  the  sta 
dard  in  "embedded"  real-time  system 
says  President  and  ceo  Ronald  Ab( 
mann.  That  has  become  part  of  j 
even  more  sophisticated  product  calk 
Tornado  Development  Environment, 
tool  that  enables  software  develope 
to  create  applications  on  their  wi( 
area  networks,  regardless  of  what  sy 
tem  they  are  operating  on.  One  S; 
Francisco  money  manager  says  Tom 
do  has  allowed  Wind  River  to  pen 
trate  the  Microsoft  Windows  perso 
al-computer-based  market.  Sales 
Windows  users  over  the  past  thn 
months  have  exceeded  Wind  Rivei 
expectations. 

Wind  River  has  alliances  with  su 
semiconductor  companies  as  Siemer 
Intel,  and  Motorola.  "Large  custome 
are  making  strong  commitments 
Wind  River  and  its  new  product  z 
chitecture.  Tornado,"  notes  Pet 
Schleider,  an  analyst  at  Wessels,  Amc 
&  Henderson  who  rates  the  stock 
"aggressive  buy."  He  figures  Wind  m 
make  74(?  a  share  this  year  and 
next,  up  from  52(2  last  year 
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languages,  multiple  networks,  an  endless  stream  of 
ocuments  and  one  GP30F  to  manage  the  whole  operation. 


Customer  is  responsible  for  determining  compatibility  with  their  systems 
and  applications.  Optional  equipment  required,  Novell  and  Netware  are 
registered  trademarks  of  Novell,  Inc.  TRIL  qualified  Token  Ring  products 
are  certified  for  physical  interoperability  in  multi-vendor  environments. 
Post  Script  is  a  trademark  of  Adobe  Systems.  Inc.,  registered  in  the  U.S. 
and  other  countries.  ASMOO  is  a  registered  trademark  of  International 
Business  Machines  Corporation.  ©  1996  Canon  U.S.A..  Inc. 


GP30F  Digital  imaging  System. 

Your  office  may  function  witfi 
multiple  environments,  but  for  document 
management  to  run  at  peak  efficiency, 
it  needs  one  integrated  system: 
The  GP30F  Total  Document 
Management  System  from  Canon. 

The  GP30F  is  built  around  open 
industry  standards,  and  it  connects 
directly  to  numerous  network  environ- 
ments. So  no  matter  how  many  different 
environments  you're  working  with,  anyone 
on  any  network  can  print,  fax,  scan  and 
copy    more    productively,  all 

through  the  same  digital  system.   

I  he  UP30F  also  speaks  your 
printing  language,  whether  you're  using 
PCL,  PostScript,  AFPDS,  SCS  or  all  of 
the  above. 

So  with  the  GP30F  you  don't  have  to 
change  your  whole  environment  to  make 
your  document  pro- 
IK^P  cessing  more  efficient. 
Adobe  PostScript  And  you  don't  have  to 
sacrifice  the  present  for  the  future.  The 
GP30F  will  integrate  seamlessly  with 
whatever  new  technology  you  employ. 

If  your  office  needs  an  integrated 
solution  to  document  management, 
the  GP30F  is  one  system  |,    -  — 
that  can   manage  the  job 
perfectly.  For  more  informa-  ^ 
tion,  call  1-800-OK-CANON  or  visit 
us  at   http://www.usa.canon.com  on 
the  Web. 


Canon 


ve  come  up  with  a 
)le  new  world 
^uage.  It's  got  people 
rywhere  talking. 


The  world's  first  standard  in 
digital  mobile  communications 
goes  by  the  name  of  GSM  - 
Global  System  for  Mobile  Com- 
munications. Deutsche  Telekom 
played  a  key  role  in  its  devel- 
opment. With  GSM,  as  well  as 
ISDN  and  ATM,  we're  laying 
vital  stepping  stones  toward 
the  global  information  infra- 
structure of  the  future. 


Together  with  our  European 
partners,  we  at  Deutsche 
Telekom  have  created  the  GSM 
standard  for  digital  mobile  com- 
munications. It  marks  a  mile- 
stone on  the  road  to  improved 
international  understanding, 
a  landmark  pointing  the  way  to 
guaranteed  quality,  coverage 
and  reliability  of  transmission. 
GSM  is  the  key  to  true  world 
mobile  communications. 

European  initiative  for  the 
digital  future  of  the  world. 

In  only  five  years,  GSM  has 
established  itself  as  the  bench- 
mark, the  world's  mobile  com- 
munications standard.  People 
in  over  80  countries  through- 
out four  continents  already 
depend  on  digital  GSM  mobile 
communications  networks,  and 
the  number  is  constantly  grow- 
ing. What's  more,  working  with 
its  partners,  Deutsche  Telekom 
has  for  the  first  time  opened  the 
way  for  unlimited  mobile  com- 
munications between  Europe 
and  North  America,  translating 
GSM  technology  originally 
masterminded  in  Europe  into  a 
new  global  telecommunica- 
tions language. 


Telecommunications 
"made  in  Germany". 

Another  example  of  Deutsche 
Telekom's  technological 
cutting  edge  are  the  Data  Info- 
bahns.  We  operate  the  most 
closely-woven  fiber-optics  net- 
work in  the  world.  Our  cable 
network  is  also  the  world's 
biggest,  some  1 00,000  km  over- 
all, and  our  ISDN  network  the 
most  extensively  developed. 
Plus  we  were  the  first  to  use 
ATM,  the  new,  more  sophisti- 
cated transmission  system  for 
the  communications  fast  lane. 

You  can  share  in  our  success. 

A  key  player  in  telecommunica- 
tions, Deutsche  Telekom  ranks 
No.  1  in  Europe  and  is  the  No.  2 
network  operator  worldwide. 
And  when  it  comes  to  pushing 
forward,  we're  virtually  second 
to  none  as  a  prime  mover. 
Get  to  know  more  about  our 
multimedia  and  online  services, 
our  smart  networks  and  our 
wealth  of  experience  and  know- 
how  -  backed  by  global  part- 
nerships -  and  you'll  get  a  finer 
feel  for  the  cutting  edge  of 
tomorrow's  technology. 


Europe's  No.  1  in 
telecommunications. 


■■■■■■■■■■■  iTb 


Deutsche 
Telekom 


Entertainment 


GAMING 


VEGAS'  TALLEST 
STRIP  TEASE 

Stratosphere  is  gambling  on  supergimmicks 

To  its  proud 
papas — would-be 
gaming  barons 
Robert  Stupak  and 
Lyle  Berman — all  you 
need  to  know  about 
their  1,149-foot  Sti-ato- 
sphere  tower  is  that  it's 
a  casino,  hotel,  and 
retail  complex.  It's  also 
the  tallest  building 
west  of  the  Mississippi, 
and  it  features  a  sky- 
scraping  amusement 
park  where  patrons  will 
hurtle  through  space 
aboard  a  roller  coaster 
100  stories  high,  or  get 
flung  160  feet  in  the  air 
in  a  harnessed  seat. 
Shares  of  Stratosphere 
Corp.,  the  public  com- 
pany controlled  by  the 
pair,  have  jumped  near- 
ly 60%  in  the  past  four 
months  (chart),  al- 
though the  Strato- 
sphere Tower,  Casino  & 
Hotel  doesn't  open  for 
business  until  Apr.  30. 
"This  is  going  to  be  the 
biggest  thing  to  ever  hit 
Las  Vegas,"  crows 
Stupak.  "How  can  you 
miss  knowing  we're 
around?" 

But  a  few  things 
about  the  Stratosphere 
are  not  so  glamorous. 
For  starters,  the  tower 
is  located  at  the  seedier 
end  of  the  Vegas  Strip, 
miles  away  from  the 
crowds.  The  effective  interest  rate  on 
most  of  its  $244  million  debt  load  is  a 
sobering  20%.  The  cost  of  building 
Stratosphere  ballooned  from  $67  mil- 
lion in  1993  to  $550  million  this  year,  as 
new  attractions  and  features  were 
added,  including  2,500  hotel  rooms,  a 
$35  million  aquarium,  and  a  $6  million, 
70-foot  mechanical  gorilla  that  will 


that  Stupak's  sales  were  made,  in 
to  satisfy  a  $20  million  personal 
Stupak  owes  the  company. 

Stratosphere  execs  think 
tower's  attractions  will  dra' 
crowds  that  will  linger  at  the  ga 
tables,  where  casinos  make  theii 
profits.  In  fact,  they  project  ths 
million  of  Vegas'  30  million  ai 
tourists  will  pay  Stratosphere  a 
The  tower  vrill  draw  visitors,  but 
aren't  so  sure  that  financially  it  w 
a  winner.  "I  just  don't  think 
work,"  says  Saul  F.  Leonard,  a  le 


it 


SCRAPING  BLUE  SK 

Tourists  will  ride 
in  a  mechanized  g> 


ZERO  GRAVITY? 


0  «>«H1M11I  II  lllllllll.il  111!  Ilium 

DEC.  22, '95  APR.22, '! 

A  DOLLARS 

DATA:  BLOOMBERG  FINANCIAL  MARKETS 


To  service  huge  debt, 
Stupak  and  Berman 
bank  on  luring  5.2 
million  visitors  a  year 
to  the  new  casino-at 
the  Strip's  seedy  end 


climb  the  exterior  of  the  tower,  carry- 
ing as  many  as  48  tourists  along  with 
him.  Outside  partners  are  picking  up 
$90  million  of  the  Stratosphere's  .$550 
million  price  tag.  But  key 
Stratosphere  insiders — Stupak  and 
one  other  director — have  filed  to  sell 
sizable  amounts  of  stock  in  the  past 
month.  A  company  spokesman  says 


hotel  consultant  ii 
Angeles.  "I  can' 
the  kind  of  people 
ride  roller  coas 
dropping  a  lot  of  n 
at  the  tables." 
PLANE  HAZARD.  Stl 
phere's  opening  is 
umph  of  will  for  St 
who  ran  twice, 
cessfully,  for  may 
Las  Vegas  and 
owned  the  low 
Vegas  World  casin 
fixated  on  the 
project  in  the 
1980s,  after  s< 
tourists  in  Ausi 
queuing  to  asc( 
tower  in  Sydney. 

Many  things 
wrong  along  the 
Stupak  had  to  ci 
1,825-foot  height 
the  Federal  Avil 
Administration  sal 
tower  would  int(| 
with  air  traffic.  Tl 
fire  at  the  constn 
site  in  1993  forced  1 
cancel  a  public 
offering.  A  pla 
1994  bond  offerin: 
dropped  for  ] 
interest  in  ga 
issues. 

Out  of  money,  S 
turned  to  Berm 
poker  buddy  who  had  made  a  fc 
in  leather  goods  before  starting ' 
Casinos  Inc.,  which  operatesi 
riverside  casinos  in  Mississipf 
four  casinos  on  Native  American 
Thanks  to  Berman,  Grand  mac 
first  of  several  investmens 
Stratosphere.  All  told.  Grand  hi 
in  $107  million  for  a  43%  staket 
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BREITLING 


1884 


FNSI 


ITIMER  COSMONAUTE 

irst  manned  orbital  flights  of  the  early 
will  be  remembered  for  the  intense 
y  between  the  Soviet  Union's  Vostok  pro- 
and  America's  Mercury  space  capsules, 
ay  22  1962,  Scott  Carpenter  roared  into 
aboard  Aurora  7  for  America's  second 
flight.  Strapped  to  his  wrist  was  an 
lal  Breitling  Navitimer  chronograph 
24-hour  dial  to  prevent  any  confusion 
!en  noon  and  midnight,  always  a 
Jility  in  space.  Its  rotating  bezel  with 
e  logarithmic  scale  could  also  effect  a 
y  of  calculations. 

itedly  updated  and  improved  since  then, 
land-wound  mechanical  Cosmonaute 
ograph  remains  a  unique  personal 
ment. 


30-minute  and  12-hour  totalizers. 
Power  reserve  in  excess  of  42  hours. 
24-hour  dial. 

Aviation-type  slide  rule,  also  suitable  for  unit 
and  currency  conversions. 

Case  water-resistant  to  30  m  with  glareproof- 
ed  cambered  sapphire  crystal. 

Steel  case.  Also  available  in  steel  with  rotating 
bezel  in  18K  gold  or  in  solid  18K  gold. 

Available  with  three  types  of  leather  strap 
with  either  tang-type  buckle  or  folding  clasp, 
or  with  Pilot  bracelet. 


AUTHORIZED  BREITLING  ACKNT: 

ALTER  S  GEM  JEWELRY 

795  North  Eleventh 
Beaumont,  TX  77702 


Tel:  (800)  275-9639 

JSTRUMENTS      FOR      PROFESSI  OH  A  L  S 


That  high-pitched  wail  you 
hear  is  the  sound  of  our  com- 
petition screaming.  Because 
inside  our  new  AST  Bravo  is 
the  latest  technology  from 
Intel'  Microsoft'  ATI'  and 
Creative  Labs'.  Not  only  is  it 
the  most  powerful  technology 
you  can  get,  but  AST  gets  it 
to  you  way  before  all  those 
other  guys.  And  now,  the  all- 
new  Bravo  family  starts  at  an 
in  credible  *1 ,250!  You  also 
get  the  personal  sales  and 
support  of  a  reseller  as  well 
as  ASTs  round-the-clock 
support  Sure,  it  may  sound 
like  we're  looking  for  a  fight, 
but  you're  the  one  who's 
going  to  end  up  the  winner. 
Call  800-876-4AST  for  more 
information,  or  visit  us  at 
httpcZ/wMfMcbravOraetcom. 


Bnivo  MS:  Intel  A^OHX  PChet, 
Pen&m*  froccism.  Pipelint  Burs: 
cache.  EDO  RAM  64-Ht  ATI  mach 
64     grafkia.  S}-nckronc>us  graph 
iaMJM,  mtegrcted  16-hit  aitdic. 

Bravo  LCr  Peetiitm  procnson^ 

2)6  KB  f.eccrj-lei>d  cadke, 
EDO  RAM.  ;ntegrated  . 
PCI-haied  graphic!^. 


r 


Okay.  Dell,  Compaq*  and  HP.' 

Starting  today,  it's 
a  whole  new  ball  game. 


1 

COMPUTER  I 


Fertiurr  processor  togo  is  a  vaaerrsn  of  intel  Corporation,  Ail  iDther  product  or  company  names  are  the  property  of  their  respective  c 


Sports  Business 


man,  who  holds  a  12%  stake  in  Grand 
and  a  1%  stake  in  Stratosphere, 
serves  as  chief  executive  of  both 
companies. 

Barman  seems  unconcerned  about 
the  risk  to  Grand  should  Strato- 
sphere's financial  performance  not 
meet  expectations.  Grand  is  picking 
up  the  tab  for  the  tovi^er-climbing 
gorilla.  And  it  guaranteed  Strato- 
sphere mortgage-holders,  who  get  to 
skim  off  10.8%  of  the  complex's  cash 
^ow  in  addition  to  the  high  interest 
rate,  that  it  would  pay  up  to  $60  mil- 
lion if  the  Stratosphere  didn't  gener- 
ate at  least  $50  million  in  cash  flow  for 
the  first  three  years.  "We've  bet  the 
company  several  times  in  the  past," 
says  Berman,  who  last  month  sold 
nearly  20%  of  his  Grand  stock.  This 
time  around,  "we're  putting  this  tower 
where  a  wide  group  of  tourists  all 
have  one  thing  in  common:  They  like  to 
gamble." 

Increasingly,  Berman  has  been  call- 
ing the  shots  at  the  Stratosphere.  Last 
year,  Stupak  crashed  his  motorcycle 
and  was  in  a  coma  for  weeks.  The  53- 
year-old  has  undergone  frequent  plas- 
tic surgery,  though  he  recovered  well 
enough  to  fork  over  $100,000  of  his 
own  money  for  two  minutes  of  playing 
time  with  the  Harlem  Globetrotters 
in  February.  He  remains  Strato- 
sphere's chairman  and  retains  about  a 
16%  stake. 

WEDDING  CHAPELS.  Now  that 
Stratosphere  is  built,  will  the  throngs 
materialize?  To  make  its  steep  debt 
payments  and  cover  its  operating 
costs.  Stratosphere  has  told  investors 
that  more  than  14,000  people  a  day 
will  pay  an  average  of  $5.35  to  take 
the  elevator  ride  to  the  tower's  top.  It 
figures  that  53  couples  daily  will  pay 
an  average  of  $350  to  get  married  in 
one  of  its  three  sky-high  wedding 
chapels.  If  it  meets  all  those  expecta- 
tions, the  company  says  it  will  gener- 
ate $244  million  in  revenues  and  $81 
million  in  operating  cash  flow  for  its 
first  full  year  of  operation.  Those 
numbers  are  better  than  Circus 
Circus  Enterprises  Inc.'s  casino, 
which  is  better  located  and  has  long 
been  among  Vegas'  most  profitable 
casinos. 

Stratosphere's  promoters  are  certain 
that  the  casino's  sheer  size  and 
bizarreness  will  be  its  salvation.  "You 
can  see  this  tower  from  the  moment 
you  hit  town,  whether  it's  from  the  air- 
port or  car,"  notes  Stratosphere  Presi- 
dent David  R.  Wirshing,  a  veteran  casi- 
no manager.  No  doubt.  But  will  tourists 
drop  enough  cash  to  make  Vegas' 
tallest  gamble  pay  off? 

By  Ronald  Grover  in  Las  Vegas,  with 
Dale  Kurschner  in  Minneapolis 


BASKETBALL 


FALLASHA  ERWIN 
IN  YOUR  FACE 

Is  the  toughest-talking  agent  in  pro  basketball  too  tou'  ' 


CHRIS  WEBBER'S  ONE  AND  ONLY:  Lawyer,  agent,  tax  guru,  and  manager 


Imagine  this.  You're  20  years  old,  not 
long  out  of  the  'hood  in  Detroit, 
you've  barely  ever  balanced  a  check- 
book, and  the  NBA  is  recruiting  you. 
Who  you  gonna  call? 

For  many  world-class  athletes,  decid- 
ing whom  to  tiTJst  when  they  are  on 
the  verge  of  the  big  time  can  be  ex- 
cinciating.  Most  sign  up  with  powerful 
independent  agents  or  big  sports-man- 
agement outfits — strangers  who  provide 
them  with  a  battery  of  lawyers,  ac- 
countants, financial  planners,  and  en- 
dorsement gurus.  But  Chris  Webber, 
power  forward  for  the  Washington  Bul- 
lets, looked  homeward. 

The  man  he  turned  to  was  a  Detroit 
lawyer  and  CPA  named  L.  Fallasha  Er- 
win,  known  to  Webber  because  of  Er- 
win's  longtime  romantic  relationship 
with  Webber's  aunt.  In  the  three  years 


that  he  has  represented  Webber, 
has  become  controversial  in  thf 
Many  say  he's  a  hot-tempered 
of-his-depth  amateur  who  is  hi 
his  client's  interests.  As  Erwin  t( 
he's  a  damn-the-rules  agent  un 
to  play  rough  to  get  wha 
wants.  What's  clear  is  that  Erwi 
rubbed  the  basketball  Establisl 
the  wrong  way. 

Er-win  is  an  anomaly:  Few  big-l 
players  have  a  single  adviser  wh(»j 
once  lawyer,  CPA,  tax  guru,  agen 
business  manager  And  in  a  world 
the  workers  are  mostly  black  ari 
management  white,  Erwin  stand 
as  an  African  American  who  car 
the  hard  way.  The  son  of  a  fi 
worker,  Ei-wdn  put  himself  throug 
and  business  school  at  the  Univ 
of  Michigan.  Later,  he  worked 
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MAV'i 


CHASE 


E  Chase  Corporate  Challenge® 
Twenty  Years  and 
Growing  Strong. 


The  Chase  (Corporate  Challenge"  formerly  the  Chemical  Bank  Cnrpuratt  Challenge' 


The  largest  race  ot  its  kind  -  the 
Chase  Corporate  Challenge® 
(formerly  the  Chemical  Bank 
Corporate  Challenge®)  celebrates  its 
twentieth  year  in  1996.  This  3.5  mile 
race  annually  draws  over  1 3 1 ,000  run- 
ners from  nearly  6,000  companies  in 

cities  around  the  world. 
» 

^     [      CHASE  ~ 

:o2i<iii,sav-j  CORPORATE 


m 


Challenge* 


The  Corporate  (challenge  is  open  to 
employees  of  corporations,  businesses 
and  financial  institutions.  Teams 
compete  in  the  men's,  women's  and 
coed  divisions. 

Stay  Fit.  Have  Fun.  Run.  The 
Corporate  Challenge.  For  entiy  infor- 
mation, write  or  fax:  Event  Marketing, 
Chemical  Bank,  140  East  45th  Street, 
16th  Floor,  New  York,  NY  10017. 
Fax:  (212)  557-3799. 


1996  SCHEDULE  OF  EVENTS 

May  9 

New  York  City  #1 

June  25  Long  Island,  NY 

July  23    Stamford,  CT 

August  7 

San  Francisco,  CA 

May  23 

Albany,  NY 

June  26   New  York  City  #2 

July  24    New  York  City  #3 

August  13 

Paramus,  NJ 

June  6 

Liberty  State  Park,  NJ 

June  27   Buffalo,  NY 

July  25    Boston,  MA 

September  12  Atlanta,  GA* 

June  13 

Rochester,  NY 

July  10    London,  England 

July  30    Syracuse,  NY 

October  5 

New  York  City 

June  19 

Frankfurt,  Germany 

July  18    Morristown,  NJ 

August  1  Chicago,  IL 

Championship 
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Sports  Business 


Coopers  &  Lybrand  tax  specialist. 

Intent  on  examining  the  business  of 
being  a  superstar  athlete,  business 
WEEK  late  last  year  approached  the  NBA. 
League  officials  suggested  Webber  and 
provided  an  introduc- 
tion to  Erwin,  who 
eventually  discussed 
his  plans  for  Webber 
during  six  horn's  of  in- 
terviews. Erwin  now 
contends  some  of  the 
information  included 
here  was  given  off  the 
record,  which  busi- 
ness WEEK  denies. 

Darting  through 
traffic  at  70-plus  mph 
on  a  congested  De- 
troit interstate,  Erwin 
whips  by  startled 
drivers  as  he  divulges 
details  of  his  grand 
plan  for  running  Web- 
ber's financial  empire.  "I've  set  up  this 
company  to  create  jobs  for  Chris's  fam- 
ily out  of  Chris's  earnings,"  Erwin 
screams  as  he  swerves  back  into  the 
fast  lane.  "We're  not  just  giving  them 
money.  It  gets  around  iRS  rules.  That's 
the  beauty  of  it." 

FAIR  PAY.  The  centerpiece  of  this  em- 
pire is  the  fourth-largest  contract  in 
NBA  history:  $57  miUion  over  six  years. 
Erwin  and  veteran  basketball  agent 
William  Strickland  of  img,  who  was  en- 
listed only  to  help  do  the  deal,  negoti- 
ated the  contract  for  Webber  in  late 
1995.  Several  sources  familiar  with  the 
negotiations  say  Strickland  was  primar- 
ily responsible.  Strickland  declined  com- 
ment. Still,  El-win's  share  of  the  one- 
time commission  on  Webber's  salary 
totaled  close  to  $1  miUion.  Certainly  a 
fair  payday  for  helping  close  such  a  deal. 
Beyond  that,  business  week  estimates 
that  Ei-win  earns  in  excess  of  $100,000  a 
year  for  handhng  Webber's  business  af- 
fairs. But  one  common  criticism  of  Er- 
win is  that  his  get-out-of-my-way  driv- 
ing style  extends  to  his  professional 
relations  and  is  costing  the  affable  Web- 
ber big  money  in  endorsement  contracts. 

Erwin  says  Webber  earned  around 
$1  milUon  last  year  in  endorsement  in- 
come from  deals  with  Nike,  Mid-Atlantic 
Coca-Cola  Bottling  Co.,  and  Logo- 
Athletic.  But  other  young  nba  stars 
deemed  by  sports  marketers  to  be  of 
Webber's  stature  rake  in  far  more.  The 
Pistons'  Grant  Hill  and  76er  rookie  Jer- 
ry Stackhouse,  for  instance,  also  play 
for  so-so  teams,  yet  each  eanis  an  esti- 
mated $4  milhon  to  $5  million  a  year 
off  court.  "Clearly,  Webber  is  undei^val- 
ued,"  opines  Jed  Pearsall,  president  of 


The 
Bullets' 
power 
forward 
could  be 
losing  off-court  deals 
because  of  his  man- 
ager's abrasiveness 


Performance  Reseai'ch,  a  Newport  (R.  I.) 
sports  consultant.  "But  when  you're  sell- 
ing a  one-man  product,  as  with  Web- 
ber's agent,  you've  got  less  leverage  and 
have  to  take  what's  offered." 

That's  part  of  the 
problem,  but  numer- 
ous sports  marketers 
blame  Ei-win's  inexpe- 
rience and  abrasive- 
ness for  his  failure 
to  close  more  deals. 
"Fallasha  is  not  an 
agreeable  sort,"  says 
Thomas  Carmody, 
who  in  his  role  as  se- 
nior vice-president  for 
strategic  projects  at 
Reebok  International 
Ltd.,  has  dealt  with 
Erwin.  "No  one  wants 
to  work  with  Fal- 
lasha," maintains  a 
Bullets  official,  "so 
how  can  Chris  get  more  deals?" 

Two  sources  close  to  the  team  confirm 
that  in  January,  Ei-win  aUenated  man- 
agement by  chewing  it  out  for  not  push- 
ing hard  enough  to  get  Webber  on  the 
All-Star  team — though  he  played  in  only 
15  games  before  submitting  to  season- 
ending  shoulder  surgery.  And  early  in 
the  1993-94  season,  Nike  ceo  Phil  Knight 
was  so  turned  off  by  Erwin's  style  after  a 
meeting  at  the  company's  Portland  head- 
quailers  that  he  walked  out  and  initially 
refused  to  work  with  him,  say  two 
sources  familial*  with  the  talks.  The  Bul- 
lets, Erwin,  and 
Knight,  through  a 
spokesman,  declined 
public  comment. 

Is  Erwin  doing  a 
solid  job  of  managing 
Webber's  finances? 
business  week  enlist- 
ed a  panel  of  experts 
to  assess  a  financial 
plan  for  an  unidenti- 
fied young  athlete. 
The  plan — and  the 
client's  personal  re- 
lationship with  his 
manager — mirrored 
Webber's.  The  seven 
financial  planners 
unanimously  conclud- 
ed that  the  stiTictui'e  was  flawed,  though 
its  stated  goals  got  a  thumbs-up:  Live 
off  endorsement  income,  invest  the  fully 
guaranteed  nba  salary,  look  after  the 
player's  family,  and  retire  comfortably. 

Several  planners  were  concerned  about 
Erwin's  involvement  with  Webber's  aunt 
and  Erwin's  power:  "This  is  an  awful  lot 
of  control  to  give  to  one  person  without 


Webber's 
aunt 
Charlene 
Johnson 
is  Erwin's 
girlfriend  and  the 
administrator  of 
Webber's  charities 


independent  checks  and  balance 
certified  financial  planner  Ross  i 
Accredited  Investors  in  Minnea}^  i 
Also  troubling  to  the  panel  Ms 
complex  corporate  structure  oi; 
ber's  empire.  Erwin  has  set  ufi 
C  corporations — taxable  entitiejj 
rate  from  their  shareholders — )l 
die  Webber's  endorsement  inco 
other  businesses  and  to  shift  in^ 
Webbei*'s  family.  One  of  these, 
Corp.,  employs  Webber's  family 
ties  like  handling  fan  mail.  Thi^ 
likely  send  a  red  flag  to  the  I 
Revenue  Service,  says  former  IR  'j 
missioner  Donald  Alexander,  now 
ner  at  Akin  Gump  in  Washingtfi 
win's  decision  to  set  up  tm 
corporations  made  little  sense 
elists,  since  a  C  corporation  ma 
double  taxation  and  each  additii 
has  added  costs. 

Also  of  concern:  two  corporal 
up  for  Webber's  charities  and  ;i 
tered  for  a  fee  by  his  aunt  ( 
Johnson.  Panelists  wanted  to 
Why  two,  when  two  cost  more 
Siman  of  Executive  Financial  S 
in  Spring  House,  Pa.,  was  uii 
their  value  "other  than  gettiii 
tional  income  to  the  aunt."  Er^ 
clined  comment. 
GOOD  MARKS.  Still,  Webber  is  n . 
bundle  and  appears  to  be  savin 
Erwin  got  good  marks  for  set 
an  irrevocable  insurance  trust  an( 
conservative  investment  philoso] 
win  declined  to  release  specifics 

the  NBA  salary  at 
vested  but  intal 
that  the  portfol 
tained  tax-free 
bonds,  mutual 
and  growth  sto 
For  his  part 
ber— who  dre; 
owning  a  bank 
tel — trusts  Erw 
is  comfortable 
ing  with  him.  \^ 
who  left  Ann 
after  his  soph 
year  to  turn  ] 
1993,  is  young  a 
pressionable — ^bi 
no  fool.  "It's  a  i 
of  who  you  trui 
says.  "Fallasha  needs  me  more 
need  him."  That  may  be  true,  1: 
one  denies  Erwin  cares  about  Wei 
perhaps  too  fiercely.  "I  wonder  if 
body  in  the  nba  is  out  to  get  me,-^ 
Erwin.  Maybe.  The  nba  runs 
ship,  and  Fallasha  Erwin  could  !» 
ing  it  a  little  too  much. 

By  Willy  Stem  in  Lf\ 
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formation  Processing 


WARE 


ILICON 

DNTINENT 

pe  is  finally  getting  its  software  act  together 


;aid  German  bankers  probably 
wouldn't  think  much  of  Black  Sun 
[nteractive's  coiporate  cultiu'e.  At 
;he  software  startup's  Munich 
laiters,  artists  have  nailed  aitifi- 
ints  to  the  wall  "to  create  a  feel- 
surrealism,"  says  its  exuberant 
iecutive,  Franz  W.  Buchenberger. 
>ize  puppet  named  Jeff  sits  in  the 
^nce  room,  ready  "to  take  the 
for  bad  decisions."  Workers  listen 
isic  downloaded 
:he  Internet  and 
lidnight  powwows 
company's  online 
3om,  donning  vir- 
identities  called 
;,  so  Buchenberger 
r  quite  sure  who's 
ng  to  him.  "We 
ake  ourselves  too 
;ly,"  he  says  with 
1.  "But  we're  seri- 
3ut  our  business." 
henberger,  36, 

L  COMPANY 

ch's  Black 
)rogrammers 
nannequins 
iir  onscreen 
icters 

t  worry  about  whether  German 
s  approve.  Black  Sun  is  among  a 
'op  of  European  software  start- 
it  is  finding  a  market — and  mon- 
the  U.S.  Wlien  Black  Sun  need- 
ling to  complete  development  of 
jate,  a  three-dimensional  brows- 
?ram  for  the  World  Wide  Web, 
-based  CMG@Ventures  ponied 
million  in  venture  capital.  Ira 
t'sky,  Internet-industry  analyst 
?a  Information  Group  in  Santa 
Cahf.,  calls  Black  Sun  the 
•  in  its  area." 

new  companies — building  prod- 
'  eveiything  fi-om  phone-billing  to 


3-D  graphics — hope  to  match  the  phe- 
nomenal success  of  Germany's  sap  and 
Baan,  based  in  the  Netherlands.  These 
companies  ai'e  the  world  leaders  in  soft- 
ware that  integi'ates  computer  systems 
across  large  corporations,  sap  has  be- 
come the  world's  fifth-largest  software 
company,  with  revenues  of  $1.8  billion 
last  year.  Baan  should  see  sales  jump 
62.3%,  to  $350  million,  this  year — some 
$80  million  of  it  from  U.S.-based  cus- 


Suddenly,  the  conditions  look  right 
for  Europe's  software  startups  to  pros- 
per. The  influx  of  foreign  capital  is  a 
key  factor.  The  emergence  of  net- 
worked computing  and  the  rise  of  the 
Internet  also  help.  They  have  created 
demand  for  new  types  of  software  and 
have  lowered  the  barriers  to  entering 
the  software  business.  On  the  Net,  for 
instance,  you  don't  have  to  get  shelf 
space  in  software  stores.  So  garage- 
shop  entrepreneurs  can  get  hot  prod- 
ucts to  market — whether  they're  in 
Bordeaux  or  Silicon  Valley.  "The 
chances  of  finding  the  next  Netscape  in 
Eiu'ope  are  just  as  high  as  in  Boston  or 
Cupertino,"  says  Cristina  M.  Morgan, 
managing  director  at  Hambrecht  & 
Quist  in  San  Francisco. 
"BLEEDING  EDGE."  The  Net  also  gives 
fledgUng  companies  a  quick  way  to  gath- 
er up-to-the-minute  market  intelligence. 
Before  Black  Sun  launched  CyberGate 
in  Febinaiy,  1996,  foimders  spent  weeks 
on  the  Net  figuring  out  what  rivals 


tomers  such  as  Boeing  Co.  and  Ford 
Motor  Co. 

In  France,  startups  are  challenging 
Steven  P.  Jobs's  NexT  Computer  Inc.  in 
object-oriented  progi-amming.  Britain  ex- 
cels in  3-D  graphics,  used  in  computer 
games,  scientific  modeling,  and  viitual-re- 
ality  applications.  Popular  games  such 
as  Mortal  Kombat  and  Donkey  Kong 
Coimtiy  got  then-  starts  in  British  bou- 
tiques that  have  been  acquired  by  U.S. 
and  Japanese  softwai'e  companies.  "We're 
seeing  some  veiy  strong  companies  with 
fresh  ideas  coming  out  of  Em'ope,"  says 
Thierry  Costa,  international  program 
manager  at  Hewlett-Packard  Co. 


were  doing,  to  make  sure  their  tech- 
nology was  "bleeding  edge."  Says 
Cowen  &  Co.  analyst  Brian  Skiba  in 
Boston:  "Bari'iers  to  innovation  around 
the  globe  are  falling." 

The  upstarts  aren't  big  enough  to  al- 
ter the  pecking  order  in  most  areas  of 
softwai-e — yet.  American  companies  still 
supply  three-quarters  of  the  $100  bil- 
lion packaged-software  market.  Eui'ope- 
based  companies  make  up  about  18%, 
according  to  International  Data  Corp. 
(IDC)  in  Framingham,  Mass.  With  thou- 
sands of  new  software  companies, 
though,  "Europe  will  slowly  start  to 
gain  market  share,"  predicts  Anthony 
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Business  Opportunities 


How  to 
properly  slice 
a  bagel. 

And  other  things  to  know 
before  opening  a  bagel  shop 
Our  Total  Success  Program 
IS  your  guarantee  for  a 

successful  bagel  business 
Call  for  info  and  free  video: 
1  800-878-4070  Dept.  B 

Empire  E 

Bakery  Equipment  Inc. 


$80  For  Two  Aspirin? 


Over  90%  of  all  hospital, 
medical  and  health  insurance 
company  bills  contain  substan- 
tial mistakes.  Recover  over- 
charges for  patients  and  make 
half  as  your  fee.  Clients  are 
everywhere.  Make  a  substantial 
doctor's  income  in  the  perfect 
home  based  business.  Affiliates 
being  established  nationwide. 
$10,000  investment  required. 
Call  tvledical  Recovery  Service, 
Inc.,  for  full  information. 
(800)  700-7089  or  (702)  471  -1 280. 


INCORPORATE 

IN  ANY  STATE  BY  PHONE  OR  FAX 

SpKlillzing  In  Dtliwire  Corpontlons  i  LLC's. 


CONSULTANTS  WANTED! 


For  the  explosive  growth  in  ISO  9000 
We  train  you  to  run  your  own  practice. 

Management  experience  required 
Executive  income,  Professional  career 

S  l  KIDIiR  INTERNAHONAL 
1-800-891-6629 


'...MAKE  SIX-FIGURE 
INCOME  WORKING 
AT  HOME."  Money  3/96 


Ranked  by  Money  magazine 
among  the  top  10  home  busi- 
nesses with  best  growth  and 
highest  income  potential.  Spe- 
cialized business  consulting. 
$13,000  start-up  capital  required. 
Call  Mon-Fri  9am -5:30pm  ,  CST. 

(800)  660-0330 


$450,000  This  Year 
From  Home 


Break  free  New  j^ound  floor 
opportunity  yields  $10K  (.5007f  ROIl 

in  4-6  weeks,  six  figure  income  for 
'96.  No  travel,  no  meetings,  no  MLM. 
Call  1-800-432-0018  Ext.  2776 
today  for  free  2  minute  message- 
Freedom  Associates 


plus 

state  fees 


ffimC/i  800-318-7407 
^^IZll^^  FM  302-652-6760 
hnp://www.corpco.coin 


INCORPORATION 


•  FREE  Inliinnalion 

•  All  30  Slates  and  Offshore 

•  Relutble  Service  ;uxi  Low  Pnces 

Corporate  Creations® 
800-672-9110  •  305-672-0686 

http://wwvv,LcMpca'atii)ns.eoni/cc/ 
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Education/Instruction 


Accredited  MBA  and  MS  Degrees 
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ISIM  ..llris 


An  advanced  degree  program 
named  #1  by  the  U.S.  Distance 
Learning  Association 

No  residency  requirement 


The  flexibility  of  guided, 
self-paced  study  programs 

Credit  transfers 

A  worldwide  student  body 
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Internet  Services 


rHow  to  promote 
I  your  business^ 
I  on  the^ 


24  Houl 
HKOrded  Message  I 


(800)641-61081 

Association  of  Internet  Usersj 


WE  CAN  PUT  YOU 

ON  THE  INTERNET 


Web  Page  Design  &  Development 

•  PrDgrjmmins  IHT.ML,  C(jI,J.ivj1 

•  PeiMinal  Iniernei  Address 

•  Your  Compuleror  Ours 

Free  (iinsiiliaiion  S  .S.impic  Home  Pa^e 


iNet/AVeb  Solutions,  Inc. 
213/851-6400 

E-Mail:  Inf0@iNetWeT3Inc.com 


Investment  Services 


PROTECT 
YOUR  PROFITS! 
Here's  how.  Read  the 
Agressive  Investor 

Three  months  $55 
One  year  $195 

The  Agressive  Investor 

P.O.  Box  4011 
Ceritos,  Ca.  90703-401 1 


Education/Instruction 


ACCREDITED  B  S.MS  8MBA 
Business  Adminislfation  Finance 
Accounting,  MIS,  Health  Care  Admin 
Environmental  Science  Psychology 

"  CHADWICK 

Approved  by       i .  ^  i  \  i    s  1 1  > 
major  companies  jfT|  ^' ' 
Free  catalog;  ™' 
1-800-767CHAD 


MBA  BY  Distance  Learning 

Maioi  British  umveislty  niters  accredited  MBA  nr, 
Bachelor's  or  GIvlAT  needed  Chosen  hy  Economist 
Intelligence  Unit  as  one  ot  world's  best  IvlBA  programs 

HERIOT-WAn  UtJIVERSITY  I  (800)  MBA-0707 
North  American  Distributor  1  "»  Ask  tor  ext  20 
6921  Stocldon  St,  Suite  2.  El  Cerrito.  CA  94530 
For  Immediate  FaxBacIc  literature:  from  your 
lax  machine's  phone,  call  (510)  486-8900. 


INTERN 
WEB  PAGES 


•  Advenlse  your  Company/P 

•  Small  business  starter  paclu 

•  Hosting  /  development 

•  Only  $  30/month 
800-932-8802     Email  info  @  x 
 URL  http  //  www  xm  con 


WEB  PAGE  , 
HOSTING/CREATll 

Own  Horn-?  Page  On  WW 
Only  $9.95/month  | 

No  Set-Up  Fee 
Starnet  Universe 
800-714-4529 
http://www.staruni.coi 


Telecommunication 


FAX  BROADCAST! 


.12-,17  Per  Minute 
No  monthly  minimum 


24  hour 
No  set 


800-869-21  ^ 
310-575-51 

(24  hour  fax-on-c 


Education/lnstructic 


INVEST  INYO 


Yuur  VALUE  is  What  You  Kno 
Approved  BS's  and  Masters  in  Businti-. 
E-,ngineenng  Through  Distance  Leai 


CNU 


I6';(:w  Panlienia  Slreel,  Nnrth  Hillv,  CA 

For  C  atalog  Call  1-800-782-2 
Web  Site:  http:  //www.cnuas 


VIDE 


EXTERNAL  DEGRE 

BA,'BS  IVIS/MBA  PhD/J 
I  Credit  tor  work  /lite  exp  •  Acer 
(800)  444-8569  (24  hrs 
LaSaLLE  UNIVERSr 
I  Dept.  569  Mandeville.  LA  70471 


Approved  Sell  Paced  Home! 
Associate  Bachelors  Masters  ij 
Emptiasis  in  Business  Admin.  PublH 
Health  Care  Admin,  Human  Re!l 
Frnance.  Infl  Business.  Tech  Mgil 
Paralegal,  Psychology,  Computer ' 
1-800/477-2254  (24  hrs 
Southern  California  Univii 
for  Professional  Studii' 
1840  E.  17  St-BW,  Santa  Ana.  Ci' 
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notioiVDisplay  Products 


iture  Displays 

LARGEST  SELECTION 
IN  THE  COUNTRY 


91^ 


nunications  Services 


ISTANCE  BLOWOUT! 

mestic  5.3(Z  -  13c 
nternational  Rate".! 
er  Rates  Available! 
Cards  In  Wholesale! 
ness  accounts  only! 
!12/631-7558  (Office) 
9-0079  (Leave  msg) 


LOWEST 

[G  DISTANCE 

iteed  Savings  Of  At 
east  10%  Over 
ir  Current  Rate 
ave  10%-40% 
00-342-1188 


MUM 


lesInTheCouniry! 


r  Next  Conference  Call  By  Calling 


)-787-MEET 

p://wwweagle.net  


munications  Products 


LL   U    L   A  R 

lion's  Leading 
■  Phone  and 
)ry  Supplier 
Prices 

toy  Shipping  i 


DAY  FOR  A 
ATALOG! 


ERICSSON  g| 


Sports  Equipment 


Cheat 
At  Tennis 


I TKNMS  1 1  r()k|  Your  Own 
^^aaMPB  Portable 
|^S|^B>*P  Tennis  Ball 
^^^^^PP  Machine 

1-800-448-8867 

for  FREE  brochure 


Culinary  Tools 


Savings  from 
PROFESStONAL  CUTLERY  DIRECT 


The  Wuslhol-TridenI 
GRAND  PRIX  6  "Cook 
S?2  $46.50 


/  \\        FREE  catalog. 

^         ^»       Incfiihhte  seleclion 


Professional  Cutlery  Direct 
(800)  859-6994,  Dept.  BW65 

email  BW55@p-c-d  t-um 


Corporate  Gifts 


Lago  Tattoos  ! 


1000  Temporary  Tattoos  with  your  Logo, 
Just  $189.00!!! 
or  2000  Tattoos,  Just  $299.00!! 

plus  57  00  SSH  (CA  add  7  25%  sales  lax| 

Customized!  Full  Color!  2"  X  2"! 


Send  your  sized,  color  logo,  or  artwork .  along  wilti 
a  check,  company  P.O.  or  Visa  /  MC  «  to: 


Calico  Temporary  Tattoos 
315  Plantation  Way  •  Vacaville,  Ca  95687 
Tel:  707/448-7072  •  Fax:  707/446-8273 
Allow  4-6  wee.Ks.forcle.llvery  , 


Art/Collectibles 


Elegantly  Framed  Reproductions  on  Canvas 

of  Museum  Masterpieces. 
..    Affordably  Priced.  FRJEE^alog.  ;  . 


1-800-2-CANVAS  Dept.  843 

1-800-222-6827  Dept.  843 

Drawer  D-843.  Somersville,  CT  06072 
Fax:  1-800-437-3FAX  eMail:  DeNunzioCo.aol 


Menswear/Fashion 


MEN*S  WIDE  SHOES 

EEE-EEEEEE,  SIZES  5-13 

%A  quality  *  150  styles  •  Free  catalog 


HITCHCOCK  SHOES,  INC. 

Dept.  55E  Hingham,  MA  02043 
1-800-9g2-WIDE 


Corporate  Gifts 


Corporate  Gifts 


Find  over 
lOOOproducte 
VoucanimprmV 

on  the 
\Norid>NWe 
\Neb. 


PROMOMART 

http://www.promomart.com 


Enter  to  win 
M.OOO  in  FREE 
ad  specialties, 
I  too! 


Promote  your  business 

AND  IfVIAGE 

V  Corpofote  giveaways,  [ecognition  gifts 

V  Custom  engiaved  mugs,  glasses  &  trays 
T  Award  plaques,  signs,  and  name  tags 

-!-  Self-  Inking  rubber  stamps 
c,>f.,rcr{.f    (800)  545-1132 

http:/'/ww'.v,webs!C)Tflcomi-s'amps 


Promote  Your  Business 
Use  Quality  Logo  Items 

Coffee  Mugs 

$  .96 

Tee  Shirts  ■  100%  Cotton 

$  3.76  ea. 

Polo  Shirts  -  Embroidered 

13.50  ea. 

Brushed  Cotton  Caps 

3  15  ea 

tVlouse  Pads 

2.00  ea 

3M  Post-it  Note  Pads 

.40  ea. 

Travel  Mugs 

1.94  ea. 

Golf  Balls 

18.91  doz. 

l-dsl.  Dfpen.labit-  .Srmcc  lo  Cnnip,, 

mn  Worlilw.Jf 

Call  CREATIVE  INFLUENCE! 

800  722-IDEA  (4332) 

Visit  our  Web  site  to  browse  o 

ur  catalogs. 

http://www.logoinall.< 

:oin/ci 

Corporate  Gifts 


PROMO  DEPOT 

DISCOUNT  PROMO"  MERCHANDISE 


IMPRINTED 
PORCELAIN 
MUGS 


YOUR 

LOGO  AS  LOW  as 

HER  99 


^  ^^^AS  LOW  AS  ■ 

EACH  m 
^^^^^Qly     2500  .^B 


1  (800)  870-3050 

FAX:  (510)781-3905  •  FREE  BROCHURE 


OWN  IT  EVEN  IF  YOU  DON'T  DRIVE  AT  INDY! 


The  F-1  Racing  Chronograph:  si.x 
hands,  lour  dials,  twin  push  buttons, 
date  window,  mineial  lens,  rolatinsz 
be/el,  split  second  and  elapsetT 
time,  stainless  steel  band,  preci- 
sion VD57  qiiailz  movement 
made  by  SEIKO  Coip.  This  at- 
tention-izetter  not  available  any- 
where else.  Money  back  gULuan- 
teeand  wiuranty.  $250  value.  Only 

$129  -I-  .$4s&H  SAME  DAY  SHIPPING. 
RACING  GROUP  1  -  2 70 N  Canon  Dr 


Dcpi  #  1 4i:i2-BW5.  Beveiiy  Hills  CA  902 1 0 


FOR  AD  RATES  AND  INFORMATION 

PHONE:  (312)  464-0500 
FAX:  (312)  464-0512  OR  WRITE: 


BusinessWeek 


Marketplace 


BUSINESSWEEK  MARKETPLACE 
500  NORTH  MICHIGAN  AVENUE,  SUITE  201 
CHICAGO.  IL  60611 


Computer  Services 


IMAGERS. 

Digital  Output  &  Production  Center 
Overnight  Services 


^,\n^only^/,atyo,nee(i-- 


DigitalA-Color  Printing! 

•  Brochures.Product  Literature, 

•  Business  Cards  &  Newsletters..: 


■  Print  1  1000    short  run! 

■  24  48  hour  service        rush  also 

■  Expert  Customer  Support  Team 


OutpufProduction^Design 


jWEB  Sites«Slides»Posters| 


800-672-7031  •404-351-5800 

1575  Northside  Dr.  Suite  490  Atlanta  30318 


www.imaqers.com 


Computer  Equipment 


HEWLETT-PACKARD 

Buy-Sell-Trade 

LaserJet  ColorPro 
DeskJet  Dratt  Pro 

RuggedWriter  Drafl/f^aster 
Electrostatic  Plotters  DesignJet 
HP  9000  Workstations  anrl  Veclras  also  available 

Ted  Dasher  &  Associates 

4117  Second  Ave  ,  S  Birmingham,  AL  35222 

Phone:  205/591-4747  Fax:  205/591-1108 
800/638-4833  •  E-mail  sales@dasher.com 


Business  Services 


Business  & 
Computer  Checks 

Save  30-50% 


'19 


.95 


Buy  direct  from  the  manufatturer. 
Call  for  a  free  brocluiie 
and  lax  ordering  instructions 

1-800-239-4087 


CORPORATE  VIDEOS 


Promotional,  Sales  or  Training 
videos  produced  for  $7,500! 

•  Beta  SP  format 

•  Location  shooting 

•  Digital  editing. 
American  Media  Group 

1-800/569-7326 


■  :U:jJ:l:HII:IJJil:U:a 

I  20.000  ACADEMIC  TOPICS  AVAILABLE!  < 


20,000  ACADEMIC  TOPICS  AVAILABLE 

Send  $2  for  itie  280  page  catalog 
Custom -written  reports  also  available 
RESEARCH  ASSISTANCE 
11322  Idaho Ave,/!'206Bf 
Los  Angeles,  CA  90025 
TOLL  FREE  HOTLINE:  800-351  -0222 

01  310-4/7-8226 


Management  Consulting 


Executive  Consultation 

A  ,sh.idi)W-i.(in.sult.int  tutors  you  privjtciv 
w  hile  you  manage  business  and  lead  people 
Topics  include  Org.  De.sgin  &  Behavior, 
New-age  Leadership;  Power,  Politics  & 
Ciiiilliil,  Group  &  Team  Diversity;  Values 

Align-meant  Inc.  908-755-3322 

A  female  owned  &  operated  corporation 


Franchising 


Capital  Available 


r)Tnji:iO'.'n 


rired  of  getting  the  runaround  1 
hankers  who  aren't  reallv  Icndin 
New  database  lists  l,00(3's  of 
alternative  lenders  and  investors] 
are  aggressively  financing  high  rf 
business  ventures.  C/\IX  for  FR 
info:  800-580-n88  DukhMerge 


Travel 


Franchise 

your  business! 

Call  for  information  about 
"Franchise  Your  Business"  seminars 
scheduled  throughout  the  country. 

Specialiils  in  Franchise  Developmenl 

1-800-877-1103  Bw 


CUSTOIVI  STORAGE  SYSTEMS 

Closcl  •  Garage  •  Home  Offite  •  Enlertainment  Center 

No  I  rated  in  I'S.A  L.irge  cxclusivt  Icrrilnrics 
Complclf  training  &  on-going  suppori 


Call  David  Liiuy,  VP 
|l|ll|  S|(,-7IKIII    FA.X  (imi  s_W-2(i7(i 


500  BONUS 
FREQUENT  FLYER  A 


for  each  $200  Pure 


CreivGear. . 
Your  One  Stop  Travel 

.iri;i;ai;e  bv  1  lavelpn 
BOrf  '  &c  More 
Complete  Travel 
Accessories 
Sunglasses 
Watches 
Gifts 

F  REE  C;olor 


ADVERTISE  IN  THE 
BUSINESS  M^££/C  MARKETPLACE 
AND  REACH  OVER 
5.4  MILLION  RESPONSIVE  READERS!! 


The  next  Marketplace  section  closes  on  May  24th. 
For  rates  and  information  contact: 

Business  Week  Marketplace 
500  North  Michigan  Avenue 
Suite  2010 
Chicago,  IL  60611 
Phone  312-464-0500 
Fax  312/464-0512 

—  —n-^r^fi^^^'- —  - 
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brmation  Processing 


,  iDc's  group  vice-president  for 
ide  software. 

ited,  an  earlier  crop  of  European 

re    companies    that  showed 

s  never  dehvered.  Many  of  the 

IS  of  the  1980s  starved  from  a 

funding  or  were  snapped  up  by 

American  and  Japanese  compa- 

'he  lucky  ones  became  national 

onal  players,  but  they  rarely  de- 

I  the  critical  mass,  marketing  tal- 

gumption  to  tackle  the  U.S.  mai"- 

his  time,  the  companies  are 
money  and  managerial  tips  fi"om 

mture  backers,  and  they're  much 

ggressive  about  jumping  into  the 

narket.  They're  also  picking 

ing  niches. 

I  telecommunica- 

or  example.  Ger- 
LHS  Communi- 

I    Systems  is 

g  big  deals  vdth 

irriers  for  inno"- 

)illing  products. 

lacked  with  $10 

in  venture  capi- 

m  General  At- 

Partners,  based 

envdch.  Conn. — 

lead  start  in  ad- 
billing  because 

lurope-spanning 

iigital  cellular 

rd    created  a 

market  for  new 
systems.  Now, 

3  pushed  into  the 

with  contracts 

BellSouth  Corp. 

icific  Bell  Mobile 

es,  a  subsidiary 

ific  Telesis.  The 

illion  startup  is 

r,  at  $15  million 

'k  sales  this  year 

over  1995. 

H  SPECIALTY.  Pacific  Bell  chose 
Ftware  because  it  was  fii'st  to  de- 
eal-time"  billing  capability.  Current 
y  practice  is  to  calculate  the  billing 
Is  on  a  monthly  basis.  That's  not 
nough  if,  say,  a  rental-cai*  company 
tx)  include  cellulai-phone  chai'ges  in 
1  when  the  cai'  is  retui'ned.  The 
-up  system,  fi'om  a  U.S.  company, 

have  taken  6  to  12  months  to 
LHS,"  says  Hamid  Alipoui;  Pacific 
)illing-systems  director, 
ther  hot  niche  is  object-oriented 
re,  a  specialty  of  French  pro- 
ers.  Paris-based  Business  Objects 
i  the  hottest  tech  stock  offering 

on  NASDAQ  when  its  market  cap- 
ion  soared  to  $225  million  on  the 
the  first  day  of  trading.  The  com- 


pany, whose  products  help  locate  and 
analyze  information  in  databases,  saw 
sales  double,  to  $60.6  million,  last  year 
Profits  soared  239%,  to  $8  million.  Its 
stock  is  trading  near  $100,  up  from 
$17.50  at  the  initial  public  offering. 

All  told,  10  European  software  com- 
panies have  gone  public  on  nasdaq  since 
1992,  raising  $665  million.  One  of  the 
biggest  hits  was  Baan,  which  started 
trading  at  16  in  1995.  Before  the  IPO, 
venture  capitalist  Bill  Grabe  at  General 
Atlantic  paid  $21  miUion  for  a  chunk  of 
Baan  that  is  now  worth  $400  million. 
There  are  a  half-dozen  companies  now 
ready  to  follow  Baan  into  the  public 
market  and  more  in  the  pipeline.  "Baan 


European  Software  Stars 


1                           PUBLIC  COMPANIES 

COMPANY / COUNTRY 

PRODUCT 

1998  SALES  (EST.) 

MILLIONS  OF  DOLLARS 

SAP  GERMANY 
BAAN  NETHERLANDS 

Integration  programs  for  $2,710 
accounting,  inventory  control,  etc.  350 

BUSINESS  OBJECTS  FRANCE      Decision-making  tools 

100 

M.A.I.D.  BRITAIN 

Search  software 

37.5 

OXFORD  MOLECULAR 

BRITAIN 

Drug-design  programs 

22.5 

EXPECTED  TO  GO  PUBLIC 

COMPANY / COUNTRY 

PRODUCT 

1996  SALES  (EST.) 

MILLIONS  OF  DOLLARS 

LHS  GERMANY 

Telecom  billing 

56 

NAT  SYSTEMS  FRANCE 

Software  tools 

55 

ILOG  FRANCE 

Object-oriented  programming 

27 

IXOS  GERMANY 


Document  management/database 


DATA  GOLDMAN  SACHS,  ALEX  BROWN  &  SONS,  HAMBRECHT  &  QUIST,  HOARE  GOVEH,  META  GROUP,  BUSINESS  WEEK 


-a  fivefold  in- 


and  Business  Objects  are  just  the  tip  of 
the  iceberg,"  says  Gartner  Group's  Hel- 
mut Gumbel. 

One  after  another,  U.S.  technology 
investors  have  been  piling  into  Eiu'ope. 
In  February,  Hambrecht  &  Quist  host- 
ed its  first  conference  on  European 
gTowth  companies;  half  of  the  40  com- 
panies presented  were  software  start- 
ups. Cowen  sponsored  a  similar  confer- 
ence in  April,  featuring  a  dozen  more 
software  debutantes. 

Price  is  a  big  attraction  for  U.S.  in- 
vestors. Early-stage  investments  in  Eu- 
ropean softwai-e  companies  are  still  rela- 
tively inexpensive  compared  with  those 
of  theii-  U.  S.  counter-pails.  A  iimup  has 
lifted  the  valuation  of  U.  S.  softwai-e  com- 
panies sky-liigh  for  eai-ly-stage  investoi-s. 
By  contrast,  the  supply  of  potential  in- 
vestors in  European  companies  is  still 


smaller  than  in  the  U.S.,  so  European 
startups  cannot  command  the  same  kind 
of  pre-iPO  valuations  their  U.S.  counter- 
parts can.  Bernard  Liautaud,  co-founder 
and  CEO  of  Business  Objects,  for  exam- 
ple, fought  for  weeks  with  Paribas  Eu- 
ropean Investment  in  August,  1990,  over 
the  valuation  of  the  company,  settling 
for  a  sum  well  below  what  he  might 
have  received  in  Silicon  Valley  from  ven- 
tui'e  investors.  When  the  company  was 
introduced  on  nasdaq  in  September, 
1994,  investors  immediately  bid  up  the 
price  from  $17.50  to  $29.50.  The  offering 
was  oversubscribed  20  times. 

In  addition  to  their  new  American 
friends,  European  softwai'e  makers  have 
other  advantages.  Eu- 
ropean software  engi- 
neers have  always 
been  strong  in  complex 
systems  management 
programs  and  in  manu- 
facturing software. 
More  important,  soft- 
ware makers  have  al- 
ways been  quick  to 
adapt  such  products  to 
the  global  market  be- 
cause their  home  mar- 
kets are  so  small. 

SAP,  for  instance 
grabbed  the  attention 
of  multinationals  by 
creating  products  that 
Unked  worldwide  opera- 
tions. Its  R-2  package 
was  the  fii'st  that  could 
automatically  adjust  for 
differences  in  tax  and 
accounting  rules  around 
the  world.  "A  minute 
after  midnight  at  the 
end  of  a  quarter,  you 
hit  one  keystroke  and 
consolidate  for  the  whole  quarter,"  says 
John  R.  Luongo,  ceo  of  Vantive  Corp. 
in  Santa  Clara,  a  leader  in  customer- 
service  software. 

GETTING  BIG  BREAKS.  Europe's  software 
industry  has  also  gotten  a  lift  from  the 
emergence  of  global  standards  in  the 
information-technology  industry.  The  as- 
cent of  Baan,  a  powerhouse  in  complex 
software  used  by  lai-ge  manufactiu-ers,  is 
a  case  in  point.  Its  fortunes  grew  rapid- 
ly duiing  the  1980s  in  Eiu'ope  because  it 
excelled  in  so-called  open  systems  that 
help  enterprises  link  their  databases. 
That  paved  the  way  for  its  big  break — 
a  $20  million  contract  from  Boeing  in 
June,  1994.  Now,  U.S.  sales  make  up 
34%  of  its  total  revenues. 

Contracts  vdth  big  U.S.  customers 
can  give  stailups  a  quick  boost.  France's 
ILOG  made  its  mark  in  design  software 
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when  Chrysler  Corp.  decided  to  use  its 
program.  Now,  Chrysler  design  engi- 
neers use  iLO(!'s  tools  to  simulate  the 
seat  height,  dashboard,  and  door  layout 
of  a  car  before  they  commit  to  a  final 
concept.  Says  Chrysler  design  engineer 
John  Mrozowski:  "We  can  paper  the 
wall  with  10  or  15  iterations  of  a  par- 
ticular design,  whereas  before  we  had  to 
choose  between  one  or  two."  Last 
month,  Sun  Microsystems  Inc.'s  soft- 
ware subsidiary,  SunSoft,  chose  ilog  to 
help  develop  a  bridge  between  Sun's 
popular  Java  language  and  the  widely 
used  programming  language  C++. 

London-based  Superscape  ab-eady  has 
racked  up  an  impressive  list  of  multina- 
tional customers,  including  Northern 
Telecom,  Southwestern  Bell,  Electronic 
Data  Systems,  and  Motorola.  The  last  is 
adopting  Superscape's  software  to  build 
virtual  assembly  lines  for  training  pur- 
poses. Motorola  executives  say  they  are 
particularly  happy  about  the  startup's 
eagerness  to  please.  When  the  company 
wants  to  add  new  levels  of  complexity 
to  the  lines,  Superscape  goes  back  to 
the  drawing  board  and  redesigns  the 
progi"am.  Says  Sanjiv  Patel,  Motorola's 
manager  of  advanced  manufacturing 
technology:  "They've  given  us  tremen- 
dous support." 

SHOPPING  SPREE.  Increasingly,  U.S.- 
based  technology  giants  are  shopping 
in  Europe  for  bits  and  pieces  of  soft- 
ware. Microsoft  Corp.,  for  e.xample,  has 
been  on  a  European  shopping  spree.  In 
October,  1994,  it  bought  a  British  com- 
pany, NextBase,  for  its  computerized 
road  atlas.  Four  months  later,  it 
snapped  up  another  British  outfit,  Ren- 
derMorphics,  and  built  its  3-D  gi-aphics 
into  Windows  95  so  users  could  enjoy 
more  exciting  games.  Last  July,  Mi- 
crosoft acquired  a  network-management 
system  from  Britain's  Network  Man- 
agers Ltd.  and  will  integrate  the  tech- 
nology into  its  BackOffice  software.  And 
Microsoft  also  reUed  on  France's  Nat 
Systems  to  co-develop  programming 
languages  sold  under  the  names  Quick 
Pascal  and  Quick  C++. 

The  acquisitions  by  Microsoft  and  oth- 
er blue-chip  U.S.  software  makers  in 
Europe  speak  volumes  about  the  quali- 
ty and  creativity  of  European  software 
developers.  So  does  the  commitment 
fi'om  America's  leading  venture  capital- 
ists. Just  a  few  years  ago,  smart  money 
would  have  bet  against  any  European 
software  company  with  global  ambitions. 
Now,  the  fii'st  group  of  winners  already 
has  beaten  the  odds.  It  may  not  be  long 
before  Europe  serves  up  its  next  soft- 
ware surprise. 

By  Gail  Edmondson,  with  Marsha 
Johnston  in  Paris,  Neil  Gross  in  New 
York,  Seanna  Browder  in  Seattle,  a^id 
Kathy  Rebello  in  San  Francisco 


DEALMAKERS 


IS  THERE  LIFE  AFTER 
RESOLUTION  TRUST1 

With  the  fire  sale  over,  Tom  Barrack  looks  abroad 


BACK  AT  THE  RANCH:  He  aims  to  prove  Ins  rral  i  stat 


I'  stit  ci'.ss  ini.s  III. 


flitke 


On  summer  weekends  in  Santa 
Barbara,  Calif.,  you  can  find  real 
estate  investor  Thomas  J.  Bar- 
rack Jr.  on  horseback,  mallet  in 
hand,  chasing  a  polo  victory  at  40  mph. 
Forced  by  the  passage  of  time  to  give 
up  his  bmising  fii"st  love,  mgby,  Bar- 
rack, 48,  finds  polo  no  less  invigorating. 
But  then  again,  Bairack  is  the  kind  of 
businessman  who  counts  as  a  key  trait 
his  "ability  to  push  through  a  comfort 
baiTier." 

Now,  that  ability  is  being  tested.  One 
of  the  first  buyers  of  Resolution  TiTist 
Corp.  assets — in  the  early  1990s — Bar- 
rack racked  up  average  returns  in  ex- 
cess of  80%  on  behalf  of  investors  such 
as  Cargill  and  ge  Capital  Corp.  He  and 
his  team  bought  up  large  portfolios  of 
real  estate  and  mortgages — often  lever- 
aging then*  capital  with  inexpensive  bor- 
rowings— then  quickly  sorted,  repack- 
aged, and  sold  them.  But  .such  success 
bred  competition.  With  the  rtc  fire  sale 


over,  BaiTack  and  Colony  Capital 
the  Los  Angeles  firm  he  foimded  in 
with  Continental  Airlines  Chai 
David  Bonderman  and  four  other 
ners,  are  facing  a  roster  of  deep- 
eted  rivals  even  as  opportunities  i 
U.  S.  are  shrinking. 
SCARCE  PLOTS.  Last  year,  Ba 
raised  $625  million  for  a  new  li 
partnership.  Colony  Investors  II 
competitors  including  Tiger  Ma 
ment  Corp.  and  Apollo  Advisoi 
gether  raised  neai'ly  $2.5  billion  ni  bi) 
meaning  prime  pieces  of  underv  t, 
real  estate  are  growing  scarce.  4 
Michael  D.  Frazier,  head  of  GE  Ca 
$17  billion  real  estate  company, 
times  a  Colony  rival:  "The  market 
is  flush  with  capital,  and  the  ga 
much  toughen" 

To  stay  ahead  of  the  pack.  Ban 
looking  abroad.  He's  also  investing 
erating  businesses — still  choosing 
Ul-favored  assets — which  he  plans  t 
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I^EEK  MAY 


WE'RE 
I  WORKING 
FOR  THE  DAy 
MS  MEANS 
MYSTERY 
SOIVED 


day  the  National  Multiple  Sclerosis  Society  brings  that  day  closer  by  funding  vital  research 
iravel  the  secrets  of  MS.  Its  because  of  this  research  that  scientists  are  making  significant 
ess  in  the  search  for  a  cure  and  effective  treatments.  Your  support  will  speed  the  day.  Help 
bring  new  meaning  to  someone's  life.  For  more  information,  call  1-800-LEARN  MS. 


THE  NATIONAL  MULTIPLE  SCLEROSIS  SOCIETY 


IT  HURTS 

TO  BE 
NUMBER 
ONE. 


Arthritis  is  the  leading  cause  of  disability  in 
the  United  States.  It  strikes  nearly  40  million 
Americans.  It  attacks  in  more  than  100  different 
forms.  Some  forms  of  arthritis  disable.  Some  last 
a  lifetime.  All  of  them  hurt. 

Fortunately,  the  Arthritis  Foundation  has 
programs  to  help  you  move  easier  and  with  less 
pain.  We  also  support  research  for  a  future  free 
from  arthritis. 

For  more  information,  contact  your  local 
Arthritis  Foundation.  To  find  the  office  nearest 
you,  call  1-800-283-7800. 


ARTHRITIS 

FOUNDATION® 

Your  Source 
for  Help  and  Hope® 
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ve  to  seven  years.  In  Mai'ch,  Colony 
anced  its  third  foray  into  the  de- 
ed Hawaiian  resort  mai'ket:  Sources 
Dolony  could  get  the  Kapalua  Bay 
1  &  Villas  for  a  quarter  of  the  $105 
)n  its  current  owners  paid.  In  De- 
er, Colony  bought  the  Ritz-Carlton 
la  Lani  for  $75  milUon — less  than 
vhat  it  cost  to  build.  Bairack  is  also 
ng  at  retailing  and 
food.  Last  year,  he 
d  Virgin  Group 
Richard  Branson 
others  to  buy 
lin's  MGM  Cinemas 
from  Credit  Lyon- 
Day-to-day  opera- 
are  left  to  others: 
n  and  Sheraton,  for 
tice,  run  the  Hawai- 
otels. 

)ing   such  globe- 

ing   deals  keeps 

ack  in  constant  mo- 
One  week  in  four 
in  Los  Angeles, 

e  he  gets  to  his  of- 

it  6  a.m.  He  has  an 

;ment  in  New  York. 


Tom  Barrack's 
Big  Deals 

1991  Leads  purchase  of 
$1  billion  worth  of  apart- 
ment buildings  from  Reso 
lution  Trust  Corp.  for  500 
on  the  dollar.  Return  esti- 
mated at  more  than  90%. 

1993  In  first  big  buy  of 
RTC  land  holdings,  pays 
$165  million  for  property 
and  mortgages  valued  at 
$457  million.  Leads  pur- 
chase of  Hyatt  Regency 
Waikoloa  for  less  than 


1991,  when  Colony,  backed  by  Bass  and 
GE  Capital,  bought  $1  billion  worth  of 
properties  and  mortgages  for  $510  million 
in  cash.  Then,  he  blazed  a  high-risk  trail, 
paying  etc  as  little  as  35?  on  the  dollar 
for  cast-off  land  and  apartment  houses — 
the  kind  of  properties  that  would  go  for 
as  much  as  10%  over  their  appraised 
value  a  few  years  later.  "Ban-ack's  al- 

mmmmmmmmmmmm  ways  had  a  sense  for 

where  things  are  going 
early,"  says  Steve  Roth, 
a  principal  at  Colony  ri- 
val Secured  Capital 
Corp.  in  Los  Angeles. 

In  1993,  Barrack 
turned  to  investing  in 
going  concerns,  leading 
the  purchase  of  the  Hy- 
att Regency  Waikoloa, 
now  the  Hilton  Waikoloa, 
for  about  $55  million, 
less  than  15%  of  replace- 
ment value.  Most  of  the 
money  was  put  up  by 
Taiwan's  Koo  family.  An- 
gelo  Y.  N.  Koo  says  the 
family  has  already  re- 
ceived an  offer  of  more 


15%  of  replacement  value 

I  New  Year's  was  a    than  $100  million,  and  he 

1995  With  Virgin  Group's 
Richard  Branson,  buys 
Britain's  MGM  Cinemas 
chain.  Purchases  Hawaii's 
Ritz-Carlton  Mauna  Lani 
for  $75  million — less  than 
half  what  it  cost  to  build. 


:ing  holiday:  Bar- 
,  his  second  wife, 
•el,  and  his  four 
ren,  ages  5  months 

0  years,  spent  it 
dng  out  the  Mauna 
.  When  Barrack 
kick  back,  it's  usu- 
at  his  1,000-acre 
!  ranch  in  bucolic  Santa  Ynez,  Calif, 
irrack's  backers  hope  his  varied  ex- 
nce  vdll  give  him  an  edge  over  ri- 
The  son  of  a  Southem  Califomia 
ir.  Barrack  earned  a  law  degi-ee  at 
University  of  San  Diego,  ran  his 
real  estate  management  firm,  did  a 
on  Wall  Street,  and  managed  Texas 
naire  Robert  M.  Bass's  property 
;tments  before  founding  Colony. 
.LIANT."  In  1988,  Barrack  bought 
in  Hotel  Co.  for  Bass,  enticing 
nese  investors  to  ante  up  a  big 
k  of  the  $1.5  bilhon  price.  Within  a 
he  sold  two  of  the  chain's  85  prop- 
3  for  $700  million.  Donald  Ti-ump 
$410  miUion  for  one,  New  York's 

1  Hotel,  just  before  the  hotel  mar- 
;ollapsed.  Colony  recently  bought 
i  of  Trump's  debt  from  the 
ank-led  syndicate  that  financed  the 
>ase.  It  is  perhaps  a  tribute  to  Bar- 
3  chaiTn — marked  by  unfailing  ge- 
y  and  an  intense  focus  on  whatev- 
irson  he's  talking  to — that  Trump 
Barrack  "a  totally  brilliant  guy." 
.rrack  first  got  into  rtc  deals  in 
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is  advising  the  family  to 
sell.  But  Ban'ack  wants 
to  hold  Colony's  Hawai- 
ian properties  for  foiu'  to 
five  years  while  the  mai- 
ket  recovers. 

Going  international 
poses  fresh  challenges, 
from  managing  cui'ren- 
cy  risk  to  infiltrating  local  business  elites. 
To  break  the  ice  with  Europeans,  Bar- 
rack often  invites  them  to  his  villa  in 
the  south  of  France.  Colony  is  bidding 
on  French  apartments,  offices,  and  maii- 
nas  but  has  yet  to  announce  a  deal.  Bai'- 
rack's  strategy:  "Go  without  ego  and  tiy 
to  become  part  of  the  fabric."  Although 
mum  on  details,  he  says  he  has  engi- 
neered a  way  to  structure  the  financing 
and  ovvTiership  of  assets  vrith  local  part- 
ners that  eliminates  cuiTency  risk. 

Among  those  hoping  to  see  Colony 
II  succeed  are  such  well-heeled  institu- 
tional investors  as  the  California  State 
Teachers  Retirement  Fund,  which  put  in 
$150  million.  The  offering  was  oversub- 
scribed by  more  than  2-to-l. 

It  remains  to  be  seen  whether  Bar- 
rack can  match  his  past  performance. 
Is  he  deterred  by  the  challenge?  No 
way.  "This  is  what  we  do  for  a  living," 
Barrack  says.  "There's  no  life  after 
Colony."  Except,  perhaps,  when  chas- 
ing one  more  goal  atop  a  polo  pony. 

Eij  Nanette  Byrnes  in  Los  Angeles, 
with  Margaret  Dawson  in  Taipei 


U.S.  Savings 

Bonds 
Are  Now  Tax 
Free  For 

College. 
Good  News 

Today. 
Better  News 
In  18  Years. 


■  the  cost  of  a  college  educa- 
tion seems  expensive  now,  imagine 
what  It  will  be  in  18  years.  That's 
why  Bonds  bought  for  your  child's 
education  can  be  completely  tax 
free.  Start  buying  Bonds  today  at 
your  local  bank,  or  ask  about  the 
Payroll  Savings  Plan  at  work. 

U.S.  Savii^s  Bonds 
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Author  of  the  new  bestseller 

''THE  DIGITAL  ECONOMY:  Promise  and  Peril 

in  the  Age  of  Networked  Intelligenee" 


iticirtsourcing:  Impact  and  Implementatian 

pne  25th  and  26th.  McGraw-Hill  Headquarters,  New  York,  NY. 


I  outsourcing  your  company's  IT  systems  improve  your  bottom  line?  Find  out  how  your 
can  prosper  by  doing  more  of  what  it  does  best. 

Business  Week  and  some  of  America's  most  successful  industry  leaders  for  "Smartsourcing: 
nd  Implementation."  This  interactive  gathering  will  focus  on  effective  insourcing  and 
ng  strategies  for  businesses,  with  a  particular  emphasis  on  information  technology. 
)u're  a  CIO,  CFO,  SVP  of  Technology,  or  IT  strategist  and  decision  maker,  you  won't  want 
iiis  strategic  industry  event. 


jr  "Smartsourcing:  Impact  and  Implementation,"  tall 
84,  e-mail:  bwepinfo@aol.com,  fax  your  response  to 
81,  or  mail  this  registration  form  to: 
ina,  Business  Week  Executive  Programs, 
of  the  Americas,  36th  floor.  New  York,  NY  10020-1095 
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DO  FOOD  ADDITIVES 
SUBTRACT  FROM  HEALTH? 


Hungry?  How  does  a 
turkey  sandwich  on 
whole  wheat  with 
potato  chips  sound?  Does 
noshing  on  nitrate,  sodium 
stearyl  lactylate,  and  mono- 
calcium  phosphate  have  the 
same  appeal?  Probably  not, 

but  a  look  at   

the  ingi'edients 
of  store-bought 
sandwch  meat,  bread,  and  al- 
most every  other  type  of 
processed  food  reveals  a 
menu  of  just  such  additives. 

Few  consiunei's  know  what 
they  are,  much  less  how  to 
pronounce  them.  (Try  saying 
diacetyl  tartaric  acid  esters 
or  ethoxylated  monodiglyc- 
erides  three  times  fast.)  Yet 
according  to  Julie  Miller 
Jones,  a  professor  of  foods 
and  nutrition  at  the  College 
of  St.  Catherine  in  St.  Paul, 
Minn.,  and  author  of  Food 
Safety  (Eagan  Pi-ess,  $89),  av- 
erage Americans  eat  their 
weight  in  food  additives 
every  year.  "That's  a  whole 
lot,"  she  says,  and  it's  worth 
finding  out  "what  these 
things  are  and  whether 
they're  safe." 

HIGH  HEAVEN.  The  Food  & 
Drug  Administration  broad- 
ly defines  additives  as  "any 
substance  the  intended  use 
of  which  results  or  may  rea- 
sonably be  expected  to  re- 
sult ...  in  its  affecting  the 
characteristics  of  food."  Put 
simply,  additives  aren't  food, 
they  do  things  to  food.  Most 
often,  they  enhance  flavor,  en- 
sui*e  desirable  texture,  or  re- 
tard spoilage.  Without  them, 
many  edibles  would  mold  and 
stink  to  high  heaven  before 
reaching  store  shelves.  Salt 
would  clump,  mayonnaise 
separate,  and  marshmallows 
become  as  hard  as  cement. 
The  good  news  is  that  most 
of  the  nearly  3,000  additives 


HEALTH 


in  the  food  supply  are  harni- 
less;  the  bad  news  is  that 
some  may  not  be. 

Several  additives  are  sus- 
pected carcinogens.  Take 
butylated  hydroxyanisole 
(bha)  and  butylated  hydi'oxy- 
toluene  (bht).  Food  compa- 

  nies  use  these 

similar  chemical 
substances  to 
prevent  spoilage  in  foods  with 
oil  or  shortening  and  to  pre- 
sei-ve  many  breakfast  cereals 
(from  Total  to  Quaker  Instant 
Oatmeal),  em-iched  rice  prod- 
ucts, and  dried  soups.  Re- 
peated studies  have  shown 
that  BHA  and  bht  increase 
the  risk  of  cancer  as  well  as 
accumulate  in  body  tissue, 
cause  liver  enlargement, 
and  retard  the  rate  of  dna 
synthesis  and  thus,  cell 
development.  However, 
one  study,  released  in 
1994,  suggests  these 
same  additives  may 
actually  retard 
cancer  develop- 
ment because  of 
their  antioxidant 
properties. 

The  evidence  is 
less  controvertible  in 
the  case  of  nitrates  and 
nitrites,  which  prevent 
botuUsm  in  and  enhance  fla- 
vor and  color  of  such  meat 
products  as  processed  tiu'key, 
ham,  hot  dogs,  bologna,  and 
bacon.  They  aren't  carcino- 
genic by  themselves,  but 
when  they  pair  with  chemi- 
cals called  amines,  they  be- 
come an  extremely  potent 
cancer-causing  chemical 
known  as  nitrosamine. 
Amines  occur  naturally  both 
in  food  and  in  the  body  and 
bind  reatlily  with  nitrates  and 
nitrites  at  liigh  temperatui-es 
such  as  when  fiying  bacon  or 
roasting  ham. 

Also  watch  out  for  bro- 


mates  (usually  potassium  bro- 
mate),  which  are  added  to 
wheat  and  other  floui's  to  im- 
prove baking  performance. 
Britain  and  other  European 
countries  banned  bi'omates  in 
baked    goods    during  the 
1980s,  when  studies  found 
they  increased  the  incidence 
of  kidney  tumore  in  rats.  Bro- 
mates  are  still  legal  in  the 
U.  S.  To  avoid  them,  look  for 
flour   and    bakery  items 
marked  "unbromated," 
which  are  available  in  su- 
permarkets  under  some 
common  brands,  such  as 
Pepperidge  Farm. 


nondairy  creamers) 
cheinical  stiucture  sin 
saccharin  and  has  pr< 
tumor  growth  in  labor 
ly  animals,  too. 

Unhke  other  sugar 
stitutes,  aspartame — n 
ed  as  NutraSweet  or 
and  added  to  such  pi 
as  soft  drinks  and  co( 
hasn't  been  shown  to  i 
cancer  risk.  But  com 
have  been  filed  with  t 
alleging  that  aspartam 
es  headaches,  dizzines 
nausea.  Research  ha; 
inconclusive  about 
claims,  but  aspartame 
nitely  unsafe  for  thos 
phenylketonuiia  (pku), 
genital  condition  afilict 


I 


SODIUM  NITRATE 


Artificial  sweeteners  also 
have  been  linked  to  malig- 
nancies. Saccharin,  most 
widely  available  in  those  little 
pink  envelopes  labeled  Sweet 
'N  Low,  causes  cancer  in  lab 
animals  and  is  classified  by 
the  FDA  as  a  weak  carcino- 
gen. Acesulfame-K  (sold  as 
Sweet  One  or  Sunette  and 
found  in  chewing  gum,  in- 
stant coffee  and  tea,  pud- 
dings, gelatin  desserts,  and 


over  15,000  Americai 
inhibits  the  metabolisi 
amino  acid  in  aspartan 
sweetener  is  especial 
gerous  for  fetuses  and 
with  PKU.  (Babies  are 
tested  for  the  diseas 
birth.)  In  worst-case 
ios,    brain  damage 
result. 

Another  troublesor 
egory  of  additives  is  ^ 
which  include  such  c 


ces  as  potassium 
ite  and  sodium  bisul- 
ind  naturally  in  beer 
le,  sulfites  are  syn- 
/  produced  to  reduce 
jration  in  such  foods 
led  fruit,  dehydrated 
f  mixes,  processed 
Foods,  and  syrups. 
3  problem  is  that  mil- 
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lions  of  Americans  are 
sensitive  to  sulfites  and 
can    have  reactions 
ranging  from  hives  to 
death.  As  a  result,  the 
FDA  banned  their  use 
on  fresh  fruits  and 
vegetables    in  1985, 
when  grocers  and  sal- 
ad-bar owners  routine- 
ly used  a  sulfite  dip  to 
keep  their  produce  col- 
orfully appealing.  But 
a  1990  lawsuit  brought 
by  potato  manufactur- 
ers legalized  the  use 
of  sulfites  on  spuds 
sent  to  restaurants  in  the 
form    of   fries    and  hash 
browns,  fda  officials  hope  to 
overturn  the  loiling. 
FDA  BAN.  Artificial  colors 
have  been  responsible  for  a 
range  of  adverse  reactions. 
Derived  fi'om  coal  tai-,  13  syn- 
thetic colorants  have  been 
banned  by  the  fda  since  1956 
because  of  public-health  con- 
cerns. The  remaining  certi- 
fied nonvegetable-based 


(phosphoric  acid),  as 
Help  With  the  Labels         well  as  keep  canned 

vegetables  firm  (calci- 
CENTER  FOR  SCIENCE  IN  THE  PUBLIC  INTEREST  ^ni  phosphate)  and 
202  332-9110  dried  instant  oatmeals 

•  Works  on  food  safety  and  nutrition  issues     and  soup  mixes  easy  to 

•  Publishes  the  Nutrition  Action  hydrate  (sodium  phos- 
Healthletter  ($19.95/yr.)                           phate).  But  nutrition- 
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'Hats 
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^'body'^^'^Pairey'nproc, 


PUBLIC  VOICE  FOR  FOOD  &  HEALTH  POLICY 

202  371-1840 

•  Offers  booklets  and  reports  on  food 

FOOD  &  DRUG  ADMINISTRATION 

Adverse  Reaction  Monitoring  System 
301  443-1240 

•  Studies  adverse  reactions  to  additives 

DATA  BUSINESS  WEEK 

dyes,  such  as  Red  No.  3  and 
Yellow  No.  5,  continue  to 
raise  eyebrows  among  safe- 
food  advocates.  Red  No.  3, 
which  is  banned  in  cosmetics 
yet  colors  such  foods  as 
maraschino  chemes  and  pis- 
tachio nuts,  causes  thyroid 
cancer  in  rats.  Yellow  No.  5 — 
used  in  cookies,  cake  mixes, 
chips,  and  soft  drinks — must 
be  individually  listed  on  in- 
gi"edient  labels,  rather  than 
referred  to  as  artificial  color, 
because  it  is  associated  with 
such  allergic  reactions  as 
hives,  ranny  nose,  and  short- 
ness of  breath. 

Ingesting  aluminum  com- 
pounds— aluminum  sulfate, 
aluminum  phosphate,  sodium 
phosphate,  aluminum  chlo- 
ride— that  are  common  leav- 
ening agents  in  baked  goods 
may  be  bad  news,  too.  Al- 
though research  remains  in- 
conclusive, some  studies 
show  a  connection  be- 
tween aluminum 
and  Alzheimer's 
disease. 

Finally,  look  out 
for  fizz.  Phosphorous 
compounds  make 
soft  drinks  bubbly 
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ists  warn  that  consum- 
ing      too  much 
phosphorous  can  dis- 
turb the  body's  abihty 
to  absorb  calcium,  thus 
raising  the  danger  of 
osteoporosis. 
UNDER  FIRE.  It  is  the 
priority  of  the  fda's  di- 
vision of  product  policy  to 
monitor  food  additives,  espe- 
cially BHA,  BHT,  sulfites,  ni- 
trites, nitrates,  and  bromates, 
says  the  director,  George 
Pauli.  However,  he  says  his 
department,  which  is  under 
fii'e  from  the  antiregidatory 
Congress,  has  a  limited  bud- 
get   for    pursuing  such 
concerns. 

In  the  face  of  uncertainty, 
many  food  experts,  such  as 
William  Artz,  professor  of 
food  science  at  the  University 
of  Illinois,  encourage  con- 
sumers to  weigh  the  benefits 
vs.  the  risks  of  eating  addi- 
tives. Benefits  include  conve- 
nience, economy,  and  protec- 
tion against  food-borne 
disease-producing  agents.  In 
addition,  he  says,  "research 
is  open  to  inteipretation,"  and 
"no  one  can  be  absolutely 
assured  of  the  safety  of 
anything." 

As  a  result,  "you  don't 
want  to  eat  too  large  an 
amount  of  anything,"  coun- 
sels Barbara  Deskins,  profes- 
sor of  clinical  dietetics  and 
nutrition  at  the  University  of 
Pittsbui'gh,  who  defines  many 
additives  in  The  Nutrition 
Bible,  co-authored  with  Jean 
Anderson  (William  Morrow, 
$30).  She  recommends  eating 
a  variety  of  foods  to  prevent 
prolonged  exposure  to  poten- 
tially harmful  additives,  as 
well  as  to  ensure  that  the 
body  gets  a  full  range  of  nu- 
trients. So  try  to  avoid  a 
steady  diet  of  chemical  addi- 
tives. Choose  some  foods  with 
ingredients  that  aren't  more 
of  a  mouthful  to  say  than  to 
eat.  Kate  Murphy 
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BOND  FINDS: 
FOR  A  SHORT 


SAFE  AGAIN 
TERM  RIDE 


In  1994,  many  short- 
term  bond  fund 
investors  had  a  rude 
awakening.  They 

thought  they  had  parked 
their  money  in  a  relatively 
safe  place.  So  they  were 
shocked  to  see 
funds  fall  as 
much  as  10%  because  man- 
agers had  bet  heavily  on 
risky  derivatives  at  a  time 
when  interest  rates  were 
shooting  up.  Furious  holders 
of  Paine  Webber's  Low  Du- 
ration U.  S.  Government  In- 
come Fund — down  more 
than  4% — sued,  prompting 
the  firm  to  infuse  $33  mil- 
Uon  into  the  fund  and  change 
the  manager. 

Since  then,  short-term 
bond  funds  have  regrouped 
and  cleaned  up  their  portfo- 
Uos.  Now,  once  again,  they're 
being  lauded  as  a  good  hedge 
against  the  overheated  stock 
market  as  well  as  a  nice  spot 
to  stash  cash.  "There's  an  ex- 
cellent risk-return  trade-off," 
says  William  Gross,  who 
manages  $6  billion  in  short- 
term  bond  investments,  in- 
cluding the  $2.6  biUion  pimco 
Low  Duration  Fund,  for  Pa- 
cific Investment  Manage- 
ment, based  in  Newport 
Beach,  Calif.  "The  shorter 
you  are,  the  more  protected 
you  are." 

QUICKLY  REINVESTED.  Short- 
term  bond  funds,  which  in- 
vest in  government  and  cor- 
porate bonds  with  matuiities 
of  one  year  to  three  years, 
bill  themselves  as  offering 
better  returns  than  money 
markets  and  less  exposure 
to  interest-rate  fluctuations 
than  longer-term  bond  fimds. 
When  interest  rates  rise, 
hurting  bonds  generally, 
short-term  debt  comes  due 
sooner  and  can  be  quickly 
reinvested  at  higher  rates. 
In  addition,  the  generally 
high  creilit  quality  of  short- 


SMART  MONEY 


terni  bonds  means  there's  lit- 
tle chance  of  default. 

Over  time,  that's  a  winning 
combination,  says  Morn- 
ingstar  analyst  Mark  Wright. 
He  points  out  that  aftei'  fees, 
short-term  taxable  bond 
funds  have  returned — pre- 
tax— an  average  of  6%  annu- 
ally over  the 
past  five  years, 
compared  with  4%  for  three- 
month  Ti'easury  bills,  a  typi- 
cal component  of  money-mar- 


volatility  than  those  with  80% 
stocks,  20%  cash. 

Buyers  should  remember, 
however,  that  short-term 
bond  funds  don't  guarantee 
full  return  of  principal  as 
money  market  funds  do. 
Anyone  considering  this 
group  should  first  examine 
costs.  Wright  says  short-term 
bond  funds  return  fau'ly  sim- 
ilar numbers  over  time,  re- 
gardless of  management,  so 
don't  pay  exorbitant  fees. 
Look  for  expense  ratios  in  a 
fund's  annual  report.  Ai'ound 
0.5%  to  0.6%  is  reasonable; 
1%  is  harder  to  justify. 

You  must  also  consider  the 
time  frame  of  the  fund.  Ul- 
trashort funds  restrict  them- 


Top  Performers 


FUND  NAME 

YEAR-TO-OATE 
TOTAL  RETURN* 

3-YEAR 
RHURN 

ASSETS 

MILLIONS 

SIT  U.S.  GOVT. 

0.44% 

5.99% 

$5L5 

STRONG  ADVANTAGE 

L36 

5.98 

999.8 

MONTGOMERY  SHORT  GOV'T. 
BOND 

0.29 

5.86 

19.1 

PIMCO  LOW  DURATION 

0.05 

5.74 

2,627.1 

DREYFUS  SHORT-TERM  INCOME 

0.40 

5.52 

190.2 

PIMCO  SHORT-TERM 

1.06 

5.50 

99,4 

VANGUARD  FIXED  INCOME 
SHORT-TERM 

0.02 

5.40 

3,9184 

BENCHMARK  SHORT-INTERMEDIATE-0.06 

5.35 

169.3 

COMPASS  SHORT  GOV'T. 

0.16 

5.31 

51.1 

LOOMIS  SAYLES  SHORT-TERM 

0.09 

5.29 

24.2 

*  Through  March  31, 1996 

DATA:  MORNINGSTAR  INC. 

ket  fimds.  Over  10  years,  the 
gap  widens  to  more  than  9% 
for  short-term  bond  funds 
and  .5.5%  for  three-month  T- 
bills.  Tax-free  short-term 
bond  funds  have  returned 
.5.4%  for  the  five-year  period 
and  5.6%  for  the  10  years. 

Investors  heavily  into  eq- 
uities should  consider  this 
group  for  balance,  says  Brad 
Tank,  manager  of  Strong 
Short-Term  Bond 
Fund.  He  has  found 
that  over  the  past  75 
years,  portfolios  of 
80%  equities  and  20% 
short-teiTn  bonds  have 
had  better  returns 
without    any  more 


selves  to  one-year  invest- 
ments, making  them  more 
conservative  than  those  with 
a  three-year  horizon.  Match 
the  fimd  to  your  needs.  Peo- 
ple saving  for  a  home  they 
expect  to  buy  in  three  years 
can  go  out  longer  than  those 
who  need  money  to  pay  tu- 
ition next  year 

Most  important,  check  the 
holdings,  says  -Joan  Payden, 


president  of  Los  A  ^ 
bond  investment  advise 
den  &  Rygel,  which  ofi 
own  short-tei-m  fund.  T 
performer  of  the  past 
years.  Sit  U.  S.  Gover 
Securities,  keeps  66%  - 
portfolio  in  mobilei 
bonds,  which  tend  to  p, 
a  stable  income  strean, 

On  the  other  hand.^. 
agers  who  invest  in  iij 
tional  bonds  are  prone 
terest-rate  and  currendi 
Also  beware  of  bonds 
developing  countries  ' 
known  companies,  whii 
be  iffy.  And  look  out 
curities  from  the  Fi 
Home  Loan  Bank  am 
eral  National  Mortgage 
which  may  be  derivat 
struments.  (All  holdin 
listed  in  the  fund's  S( 
nual  reports.) 
PUMPED-UP  RETURNS. 
vestore  with  a  higher  r 
erance,  Sandy  Rufem 
the  Janus  Short  Tenr 
Fund  uses  junk  boil 
pump  up  returns  and 
out  volatility  in  the  Tr 
market.  All  investors 
make  siu-e  the  fund's 
five  position  isn't  a  bet' 
terest-rate  direction 
have  questions  about  Aj; 
rivatives  you  spot,  c  i 
portfolio  manager  for 
planation.  Rating  gi'oup  ~ 
as  Morningstar  and 
Line,  also  provide 
analysis  of  each  fund. 

Performance  durir 
torical  bear  markets 
other  benchmark.  But 
results  matter,  too. 
fund's  yield  is  signif, 
higher  than  average,  i 
six-month  report  ar 
what  investments  i 
there,"  Payden  advises 
short-term  bond 
promise  a  better  rewa)| 
money  markets,  invesl| 
terested  in  avoiding 
1994  should  be  sui-e  tli| 
are  in  check.  Nanette 


Make  sure  the  fund  isn't  usij 
derivatives  to  bet  on  the 
direction  of  interest  raten 
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siness  Week  Index 


UCTION  INDEX 


from  last  week  0 
from  last  year:  2.6% 


PRODUCTION  INDICATORS 


PRODUCTION  INDEX 

Apr.  13=125,4 
1992=100 


Aug.  Dec  Apr. 

1995  1995  1996 

x  is  a  4-week  moving  average 

luction  index  edged  up  slightly  in  the  week  ended  Apr.  13.  Before 
on  of  the  four-week  moving  average,  the  index  increased  a  bit  to 
rom  126.3.  Seasonally  adjusted  output  gains  in  trucks,  lumber,  and 
ht  traffic  offset  declines  in  the  production  of  autos  and  electric 
lata  on  paper  and  paperboard  were  unavailable  for  the  latest  week, 
ing  index  will  be  unavailable  for  an  indefinite  period. 

on  index  copyngiit  1996  by  The  McGraw-Hill  Companies 


ING  INDICATORS 


PRICES  (4/19)  S&P  500 

LATEST 
WEEK 

645.07 

WEEK 
AGO 

636.71 

YEARLY 
%  CHG 

27.5 

ATE  BOND  YIELD.  Aaa  (4/19) 

7.67% 

7.77% 

-4.4 

RIAL  MATERIALS  PRICES  (4/19) 

110.4 

110.3 

-3.9 

SS  FAILURES  (4/i2) 

NA 

NA 

NA 

JTATE  LOANS  (4/i0)  billions 

$508.5 

$506.7 

7.6 

SUPPLY.  M2  (4/8)  billions 

NA 

NA 

NA 

CLAIMS.  UNEMPLOYMENT  (4/6)  ttio 

js.  350 

347 

1.7 

standard  &  Poor's.  Moody's.  Journal  of  Commerce  (index.  1990=100),  Dun 
eet  (failures  of  large  companies).  Federal  Reserve,  Labor  Dept. 

^ESTRATES 

L  FUNDS  (4/23) 

LATEST 
WEEK 

5.38% 

WEEK 
AGO 

5.17% 

YEAR 
AGO 

5.99% 

RCIAL  PAPER  (4/24)  3-rTionth 

5.38 

5.39 

6.09 

ICATES  OF  DEPOSIT  (4/24)  S-month 

5.34 

5.36 

6.09 

lORTGAGE  (4/19)  30-year 

8.21 

8.28 

8.49 

ABLE  MORTGAGE  (4/19)  one-year 

5.93 

5.92 

6.36 

4/24) 

8.25 

8.25 

9.00 

Federal  Reserve.  HSH  Associates,  Bloomberg  Fmancial  Markets 


LATEST 
WEEK 

WEEK 
AGO 

YEARLY 
%  CHG 

STEEL  (4/20)  thous.  of  net  tons 

2,017 

1,961# 

-0.2 

AUTOS  (4/20)  units 

129,359 

120,611r# 

1.1 

TRUCKS  (4/20)  units 

123,345 

112.694r# 

19.3 

ELECTRIC  POWER  (4/20)  millions  of  kilowatt-hrs 

55,508 

54,928# 

1.1 

CRUDE-OIL  REFINING  (4/20)  tttous.  of  bbl./day 

13,968 

14,003# 

-0.6 

COAL  (4/13)  ttious.  of  net  tons 

19,134# 

19,317 

-1.7 

PAPERBOARD  (4/13)  ttious.  of  tons 

NA# 

NA 

NA 

PAPER  (4/13)  thous.  of  tons 

NA# 

NA 

NA 

LUMBER  (4/13)  millions  of  ft. 

440.8# 

430.5 

1.5 

RAIL  FREIGHT  (4/13)  billions  of  ton-miles 

25.1# 

24.5 

4.1 

Sources:  American  Iron  &  Steel  Institute.   Ward's  Automotive  Reports.  Edison 
Institute,  American  Petroleum  Institute.  Energy  Dept.,  American  Forest  &  Pape 

Association,  WWPAi,  SFPA2,  Association  of  American  Railroads 

Electric 

r 

PRICES 

LATEST 
WEEK 

WEEK 
AGO 

YEARLY 
%  CHG 

GOLD  (4/24)  $/troy  oz. 

390.800 

391.100 

0.1 

STEEL  SCRAP  (4/23)  #1  heavy.  $/ton 

139.50 

139.50 

1.5 

COPPER  (4/20)  e/lb. 

123.8 

119.5 

-9.7 

ALUMINUM  (4/20)  c/ib 

74.8 

76.0 

-16.9 

COTTON  (4/20)  strict  low  middling  1-1/16  in.,  e/lb.  84.10 

86.10 

-20.8 

OIL  (4/23)  $/bbl. 

24.38 

24.30 

20.2 

Sources:  London  Wednesday  final  setting.  Chicago  market.  Metals 
market.  NYMEX 

Week.  Memphis 

FOREIGN  EXCHANGE 

LATEST 
WEEK 

WEEK 
AGO 

YEAR 
AGO 

JAPANESE  YEN  (4/24) 

106.74 

108.13 

84.15 

GERMAN  MARK  (4/24) 

1.52 

1.51 

1.38 

BRITISH  POUND  (4/24) 

1.51 

1.51 

1.62 

FRENCH  FRANC  (4/24) 

5.14 

5.12 

4.88 

ITALIAN  LIRA  (4/24) 

1555.2 

1575.3  1686.3 

CANADIAN  DOLLAR  (4/24) 

1.36 

1.36 

1.36 

MEXICAN  PESO  (4/24) 

7.433 

7.425 

5.900 

Sources:  Maior  tMew  York  banks  Currencies  expressed  in  units  per  U.S.  dollar, 
except  for  British  pound  in  dollars 


a  in  the  production  indicators  are  seasonally  adjusted  in  computing  the  BW  index  (chart);  other  components  (estimated  and  not  listed)  include  machinery  and  defense 
:    l=Western  Wood  Products  Assn.       2=Southern  Forest  Products  Assn.         3=Free  market  value       NA=Not  available       r=revised       NM=Not  meaningful 


E  WEEK  AHEAD 


iME  SALES 

Apr.  29,  10  a.m.EDT>-  New  homes 
n  annual  rate  of  695,000  in  March, 
m  700,000  in  February,  projects 
5ts  surveyed  by  mms  International, 
ie  McGraw-Hill  Companies. 

WENT  COSTS 

Apr.  30,  8:30  a.m.EDT>-  Compen- 
<ely  rose  0.9%  in  the  first  quarter. 

lER  CONFIDENCE 

Apr.  30,  10  a.m. EOT  >■  The  Con- 
Board's  index  of  consumer  confi- 
obably  stood  at  98.2  m  April. 


NAPM  SURVEY 

Wednesday,  May  1,  10  a.m.EDT^  The 
National  Association  of  Purchasing  Manage- 
ment's business  index  likely  rose  to  48.1% 
in  April,  from  46.9%  in  March. 

CONSTRUCTION  SPENDING 

Wednesday,  May  1,  10  a.m.EDT>-  Construc- 
tion outlays  likely  rose  0.5%  in  March, 
forecasts  the  mms  survey.  Spending  fell 
0.9%  in  February. 

GROSS  DOMESTIC  PRODUCT 

Thursday,  May  2,  8:30  a.m. edt>-  Real  gdp 
grew  at  an  annual  rate  of  1.7%  in  the  first 


quarter,  after  just  a  0.5%  advance  in  the 
fourth,  says  the  mms  median  forecast. 

EMPLOYMENT 

Friday,  May  3,  8:30  a.m. edt>-  Nonfarm 
payrolls  probably  rose  125,000  in  April,  on 
top  of  140,000  jobs  in  March.  April's  job- 
less rate  was  likely  unchanged  at  5.6%. 

PERSONAL  INCOME 

Friday,  May  3,  8:30  a.m. edt>-  Personal 
income  probably  rose  0.4%  in  March,  half 
the  gam  in  February.  Consumer  spending 
likely  edged  up  0.3%  in  March,  after  a 
1.1%  jump  in  February. 
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PICK  A  MULIWENDOR  ENVIRONMENT  g 
IN  COMPANIES  LIKE  THESE  ►  i 


WEU 
MAKE 
IT 

WORK. 


5 


With  over  17,500  specialists  worldwide,  "  < 

HP  Service  and  Support  can  make  just  .  { 

about  any  computer  environment  work  j 

better.  For  more  details,  visit  our  Web  site  j 

athttp:/Avww.hp.coin/go/4service.  \:i 

■  \ 

HP  works  on  your  side.  ; 
SYSTEMS  INTEGRATION- NETWORK  MANAGEMENT  i 


Index  to  Companies 

This  index  gives  the  starting  page  for  a  stoty  or 
feature  with  a  significant  reference  to  a  company. 
Most  subsidiaries  are  indexed  under  their  own  names. 
Companies  listed  only  in  tables  are  not  included. 


Kpt  HEWLETT^ 
mLlfM  PACKARD 
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Accredited  Investors  128 
Aerospatiale  6 
Airbus  Industrie  6, 48, 50 
Air  Canada  118 
Air  Partners  118 
Akin  Gump  128 
Alestra  54 
Alfa  54 
Alfa-Romeo  57 
American  Savings  118 
America  Online  (AOL)  10.58 
America  West  Airlines  118 
Apollo  Advisors  138 
Apple  Computer  (AAPL)  42 
Arnolds  Porter  118 
AT&T(D  6,32,34,54.57,102 

Avantel  54 
B 


Baan  131 
Bam  118 

Banamex  54 
Bancomer  54 
Bank  Julius  Baer  38 
Bausch  &  Lomb  (BOL)  47 
Bay  Networks  (BNET)  33 
Bell  Atlantic  (BEL)  6, 32, 34. 54 
BellSouth  (BLS)  131 
Bernstein  (Sanford  C)  47 
Black  Sun  Interactive  131 
Blue  Cross  &  Blue  Shield  of 
Minnesota  10 

Boeing  (BA)  36,47,48,50,131 
Bntish  Aerospace  6 
Broadview  Associates  33 
Brown  &  Williamson  Tobacco  12 
Business  Obiects  131 


Cable  &  Wireless  (CWP)  42 
Cabletron  Systems  (CS)  33 
Capital  Cities/ABC  (CCB)  47 
Cargill  136 

Cascade  Communications 
(CSCC)  33 
Castle  Rock  6 
Caterpillar  (CAT)  47 
Cessna  36 
Chrysler  (C)  50, 131 
Cisco  Systems  (CSCO)  33 
Citibank  (CCD  136 
CMG@Ventures  131 
Coca-Cola  Bottling  128 
Colony  Capital  118,136 
Comcast  (CMSCA)  32 
Compaq  Computer  (CPQ)  47 
CompuServe  (HRB)  58 
Computer  Associates  (CA)  47 
Conference  Board  145 
Continental  Airlines  (CTA)  118,136 
Coors  Brevvery  (ACCOB)  120 
Cowen  131 
CRA  120 

Credit  Lyonnais  118, 136 
Credit  Suisse  38 
CS  First  Boston  57 


Daimler  Benz  Aerospace  (DAI)  6 

Dean  Witter  24 

Dell  Computer  (DELL)  17 

Deloitte  &  Touche  100 

Detroit  Pistons  128 

Diba  42 


DICE  62 
Digimarc  62 

Digital  Equipment  (DEC)  47 
Dominion  Biosciences  95 
DRI/McGraw-HilKMHP)  24  ' 
DuPont(DD)  10,47 

E 


Electronic  Data  Systems 

(GME)  131 
Electronic  Publishing 

Resources  62 
El  Paso  Electric  (EE)  102 
Equitable  Life  Assurance  (EQ)  114 


Fiat(FIA)  57 

Fidelity  Asset  Manager  Fund 
(FASMX)  102 

Fidelity  Blue  Chip  Grovrth  Fund 
(FGBRX)  102 

Fidelity  Grov/th  Company  Fund 
(FDGRX)  102 

Fidelity  Investments  102, 114, 118 
Fidelity  Magellan  Fund 
(FIVIAGX)  102 

Fidelity  New  Millennium  Fund 
(FMILX)  102 

Fidelity  Retirement  Growth  Fund 
(FDFFX)  102 
First  Call  120 
Ford(R  24,102,120.131 
Forum  10 

France  Telecom  10,95 
Freeport-McMoRan  Copper  &  Gold 
(FCX)  120 


Gartner  Group  (GARTl  131 
GE  Capital  (GE)  136 
Gellman  Research  36 
General  Atlantic  Partners  131 
General  Dynamics  (GO)  100 
General  Electnc  (GE)  57, 100 
General  Motors  (GM)  102 
Gerard  Klauer  Mattison  120 
Gerling  Group  96 
Giga  Information  Group  42, 131 
Goldman  Sachs  24, 57 
Grand  Casinos  (GNO)  124 
GTE (GTE)  54 

H 


Hambrecht  &  Quist  (HMQT)  131 
Hams  Associates  100 
Hewlett-Packard  (HP)  47, 120, 131 
Hilton  Hotels  136 
Hitachi  120 
Hyatt  136 

I 


IBM  (IBM)  33,  62 
ILOG  131 

Independent  Cellular  Network  34 
Infosafe  Systems  62 
Intel  (INTO  120 
International  Data  131 
IRI  57 

ITT  Industries  (UN)  10 
lusacell  54 


Janus  Short  Term  Bond  Fund 
(JASBX)  142 

Jupiter  Communications  42 


Kagan  (Paul)  32 
Kennecott  120 
Knight-Ridder(KRI)  95 
Kraft  Food  (MO)  118 
Krupp  57 

L 


LearJet  36 

Lehman  Brothers  (LEH)  57 
LG  Group  42 
LHS  Communications 
Systems  131 
Liggett  Group  12 
Lockheed  Martin  (LMT)  100 
LogoAthletic  128 
Lone  Star  Industries  (LCE)  47 

M 


Mazda  24 
MCA  47 

McDonnell  Douglas  (MD)  100 
McGrav«-Hill  (MHP)  58, 145 
MCI  (MClC)  32, 54 
Mercedes-Benz  (DAI)  50 
Merrill  Lynch  (MER)  47,100,118 
Mesa  Air  (MESA)  118 
Metcalf  (Robert  J)  102 
MGM  Cinema  118, 136 
Micron  Technology  (MU)  102 
Microsoft  (MSFT)  8,33,58,120, 
131 

Mid-Atlantic  128 
Mitsubishi  35,146 
MMS  International  (MHP)  145 
Morningstar  102, 142 
Motorola  (MOT)  50,120,131 

N 


Nat  Systems  131 
NBA  128 
NEC  42,62 
Nestle  118 

Netscape  Communications 
(NSCP)  58 

Network  Managers  13! 
New  Line  Cinema  6 
NextBase  131 
Ne)a  Computer  131 
Nike(NKE)  128 
Nintendo  8 

Northern  Telecom  (NT)  131 
Northrup  Grumman  (NOC)  100 
Nynex{filYN)  6,32 


Olivetti  57 
Oracle  (ORCL)  42 


Pacific  Bell  (PAC)  42 
Pacific  Bell  Mobile  SeAJices 

(PAC)  131 
Pacific  Investment 

Management  142 
Pagemart  Nationwide  (PMNW)  34 
PaineWebber  Low  Duration  U,S 

Government  Income  Fund  142 
Parametric  Technology  10 
Panbas  European  Investment  131 
Payden&Rygel  142 
Performance  Research  128 
Phelps  Dodge (PD)  120 
Philadelphia  76ers  128 
PIMCo  Low  Duration  Fund  142 
Power  Express  17 
Putnam  Fund  for  Growth  &  Income 

ll(PGIBX)  102 
Putnam  Investments  102 


Quesfel-Orbit  95 
R 


Raytheon  (RTN)  100 


Reebok (RBK)  128 
Reed  Elsevier  95 
Release  Software  62 
RenderMorphics  131 
Revco (RXR)  47 
Rite  Aid  (RAD)  47 
RTZ(RTZ)  120 


:si 


Salomon  Brothers  (SB)  J 
Samsung  Electronics  42 
SAP  131 

SBC  Communications  (I 
131 

Seagram  (VO)  6 
Secured  Capital  136 
Shell  Oil  (RD)  96 
Sheraton  136 
Siemens  120 
Silverado  Partners  118 
Simon  &  Schuster  58 
Sit  U.S.  Government  Seci 

(SNGVX)  142 
Smith  Barney  10,114 
Southern  Peru  Copper  1 
Southwest  Airlines  (LUV) 
Sprnt(FON)  32,34 
Standard  &  Poor's  (MHP) 
StrataCom  (STRM)  33 
Stratosphere  (TOWV)  \1> 
Strong  Short-Term  Bond 

(SSTBX)  142 
Sun  Microsystems  (SUNV 
Superscape  131 
Swiss  Bank  38 
Swiss  Reinsurance  96 


SI 


Technimetrics  102 
Tele-Communications  (Tl 
Telefonica  de  Espafia  S' 
Telefonos  de  Mexico  54 
Tetris  8 
Texas  Pacific  Group  118 
3Com  (COMS)  33 
360°  Communications  C 
Tiger  Management  136 
Time  Warner  nWX)  6,3i 
TorogOR)  102 
Tngen  Energy  (TGN)  120 
Turner  Broadcasting  Sys 
fTBS.A)  6 


U 


Union  Bank  of  Switzerlai 
Uni  Storebrand  96 
Universal  Studios  6 
USAir(U)  47 


a 


Value  Line  142 
Vanguard  Group  102 
Vanguard/Primecap  Fur 
(VPMCX)  102 
Vanguard/Windsor  (VW^ 
Vanguard/Windsor  II  (Vl#'i 
Vantive  131 
Viacom  (VIA)  47 
Virgin  Group  118, 136 
Volkswagen  50 

W 


Walt  Disney  (DIS)  47, 51 
Wang  Laboratones  (WAf 
Washington  Bullets  121 
Wessels  Arnold  &  Hendf 
Westinghousa  (WX)  101 
Westin  Hotel  136 
Wind  River  Systems  (Wl 


Yankee  Group  32 
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^estment  Figures  of  the  Week 


FARY 

stocks  took  a  bit  ot  a 
ek,  as  earnings  in 
IS  as  chemicals  and 
timer  stocks  failed  to 
itations.  But  the  Nas- 
isite  Index,  buoyed  by 
igh-tech  and  small- 
,  barreled  ahead  to  a 
.  So  far  this  year  the 
s  climbed  nearly 
ipared  with  an  8.5% 
Dow  industrials  and  a 
in  the  S&P  500  index, 
n  bolsa  continued  to 
,  and  the  Nikkei  hit  a 
igh. 


STOCKS 

Apr.  Oct. 


Apr.    Apr.  18-24 


BONDS 

Apr.  Oct. 


Apr.    Apr.  18-24 


THE  DOLLAR 

Apr.  Oct. 


Apr.    Apr.  17-24 


w 

P  SiP 

f  500 

■  650.17  14/'i 


52-week  change 
+26.8% 


1-week  change 

+  1.3% 


Treasury  Inilex 


52-week  change 

+3.1% 


tt 


t  147!  06 
-  1465 


1-week  change 

-0.3% 


S2-week  change 
+9.3% 


1-week  change 

-0.1% 


ET  ANALYSIS: 


;ks 


Latest 


%  change 
Week  52-week 


;  INDUSTRIALS  5553.9 

]MPANIES  (S&P  MidCap  Index)  235.4 

IPANIES  (Russell  2000)  344.6 

iNIES  (Russell  3000)  373.3 

STOCKS  Latest 


0.1 
3.0 
2.9 
1.7 


29.2 
27.5 
30.1 
28.2 


%  change  (local  currency) 
Week  52-week 


INANCIAL  TIMES  100) 
;KEI  INDEX) 
rSE  COMPOSITE) 


3817.6 
22,282.1 
5116.3 


0.3 
2.1 
1.1 


18.3 
32.4 
19.5 


FUNDAMENTALS 

Latest 

Week  ago 

Year  ago 

90-DAY  TREASURY  BILL  YIELD 

5.13% 

4.95% 

5.82% 

3G-YEAR  TREASURY  BOND  YIELD 

6.82% 

6.80% 

7.32% 

S&P  500  DIVIDEND  YIELD 

2.17% 

2.19% 

2.50% 

S&P  500  PRICE/EARNINGS  RATIO 

19.1 

18.8 

16.3 

TECHNICAL  INDICATORS 

Latest 

Week  ago 

Reading 

S&P  500  200-day  moving  average 

604.8 

602.5 

Positive 

Stocks  above  200-day  moving  average 

63.0% 

60.0  %r 

Neutral 

Speculative  sentiment:  Put/call  ratio 

0.50 

0.63 

Negative 

Insider  sentiment:  VIckers  sell/buy  ratio 

2.40 

2.33 

Neutral 

5TRY  GROUPS 


TK  LEADERS 


BLOOMBERG  FINANCIAL  MARKETS 


%  change 


%  change 


1-month 

12-month 

Strongest  stock  in  group 

1-month 

12-month 

Price 

17.5 

67.4 

ROWAN 

25.8 

117.9 

I5V4 

15.4 

24.4 

LSI  LOGIC 

28.1 

17.1 

343/4 

8.8 

3.2 

ORYX  ENERGY 

24.0 

25.2 

16'/8 

7.8 

39.9 

STANLEY  WORKS 

11.4 

55.5 

62^/8 

7.7 

35.8 

TEKTRONIX 

16.8 

-9.2 

40'/8 

)  GAS  DRILLING 
INDUCTORS 

'LORATION  AND  PRODUCTION 

ARE  AND  TOOLS  

MENTATION  

ITH  LAGGARDS 


%  change 


%  change 


1-month 

12-month 

Weakest  stock  in  group 

1-month 

12-month 

Price 

-8.0 

6.4 

GIDDINGS  &  LEWIS 

-8.6 

18.2 

I7V8 

-7.4 

50.3 

AMGEN 

-9.4 

65.5 

56'/8 

-6.5 

3.4 

CROWN  CORK  &  SEAL 

-6.8 

8.8 

46'/4 

-6.3 

20.7 

KAUFMAN  &  BROAD  HOME 

-8.7 

15.0 

143/8 

-5.9 

6.6 

EDISON  INTERNATIONAL 

-12.0 

-2.3 

15% 

iE  TOOLS 
CARE  SERVICES 
AND  GLASS  CONTAINERS 
UILDING 
IC  COMPANIES 


AL FUNDS 


I  total  return 

% 

LAGGARDS 
Four-week  total  return 

% 

ATHON  GREATER  INDIA 

12.7 

UNITED  SERVICES  GOLD  SHARES 

-4.6 

SH  SMALL  CAP  TAX-SENSITIVE 

11.7 

DREYFUS  EDISON  ELECTRIC  INDEX 

-4.3 

R  INDIA  A 

11.7 

STEADMAN  INVESTMENT  FUND 

-4.2 

total  return 

% 

52-week  total  return 

% 

)  small  cap  equity 

;elect  equity 

v  small  capitalization 

83.1 
79.8 
76.7 

STEADMAN  TECHNOLOGY  GROWTH 
EV  MARATHON  GREATER  INDIA 
WRIGHT  EQUIFUND-JAPAN 

-18.1 
-9.7 
-8.1 

4-week  total  return 


MORNINGSTAR  INC 


Average  fund 
52-week  total  return 


IVE  PORTFOLIOS 


ounts  represent  the 
)lue  of  $10,000 
)ne  year  ago 
irtfolio 

ges  indicate 
otal  returns 


U.S.  stocks 

$12,943 

-t-1.02% 


Foreign  stocks 

$11,401 

-hi.  73% 


Treasury  bonds 

$11,231 

-0.06% 


nil 


Money  market  fund 
$10,547 

-1-0.11% 


DRI/McGRAW-HILL 


Gold 

$10,223 

-0.76% 


this  page  are  as  of  marl<et  close  Wednesday,  Apr.  24,  1996,  unless  otherwise  indi- 
5try  groups  include  S&P  500  companies  only;  performance  and  share  prices  are  as 


of  market  close  Apr.  23.  Mutual  fund  returns  are  as  of  Apr.  19.  Relative  portfolios  are  Vdlued 
as  of  Apr.  23.  A  more  detailed  explanation  of  this  page  is  available  on  request.  r=revised 
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Editorials 


END  THE  COLD  WAR  WITH  CHINA 


Who  lost  China?  The  terrible  debate  that  wracked  Amer- 
ica in  the  '50s  appears  well  on  its  way  to  returning  in 
the  '90s.  If  the  ciUTent  American  demonization  of  China  con- 
tinues, there  is  little  question  that  Beijing  will  soon  begin  to 
act  as  an  enemy.  Its  huge,  fast-growing  economy  will  be  lost 
to  the  U.  S.  as  American  exports  and  investments  are  shut 
out.  Far  worse,  a  chance  to  help  shape  the  peaceful  integra- 
tion of  a  rising  Asian  giant  into  the  world  community  will  be 
lost  as  well.  It  is  time  for  Washington  to  step  back,  stop  the 
continuous  display  of  anger  and  threats  aimed  at  Beijing, 
and  begin  a  more  reasoned  and  dispassionate  discourse  with 
the  largest  nation  in  the  world. 

Plenty  of  people  bear  responsibility  for  America's  feck- 
less China  policy.  At  the  heart  of  the  budding  anti-China 
crusade  is  a  coalition  of  Congressional  Republican  hard-liners, 
economic  nationalists,  liberal  human-rights  advocates,  and 
old  cold  warriors  who  see  a  rising  China  potentially  as  dan- 
gerous as  the  Soviet  Union.  The  flash  point  is  the  June  3  re- 
view on  granting  China  most-favored-nation  trade  status. 
But  the  issue  of  how  the  U.  S.  should  deal  with  China  extends 
far  beyond  mfn. 

Unfortunately,  Beijing,  in  its  thuggish  attempt  to  influ- 
ence Taiwan's  first  democratic  Presidential  election,  is  playing 
into  the  hands  of  the  anti-China  clique  in  Washington.  It 
also  reinforces  the  coahtion  of  economic  nationalists,  the  mil- 
itary, and  old  Russian-trained  cold  warriors  inside  China 
who  are  just  as  comfortable  demonizing  the  U.S.  as  theii" 
American  counterparts  are  in  portraying  China  as  an  enemy. 

But  are  the  actual  sins  of  China  so  gi'ave  that  it  should  be 
shunned  as  an  international  pariah?  We  think  not.  Here  is  the 
usual  litany  of  complaints:  China  is  helping  Pakistan  develop 
nuclear  weapons.  Well,  yes — but  Pakistan,  an  American  ally, 
is  only  responding  to  India's  lead  in  creating  a  nuclear-tipped 


missile  arsenal.  China  is  a  dictatorship.  Sure,  but  not  ne 
as  dictatorial  as  Syria,  which  Washington  courts  as  a  Mi 
East  player,  or  as  ruthless  as  Russia  in  Chechnya.  C: 
threatens  Taiwan,  a  market  democracy.  Absolutely  tn 
but  both  Taiwan  and  China  do  agree  on  a  one-China  polic 
eventual  reunification.  China  is  a  pii'ate  of  music  and  softv 
0.  K.,  but  so  are  Mexico  and  India.  China  is  running  a 
trade  surplus  with  the  U.  S.  Yes,  but  Japan's  surplus  is 
higher.  In  fact,  the  Chinese  say  that  the  numbers  are  infl; 
and  they're  right.  Half  of  what  the  U.  S.  exports  to  I 
Kong  is  reexported  to  China  but  not  reported.  The  real 
trade  deficit  with  China  is  billions  of  dollai"s  lower  than  th 
ficial  statistics. 

Enough.  The  faiku-e  of  Washington  to  establish  a  long-i 
strategic  relationship  with  China  focusing  on  peace  and  ] 
perity  in  the  Pacific  Basin  may  turn  out  to  be  the  ultimatt[l 
eign-policy  tragedy  of  oui*  time.  What  is  needed  is  an  ove ! 
ing  strategy  that  involves  constant  personal  summitry  betv 
American  and  Chinese  national  leaders,  direct  security  i  j 
tiations  over  Asian  hot  spots,  and  integration  of  China  int 
global  economic  system.  A  modicum  of  mutual  res" 
wouldn't  hurt  either.  What  did  China  receive  for  helpir 
defuse  the  most  important  crisis  in  Asia  today — North  Kc 
meltdown — by  abandoning  its  old  ally?  It  got  a  fly-ove 
President  Clinton  as  he  traveled  between  Tokyo  and  Moi 

China  is  clearly  not  without  sin  as  it  makes  the  ti-ansiti 
big-power  status.  But  the  U.  S.  reaction  to  the  changing  i 
in  Asia  must  be  balanced,  rational,  and  thoughtful.  U.  S.  i 
of  promoting  economic  growth  in  Taiwan  and  South  i 
paved  the  way  for  then-  transition  to  democracy.  The  pri 
took  many  decades.  The  same  long-term  strategy  should  ii 
to  China.  If  China  is  lost,  it  will  be  thanks  to  those  on 
sides  who  prefer  demonization  to  discussion. 


BULLYING  DOESN'T  BECOME  MITSUBISHI 


Mitsubishi  Motor  Manufacturing  of  America  Inc.  has  run 
amok.  Its  bullying  tactics  in  response  to  a  sexual-ha- 
rassment suit  brought  by  the  Equal  Employment  Opportunity 
Commission  on  Apr  9  are  beyond  the  pale.  No  one  knows  the 
merits  of  the  suit  yet,  but  the  company's  conduct  has  al- 
ready sullied  its  reputation.  It  is  time  for  top  management  to 
begin  to  act  with  some  degi'ee  of  decorum  and  decency. 

Rather  than  calmly  foUow  the  prescribed  judicial  process, 
Mitsubishi  management  pressured  its  employees  to  participate 
in  a  public  denimciation  of  the  merits  of  the  suit.  Management 
told  workers  that  the  suit  thi'eatened  their  jobs,  organized 
phone  banks  at  the  plant  for  them  to  call  their*  legislators,  and 
gave  a  paid  holiday  to  3,000  workers  to  picket  in  front  of  the 
EEOC's  Chicago  office.  The  company  posted  sign-up  sheets  for 
the  march,  identifying  those  who  went  and  those  who  didn't. 


The  EEOC  lawsuit  is  one  of  the  largest  sexual-harass 
cases  ever  It  alleges  a  widespread  pattern  of  harassmen 
intimidation  of  nearly  500  former  and  cuiTent  female  en 
ees  at  the  Normal  (lU.)  Mitsubishi  plant.  The  companj 
faces  a  civil  lawsuit  filed  in  1994  by  29  women  who  i 
they  were  sexually  harassed.  Management  denies  their  cl;i 

What  cannot  be  denied  is  that  the  company  has  creat 
angry,  thi'eatening  atmosphere  against  the  plaintiffs.  Ma 
them  still  work  on  the  Une.  Responsible  companies  go  ( 
their  way  to  institute  policies  that  reassure  women  the  ' 
get  a  fair  and  safe  heainng  on  any  complaint,  including 
sexual  harassment.  Mitsubishi  management  has  failed  to 
Neither  the  company's  Japanese  chief  executive,  nor  tc* 
ecutives  at  its  Japanese  parent  in  Tokyo  have  pubhcly* 
mented.  It  is  time  for  them  to  act  responsibly. 
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le  SAS  System  Helps  Monitor 
le  Pulse  of  Patient  Satisfaction 


ls  more-  and  moiv  lu'ullli  rare 
xlers  ofler  similar  sei  vices  al  com- 
jle  |)iife.s.  palieiil  salisfactioii  is 
)ec()miiig  the  new  basis  u\  lompc- 
I.  To  hel|)  monitor  liou  patients 
;ive  the  (|nalitv  of  the  eare  they 
ve.  hiternionntain  Heahh  Care 
)  is  turnin^i^  to  the  S\SS\steiii 
(iwai'e. 

The  SAS  System  lias  eiiahled  lis 
"velo|)  a  niii(|ne  reporting  s\stem 
includes  all  the  inlormation 
irecl  l)V  our  front-line  mana;ners 
administrators  —  in  a  lorinat  that 
s  for  them."  says  Glen  MeBride. 
s  manaji;er  ol  strate<^ie  research. 

ast.  Effective  Remedy  for 
ry  Reporting  Need 

'We  needed  a  rejiorlino;  system 
could  get  rele\ant.  eas\-lo- 
srstand  patient  feedhack  into  the 
I  hands  in  an  ellicienl.  linicK 
ner,"  says  Sarah  Luker.  research 
ciate  at  IH(^  (pictured  ahoxc). 
?  SAS  System  was  the  on  I  v  softuaiv 
i'm  that  came  close  to  meeting 
com|)le\  reporting  lu-eds." 


Since  IIIC  seiAes  almost  a  million 
patients  even  vear.  that's  a  lot  ol 
leedhack.  "W  itii  the  SAS  System,  we 
generate  luiiidieds  ol  uni(|iic  reports 
e-ach  month."  adds  Mclhide.  \l  a 
glance,  managers  can  see  how  patients 
perceixe  the  (|ualit\  ol  various  aspects 
of  ihe  hospital  exjieiience.  such  as 
admitting  procediucs.  nursing  care, 
anil  phvsician  care." 

.4  Iledhliy  Dose  ttf  Relevant 
Consumer  Data 

"This  valuahle  month-to-moiith 
leedliack  enables  us  to  make  (ij)j)rn- 
pridte  changes  to  the  care  \\c  |  >ro\  i(  le." 
Mciiride  explains.  "And  that  hel|)s 
us  to  offer  the  best  possible  care  to 
patients  who  v  isit  our  2.')  hospilals  in 
I  tall.  Wvoining.  and  Idaho." 

I  lav  ing  iniplemented  such  a 
successful  reporting  svslcm  lor  IHC 
hospitals,  what's  nesiy  Lukcr  savs. 
"P)ecause  of  its  flexibility,  we'll  soon 
be  using  the  S  \S  System  to  piov  idc 
valuable  ciislomer  Icedback  to 
cmplovecs  across  all  llircc  lIKi 
divisions  —  the  hospital.  health 
insnraiice.  and  phvsician  groups." 


To  l•t'<■<■i^«■  a  SAS  Svstnii  F\<•«•llti^  r 
SllllUllal•^.  '^\\v  us  a  call  or  send  ii« 
K-iiiail  at  l^^*@sas.sas.<•<•lll 


ll'o&^S' System 


//If 


^  \S  lll-hhllr 

11  'l|')-(,77-,",:^IHI 

I  j\  'i|'i-i,T7-  I  II  I 

I  l,'l  lilli.7/HUU,^....<nin/ 


S  \^  I-  .1  Mv^l^li'l.-d  ll.l.l,'lii;llk  III  S  \^  lllsl  ■  liM 
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Because  of  Dodge  Iiitrepid's 
cab-fonvard  design,  you  won't  find 
the  windshield  in  the 
usual  place.  Its 
leading  edge  is 
moved  fonvard 
and  down,  to 
enhance  visibility 
and  aerodynai nics. 

The  wheels  are  pushed  toward 
the  corners,  for  greater  stability  and 
increased  interior  room. 

And  this  year  many  features  that 
were  options  are  standard.  So  now 
the  price  of  a  well-equipped  Intrepid 
may  be  lower  than  you'd  expect. . . 
while  resale  value  is  higher  than 
Taurus,  Lumina,  Camry  and  even 
car  in  its  class.^ 
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Microsoft  Office.  Leading  applications 

designed  for  Windows  95. 

Our  goal  is  to  help  you  work  and  move  faster  in  a  world  of 
bigger  competitors.  Microsoft*  Word,  part  of  the  Microsoft 
Office  suite  of  programs  designed  for  Windows*  95,  is  the  first 
step.  It's  a  word  processor  that  removes  the  barriers  between 
you  and  your  work,  enhancing  the  potential  of  your  software. 

Simple,  everyday  tasks  now  happen  automatically.  Spell- 
checking  and  formatting  happen  on  the  fly,  with  no  secret 
commands  hiding  their  capabilities.  Complex  tasks  are  made 
simple.  The  TipWizard®  assistant  recognizes  when  you're 
doing  something  the  long  way,  and  shows  you  a  simpler, 
faster  way  to  do  it.  And  if  you're  switching  from  WordPerfect  ~ 
to  Microsoft  Word,  special  support  and  tools  makes  the 
transition  fast  and  fluid.  Built-in  file  conversions  allow  you 
to  easily  transfer  your  old  word  processing  files  into  Word, 
while  online  help  for  WordPerfect  users  helps  you  make  the 
change  with  limited  downtime.  You  and  your  people  spend 
less  time  working  around  the  software,  more  time  working 
on  the  business  at  hand. 

This  is  Microsoft  Word  for  Windows  95.  Using  the  power  and 


This  IS  Microsoft  Word  for  Windows  95.  Using  the  power  and 
simplicity  of  the  Windows  95  operating  system  to  access  your 
software's  full  pptential.. To  achieve  your  company's  full  potential. 


Office 


WOtd 

.jesignedftx  Windows  95 


No  obstacles  between  you  and  your  softwar 

w  when  you  have  a  question  about  how  to  do  something,  just  ask  t 
w  do  I  print  an  address  on  an  envelope?  Type  it  in  using  your  own  words  and 
the  Answer  Wizard  walks  you  through  the  process  (IntelliSense™  technology  in 
action).  You  don't  have  to  rely  on  a  computer  expert  to  show  you  how.  You  don't 
have  to  spend  a  month's  income  on  training  and  support.  Instead,  the  people  in 
r  company  can  find  the  answers  themselves. 


•  No  barriers  between  you  and  your  customers. 

/     Use  the  new  Internet  Assistant  for  Microsoft  Word  to  create  home 
pages  on  the  World  Wide  Web.  (Just  download  the  tools  from  our 
Web  site.)  Save  a  document  in  HTML  format  and  It's  ready  to  post  to 
the  Web  where  current  clients  and  new  customers  can  find  it.  You 
can  even  use  Microsoft  Word  to  create  your  e-mail  or  Internet 
messages  with  WordMail.  And  send  your  message  without  ever 
leaving  the  program.' Inside  your  company  and  out,  it's  now  easier  for 
you  to  share  your  ideas  and  stay  connected  with  your  customers 


yo 


and  your  wo 


•  Make  the  move  to  working  with  fewer  obstacles. 

^         oft  solutions  foryour  small  business,  go  to  httpV/www.mlcrosoft.com/smallbiz 
And,  ,f  you  re  thinking  about  moving  from  WordPerfect,  go  to  http://www.microsoft.oom/switch.' 

Microsoft 

WHERE  DO  YOa  WANT  TO  GO  TODAYf  I 
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Up  Front 


TALK  SHOW  Ul  don't  want  to . . ,  appear  to  be  trying  to  tinkei 
with  the  market. "  —  Energy  Secretary  Hazel  O'Leary  Apr  29, 
before  a  White  House  order  to  tap  the  Strategic  Petroleum  Reserve 

t 'This  is  an  almost  elegant  idea.''  —  O'Leary,  Apr  30,  after  the 
order  She  says  her  first  statement  refers  to  doing  it  in  future  years 


COMPAQ  VS.  SUN: 
THE  SEQUEL 

COMPAQ   COMPUTER  CHIEF 

Executive  Eekhard  Pfeiffer 
is  primed  for  another  bout 
with  Sun  Microsystems.  The 
two  already  compete  in  the 
Internet-server  arena.  Now, 
Houston-based  Compaq 
plans  to  enter  the  lucrative 
market  for  workstations, 
which  Sun  dominates. 

Pfeiffer  no  doubt  is  eyeing 
the  45%-plus  gross  profit  mai'- 
gins  on  the  powerful,  pricey 
($6,000-plus)  machines.  His 
are  due  out  this  fall.  Margins 
for  Compaq's  main  business, 
manufacturing  PCs,  are  less 


WORKSTATION:  Cutiipaq  is 
going  after  fatter  margins 

than  half  that.  Like  PCs,  sales 
of  workstations — used  for 
computer-aided  design  and 
scientific  computing — are 
growing  about  20%  annually. 


In  1995,  Sun  made  35%  of 
all  units  bought,  followed  by 
Hewlett-Packard,  ibm,  and 
Silicon  Graphics.  Pfeifier,  who 
years  ago  stole  the  No.  1  PC 
sales  ranking  from  ibm  by 
cutting  costs  and  boosting 
volume,  has  a  similar  strate- 
gy now.  He  plans  to  leverage 
technology  from  Compaq's 
servers  and  enlist  brand- 
name  components — namely 
Intel's  Pentium  Pro  micro- 
processor and  Microsoft's 
Windows  NT  softwai-e — where 
Sun  designs  its  own. 

Pfeiffer's  use  of  off-the- 
shelf  chips  and  software 
gives  Sun  ceo  Scott  McNealy 
another  chance  to  scoff  at 
Compaq,  which  he  has  long 
called  a  mere  repackager  of 
technology  rather  than  an 
innovator.  Gary  McWilliams 


CAPITAL  OFFENSES 


SOMETHING  SMELLS  FUNNY  AT  ENERGY 


THE  ENEROY  DEPT.'S  CLAIMS 

of  success  in  creating  energy 
and  conservation  technologies 
are  mostly  hot  ah'.  So  say  an- 
alysts from  Congi'ess'  Gener- 
al Accounting  Office,  who 
picked  apart  an  Energy  re- 
port crowing  about  vast  eco- 
nomic benefits  fi"om  61  of  its 
R&D  programs.  In  a  sample 
of  15  programs,  they  spotted 
eri'ors  in  11,  ranging  from 
misstatements  to  math  flubs. 

Example:  A  new  method 
Energy  says  can  boost  nat- 
ural gas  production  by  a  huge 
$20  million  per  well  during  a 
small  well's  tyi^ical  seven-year 
lifetime.  The  average  small 


well  pumps  only  about 
$300,000.  The  GAo'says  the 
agency  miscalcu- 
lated big  time: 
The  actual  ^ 
benefit  is  onlv  ^^'A^iS^' 
Kn  as  much,  "(11  X^*^ 
$216,000  to 
$294,000  a  well. 
Besides,  the  (;ao 
adds,  the  process 
was  developed 
and  patented  in 
Canada. 

The  political 
stakes  are  high,  since 
Hill  RepubUeans  want  to  zero 
out  the  agency's  $1  billion 
R&D  budget  for  energy-sav- 


ing. The  report  the  nonparti- 
san gao  skewered  was  writ- 
ten to  blunt  GOP  criticism. 
Energy  official  Joseph  Romm 
admits  they  made  a  few  er- 
rors but  deems  the  overall 
message  correct  and 
says  the  gao  made 
mistakes  in  its  as- 
sessment, too.  He 
says  two  gov- 
eniment-funded 
innovations  the 
GAO  didn't  chal- 
lenge— energy- 
saving  software 
for  buildings  and 
more  efficient  re- 
frigerators— have 
saved  the  economy 
$7.9  billion  since  1980,  ex- 
ceeding the  total  energy-sav- 
ing R&D  payout.  John  Carey 


l-WAY  PATROL 


DIGITAL  IS  SPINNING 
NEW  WEB  PLANS 


DIGITAL   EQUIPMENT  PLAN 

a  major  expansion  of  its  ver 
ture  into  cyberspace.  On  Ma; 
7,  the  company  will  launch  a: 
Internet  software  divisio 
aimed  at  selling  to  corporat 
users. 

Six  months  ago,  mentiori 
ing  DEC  and  the  Internet  i: 
the  same  breath  would  hav 
seemed  a  stretch.  But  Digi 
tal's  superfast  Alta  Vista  In 
ternet  search  engine,  whicl 
premiered  Dec.  15,  put  th 
computer  maker  on  the  cy 
bermap — at  www.digital.corr 
The  Web  site  draws  over 
million  hits 
daily. 

Digital 

now  plans  to  license  the  Alt; 
Vista  technology  to  compa 
nies  seeking  to  index  infor 
mation  for  quick  user  access 
Digital  says  it  has  no  plans  t( 
spin  off  Alta  Vista  and  wil 
keep  offering  its  Web  site  in 
definitely.  Other  Web-searcl 
sites  have  been  the  basis  foi 
hot  startups  such  as  Yahoo! 

Digital  already  sells  Inter 
net  secuiity  software  to  com 
panies,  including  a  "fti-ewall' 
to  keep  out  intruders  anc 
"tunneling"  software  to  se 
cure  the  link  between  a  com 
pany's  internal  network  anc 
customers.  But  Net  software 
still  is  a  tiny  fraction  of  dec's 
$1  billion  software  business 
and  DEC  execs  say  it  won' 
add  to  the  bottom  line  for  a1 
least  a  year.    Paul  C.  Judgt 


FAT  WALLETS 

UNENDING 
S&L  FOLLIES 

BANK  REGULATORS 

are  cracking  down 
on  CEO  pay.  It 
seems  a  Robert 
Bass-led  group 
bought  a  busted  s&:,  and  lat- 
er, with  the  Federal  Deposit 
Insui'ance  Coi"p.  as  a  partner. 


generous 


paid  a  guy  handsomely  to  sell 
off  some  bad  assets.  Now,  the 
FDic  wants  back  some  of  the 
$2.6  million  in  bonuses  paid 
him  since  1993. 

The  fracas  stems  from  the 
1988  government-assisted 
takeover  of  American  Sav- 
ings &  Loan  Assn.  of  Stock- 
ton, Calif.,  by  Fort  Worth  fi- 
nancier Bass's  investor  giTjup. 
As  part  of  the  deal,  $22  bil- 
lion in  bad  loans  and  fore- 


closed property  were  moved 
into  a  separate  entity  so  the 
thrift  could  thrive.  Bass  end- 
ed up  making  a  kilhng  on  his 
$500  million  initial  invest- 
ment— and  netting  a  lot  of 
criticism.  Result:  In  1993,  the 
feds  made  him  pump  $130 
million  into  the  bad-asset  en- 
tity and  cut  them  in  on  sales 
proceeds.  The  feds  haven't 
done  shabbily  since,  netting 
a  $320  million  profit.  (The 


Bass  group  got  $80  miUion 
Now,  though,  the  fdic  is 
questioning  whether  the  in^ 
centive  bonuses  paid  tc 
Robert  Gidel,  Bass's  top  per- 
son for  the  asset  sales,  art 
out  of  line.  They  have  sub 
mitted  the  matter  to  a  three- 
member  arbitration  panel 
Says  a  Bass  spokesman: 
"Gidel's  compensation  was  fair 
in  light  of  the  performance 
achieved."        Amy  Barrett 
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food  for  thought 


Take  heart  in  the  power 
of  vitamin  E. 

A  recent  British  study  concluded  that  a  dime's  worth  of 
vitamin  E  from  natural  sources  seems  to  reduce  heart  attacks  by 
75%  when  taken  daily  by  people  with  bad  hearts. 

Heart  disease  is  our  nation's  leading  killer,  and  based  on 
this  study  there  has  never  been  an  easier,  or  more  economical 
way  to  reduce  the  risk  of  heart  attacks  than  by  taking  a  daily 
dose  of  natural  vitamin  E. 

As  the  world's  largest  natural  vitamin  E  producer,  ADM 
has  the  capacity  to  supply  170  million  people  with  the  current 
recommended  daily  allowance  of  vitamin  E.  We're  proud  of  our 
role  in  helping  people  fight  heart  disease,  and  that's  something 
you  can  take  to  heart. 

ADM 


Supermarket  to  the  world 


Up  Front 


CONSUMER  WATCH 


THE  BEEF  ABOUT  MARROW 


NEW   MACHINES   TRIM  LOTS 

more  meat  from  bones,  mak- 
ing extra  money  for  meat 
processors.  One  pi'oblem: 
They  may  also  extract  some 
bone  marrow.  As 
much  as  40%  of 
what's  produced 
by  some  machines 
for  burgers  and 
beef  hot  dogs  is 
marrow,  says  a  v 
University  of 
Nebraska  study. 

Final  trimming, 
once  done  manually,  CALCIUM 
increasingly  occurs 
in  piston-driven  pressure  de- 
vices that  remove  the  flesh — 
and  often  maiTow.  Last  year, 
the  Agriculture  Dept.  ex- 
tended its  meat  definition  to 
include  this  machine-made  va- 
riety. Consumer  advocates' 
point  out  that  marrow  has 


THE  BIG  P 

:ture 

higher  cholesterol  than  meat, 
so  it's  a  health  w^ony  for  un- 
knowing eaters.  They  also 
say  that  labeling  the  machine- 
generated  product  as  meat 
misleads  buyers. 

Federal  rules 
only  say  that  meat 
can't  contain  more 
than  0.15%  calci- 
um, which  indi- 
cates bone  mat- 
ter's presence. 
The  National  Con- 
sumers League  and 
BURGER     its  allies  complain 
that  the  feds  aren't 
enforcing  their  rules.  The 
USDA  says  it's  studying  an  ap- 
propriate response. 

Cargill,  one  of  the  outfits 
using  the  new  method,  says 
the  product  has  hardly  any 
bone  marrow.  It  claims  the 
Nebraska  study  used  data 
from  earlier-generation  ma- 
chines no  longer  in  use.  Since 
no  studies  exist  using  the 
newest  machines,  say  con- 
sumer gi'oups,  who  knows 
what  the  marrow  content  is 
now?  John  Carey 


RUMINATING  I 
AT  THE  TOP  I 

CEOs  today  report 
they've  grown  more 
introverted  during  the 
past  five  years  Chief 
reason,  say  the  re- 
searchers who  d'd 
this  survey:  the  i 
creasing  pressurr 
carry  out  unpopu! 
cost-cutting  progr 


DRAWN  &  QUARTERED 


I'VE  GOT  GOOD  mS 
AMD  BAD  mS... 
THE  GOOD  NEWS  S 
FOUR  Of  YOU  WILL 
GET  A  RAISE  TO 
$5.15  PER  HOUR. 
THE  BAD 
15  ONE  OF  YOU 
15  FIREP... 


THE  LONG  ARM 

STALKER,  KEEP 
YOUR  DISTANCE 

here's  a  way  to  thwart 
abusive  boyfriends  and  ex- 
husbands  or  other  violent  of- 
fenders: an  electronic  moni- 
toring device  that  warns 
victims  of  their  approach. 
Pei-petrators  under  coml  or- 
der to  stay  away  fi"om  their 
victims  must  strap  this  de- 
Nice,  called  a  Jui-isMonitor,  to 
theii"  ankles. 

JurisMonitor,  made  by  Bi 
Inc.  in  Boulder,  Colo.,  was  in- 
spired by  Bi's  house-arrest 
system,  which  oversees  peo- 
ple serving  out  their  sen- 


PERCENT  OF  CEOS 
WHO  CALL  THEMSELVES 
MORE  INTROVERTED  THAN 
THE  AVERAGE  EXECUTIVE 


'91  '92  '93  '94  '95 
DATA:  HAGBER6  CONSULTING  GROUP 
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RANK  AND  FILE 

WORLD'S  SWEETEST 
PAY  SLIP:  KAPUTl 

THE  RICH  PAY  PACKAGES  OF 

German  labor  are  the  envy 
of  workers  everywhere.  But 
lately,  Gennany's 
Luiions  ai"e  agree- 
ing to  smaller  in- 
creases. Reason: 
The  jobless  rate, 
at  11%,  is  near 
the  record,  and 
the  unions  fear 
that  hefty  hikes 
may  eliminate 
more  jobs.  Aver- 
age hourly  wage 
costs  ($29!30)  ai-e 
the  highest  in 
the  world,  says  the  Gemian 
Enterprise  Institute. 

Chemical,  construction,  and 
ertile  unions  representing  L6 


SHRINKING  PAY  HIKES 
IN  GERMANY 


0  I      I  I  I  '  I 

■91  '92  '93  '94  '95  '96 
▲  PERCENT  EST 

DATA:  INSTITUTE  FOR  WORLD  ECONOMICS.  BW 


million  workers  have  recently 
assented  to  raises  of  only 
1.5%  to  2%.  That's  way  be- 
lov.'  the  deals  they  sti'uck  in 
1995.  The  imions  want  job  se- 
cmity  in  retiuTi.  In  the  hai'd- 
hit  chemical  industry,  which 
has  lost  one-sixth  of  its  work- 
ers since  1991, 
the  union  agi-eed 
to  a  2%  raise 
if  management 
pledged  to  main- 
tain the  head 
count,  starting 
July  1. 

It's  still  too 
soon  to  declare 
success  in  lower- 
ing costs.  Work- 
ers are  already 
grumbling  about 
skimpy  increases,  so  there's 
a  chance  unions  will  demand 
fatter  raises  as  the  economy 
picks  up.      David  Woodmff 


tences  at  home,  usually  fo| 
minor  crimes.  Along  with 
anlde  bracelet,  JurisMonitc 
includes  a  receiver  installel 
inside  the  dwelling  of  th| 
person  to  be  protected. 

If  the  wearer  gets  tol 
close,  a  radio  signal  sets  off  [ 
loud  alarm  and  also  notifie 
Bi,  w^hich  calls  the  pohce. 
addition,  a  microphone  in  thl 
receiver  automatically  goel 
on  to  record  a  break-in,  frghf 
or  anv  other  disturbance 


There's  also  an  alami  the  vie 
tim  can  use  to  alert  the  cop 
if  the  bad  guy  removes  hi 
bracelet  and  sneaks  up. 
First  put  on  the  market  ii 

1992,  JiuisMonitor  is  increas 
ingly  employed  by  courts  i) 
cases  involving  stalking  am 
domestic  violence.  Cost:  $• 
rental  per  day,  w^hich  th 
wearers  pay. 

So  far,  32  communities  ii 
17  states  have  started  usinj 
the  monitoring  device.  Ii 
three  years,  for  instance 
judges  in  Dover,  N.  H.,  hav 
ordered  29  men  and  1  w'omai 
to  wear  the  bracelet.  Sinc< 

1993,  says  Dover  prosecutinj 
attorney  George  Wattendori 
only  two  men  have  failed  t( 
keep  then-  distance— and  botl 
were  arrested.  Satidra  Dalla. 


FOOTNOTES  Men  polled  who  1     ■  he  bull  market  will  continue  for  the  next  7  to  12  months:  40%;  women:  23% 
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C^lmrcliill  wrule  alxiut  tlie  Lest. 
So  Jicl  Motor  Trent):  "CKevj'  Talioe  is  a  class  act. 
"A  virtue-packed  macliine  tliat  delivers  a  unique  Kundle  of  attrilnites."  Its  Vortec  engine  kas 
"Power  to  spare.    And  '"^ou  can  taloe  it  all  witk  you. 

lougli  it  s  a  kig  veliicle,  it  s  easy  to  drive 
on  twisty  roads.    "Will  take  all  you  can  disli  out  and  tlien  ask  for  more.    "It  forges  out 
a  new  nicKe.    We  coiddn  t  liave  said  it  Letter  ourselves. 


Chevy  Tahoe 

LIKE  A  ROCK 


"Will  a  14-year-old  "■ 

sociopath 

bring  my  company  ^^^^ 
to  its  knees?" 


Jit  can  keep  vou  up  at  night,  the 
1         ^        r  '  -111 
thought  oi  some  wily  hacker, 

worse,  a  paid  professional,  creeping  through 

ur  company's  most  valuable  information. 

it  if  you  keep  your  network  sealed  tight  to  avoid 

3  Information  Superhighwaymen,  you  11  miss 

t  on  all  the  resources  and  opportunities  the 

ternet  has  to  offer. 

There  are  other  issues.  What  sort  of 
cess  should  your  employees  have  to  the  Net? 
)w  do  you  control  it?  What  about  viruses? 
hat  happens  to  e-mail,  transaction  orders,  legal 
cuments  and  electronic  funds  once  they've 
t  your  secure  enclave? 

At  IBM,  some  of  our  smartest  people  are 
)rking  on  the  problem  of  inibrmat  ion  security, 
le  group  consists  of  "ethical  hackers"  who  try 
break  into  your  system  and  reveal  the  cracks 
your  armor. 

Once  we  know  your  vulnerabilities,  we 
ect  multilayered  firewalls  and  install  the  latest 
IM  Antivirus  protection  software  from  our  labs, 
id,  in  the  event  of  a  break-in,  an  Emergency 


Response  Security  Team  is  standing  by  around 
the  clock  to  detect  it,  contain  it  and  stop  it  from 
happening  again. 

If  you're  just  starting  to  build  your  own 
network,  the  IBM  Global  Network  gives  you 
the  security  and  Internet  access  you  need,  from 
Turkey  to  Thailand  and  43  other  countries 
around  the  world. 

Every  day,  more  people  and  more  infor- 
mation make  the  world  of  networked  computing 
a  place  of  incredible  opportunity  and  trans- 
formation. All  the  minds  and  resources  of 
IBM  are  committed  to  helping  you  get  from  here 
to  there.  Safely. 

Stop  by  www.ibm.cotn  or  call 
1  8()()  IBM-7080,  ext.  G204,  for  our  free  16-page 
booklet  highlighting  how  IBM  can  help  your 
business  thrive  over  the  Internet.  We'll  also  send 
you  our  brochure  on  the  IBM  SecureWay™  family 
of  products  and  services. 


Solutions  for  a  smaU  planet 


jecureWay  and  Solutions  for  a  small  planet  are  trademarks  of  IBM  Corp  ©  1996  tBIVl  Corp 
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WE  ARE 
DEEPLY  HONORED 

The  National  Magazine  Award  for  General  Ex- 
cellence is  the  highest  honor  a  magazine  can 
win.  It  is  the  Pulitzer  Prize  of  our  business. 
On  Apr.  23,  business  week  received  the  award 
for  magazines  with  circulations  over  1  milHon — 
the  second  time  in  three  years  we  have  won  it. 
Two  days  later,  we  got  the  Overseas  Press  Club's 
prize  for  the  best  business  reporting  from  abroad 
in  magazines.  We  are  deeply  honored. 

For  the  general  excellence  award,  the  judges 
cited  thi'ee  issues: 

"Bhnd  Ambition"  (Oct.  23,  1995)  was  an  inves- 
tigative report  of  wrongdoing  at  Bausch  &  Lomb 
Inc.  Two  months  later,  CEO  David  E.  Gill  told  the 
B&L  board  he  would  take  early  retirement. 

The  stoiy  on  Bankers  Trust  Co.  (Oct.  16,  1995) 
detailed  the  inner 
workings  of  a  group  at 
BT  that  sold  derivatives 
to  corporate  clients,  in- 
cluding Procter  &  Gam- 
ble Co.  After  p&g  sued 
BT  for  fraud,  business 
WEEK  was  prevented 
from  pubUshing  the  sto- 
ry for  thi-ee  weeks  by  a 
federal  judge.  Ultimate- 
ly, in  a  major  First  Amendment  case,  a  federal 
appeals  court  vindicated  the  magazine,  declaring 
the  judge's  order  unconstitutional. 

"The  Software  Revolution"  (Dec.  4,  1995)  ana- 
lyzed the  profound  changes  caused  by  the  Internet. 
The  Overseas  Press  Club  cited  us  for  "China's 
New  EUte"  (Jime  5, 
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1995)  a  look  at  the 
generation  of  leaders 
who  survived  the  Cul- 
tural Revolution  and  are  poised  to  reshape  China. 

We  are  proud  of  these  awards  and  grateful  to 
the  judges.  Far  fi-om  resting  on  our  laurels,  we 
pledge  to  you,  oui"  readers,  that  we  will  seek 
new  levels  of  excellence  in  the  weeks  ahead. 


Editor-in-Chief 
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Annualized  Total 
Return  To  Shareholders  Of  20% 
Over  The  Last  20  Years. 


®  Providing  shareholder  value 


is  one  of  American  General's 


guiding  principles. 


For  instance, 


$1,000  invested  in 


the  S&P  500  Index 


AGC 

$37,664 

S&P  500 
$15,229 


Source: 
Ihhotsori 
Associates 


75  80 


in  1975  was  worth  $15,229  in  1995. 


Over  the  same  period,  $1,000 


invested  in  American  General 


common   stock   grew  to  more 


than  $37,000  for  shareholders- 


an  annualized  total  return  of  20%. 


Headquartered  in  Houston, 


American  General  has  assets  of  $61 


90  95 


billion  and  shareholders' 


equity  of  $5.8  billion. 


W  For  over  8  million 


households,  we  provide 


retirement  annuities,  consumer  loans 


and  life  insurance.  Making  us  one  of 


the  largest,  most  successful  diversified 


financial  services  organizations  in 


the  country.  (@)   For  more  informa- 


tion please  call  (800)  AGC-1111. 


AMERICAN 
GENERAL 


Providing  Retirement  Annuities,  Consumer  Loans,  Life  Insurance  And  Shareholder  Vahte. 


We  ve  got  seats  at  I 
54,000  of  them. 


Hoechst  is  an  international  group  of  companies  spearheading  innovation  in  health  care,  agriculture  and  chei  \^ 


games  in  Atlanta 


Take  a  seat,  any  seat. 

No  matter  which  one  you 
choose  at  the  main  stadium  of  the 
1996  Atlanta  Games,  Hoechst  will 
be  there  with  you. 

^Hostalen  GE 
For  seats  that  can  stand  up 
to  being  stood  on. 

That's  because  the  seats  -  all 
54,000  of  them  -  are  made  from 
Hostalen  GF  from  Hoechst.  This 
amazing  plastic  from  Hoechst 
Australia  not  only  has  the  resiliency 
to  withstand  enthusiastic  throngs 
of  cheering  fans,  it's  specially  for- 
mulated with  *Hostavin  UV  stabi- 
lizers to  survive  the  hot  Atlanta 
sun,  season  after  season. 

Sure,  for  the  first  three  places, 
there's  gold,  silver  and  bronze. 
For  the  other  54,000,  there's  now 
a  winner  among  plastics. 

Hoechst  Celanese  Corp. 
Route  202-206 
Somerville,  NJ  08876-1258 

Internet: 
http://www.hoechst.com/ 


staff  of  160,000  people  worldwide,  annual  sales  total  $  36  billion. 


Hoechst 


Readers  Report 


EISNER:  A  FAIR  DAY'S  PAY 

FOR  A  FAIR-HAIRED  BOY?  

"How  high  can  ceo  pay  go?"  (Spe- 
cial Report,  Apr.  22)  unfairly  character- 
ized Walt  Disney  ceo  Michael  D.  Eis- 
ner's compensation  as  out  of  proportion 
to  shareholder  value.  Unfortunately,  this 
evaluation  was  presented  in  a  narrow 
context  that  misrepresents  the  dramat- 
ic benefits  Eisner  has  br'ought  stock- 
holders since  he  took  over. 

Eisnei-'s  compensation  package  was 
largely  designed  at  a  time  when  the 
company  was  in  a  shambles  and  in- 
vestors unenthusiastic.  Eisner  has  been 
paid  handsomely  over  the  years  only 
because  he  transforaned  Disney  fi'om  a 
stagnant  company  on  the  verge  of  being 
i-aided  in  1984  into  a  premier  entertain- 
ment Goliath  with  10  times  the  revenue 
and  enough  power  to  take  over  Capital 
Cities/ABC  Inc.  in  the  nation's  second- 
largest  acquisition.  Disney's  renaissance 
imder  Eisner  has  been  remarkable  even 
by  e.xacting  Wall  Street  standards,  and 
the  stock  has  seen  a  steady,  above-mar- 
ket rise  in  value. 

Placing  such  a  heavy  emphasis  on  an- 
nual retums  is  the  kind  of  shortsight- 
edness that  is  a  problem  with  American 
business  as  a  whole.  What  a  ceo  does  in 
the  long  terTn  to  expand  assets,  enlarge 
dividends,  and  incr'ease  mar'ket  share 
should  be  the  more  important  measure. 
On  this  basis,  Michael  Eisner  has  earned 
his  compensation. 

David  Verbr-aska 
Latham,  N.  Y. 

MAYBE  THIS  MEANS  WE'LL 
FINALLY  GET  A  DIAL  TONE  

In  yoiu"  multipage,  multiarticie  report, 
the  writer's  did  a  mar'velous  job  of  ex- 
plaining the  possible  and  pr-obable  ad- 
vantages and  disadvantages  of  telecom- 
munications der-egulation  ("Telecom's  new 
age,"  Special  Reporl,  Apr  8).  We  all 
know  that  healthy  competition  is  good 
for  business  and  gr'owth.  You  pr'ovide  a 
gr-eat  deal  of  insight  into  the  dealings  of 
the  giants  and  the  Baby  Bells. 

No  mention  is  made,  however,  of 
those  of  us  who  live  and  do  business  in 
the  small  towns  and  rural  areas  where 
communications  "service"  is  pr'ovided 
by  local,  indejjendent  phone  companies — 
wher"e  we  still  have  some  party  lines 
and  where  those  who  have  private  lines 
outside  t.own  still  pay  cable  mileage 
char-ges,  wher'e  "updating"  the  central 
exchange  equipment  to  "state-of-the- 
art"  means  r-eplacing  step-by-step 
switching  with  electronic  call-director' 
equipment  such  as  has  been  in  use  in 


large  office  buildings  in  the  cities  for 
years.  When  can  we  "out-backer-s"  ex- 
pect to  see  some  benefits  Irom  the  so- 
called  I-way/communications  revolution? 

'    Joe  B.  Montgomery 
Owner 
JBM  International 
Pineville,  Mo. 

DANCES 

WITH  DICTATORS  

"Doing  business  with  strongmen"  (In- 
ternational Business,  Apr.  22)  reports 
that  major  American  companies  are  lob- 
bying the  U.  S.  government  to  protect 
their  investments  in  China.  Most  busi- 
ness people  accept  that  leaders  of  cor- 
porations have  a  responsibility  to  their 
shareholders  to  earn  profits.  If  that  in- 
cludes lobbying  on  behalf  of  a  brutal, 
totalitarian  dictatorship  ruled  by  a  cor*- 
rupt  oligarx'hy  and  its  thugs,  so  be  it. 
However;  shareholders  should  be  asking 
whether  the  potential  returns  really  jus- 
tify the  risks — including  not  only  oper- 
ating in  a  lawless  environment  but  also 
sullying  the  corporate  name  by  doing 
the  bidding  of  tyrants. 

Joe  Morrison 
Princeton,  N.J. 

THE  SWEET  SMELL 

OF  STRUGGLING'  

I  can't  imagine  how  your  reporter 
came  to  the  conclusion  that  Software 
Artistry  was  "str'ugghng"  ("New  tricks 
for  help  lines,"  Infor-mation  Processing, 
Apr.  29).  Our  1995  revenues  show  us 
to  be  the  second-largest  vendor  in  the 
help-desk  industry.  Topline  growth  be- 
tween 1994  and  1995  was  75%,  and 
earTiings-per-shar-e  gr'owth  was  89%.  We 
have  had  19%  operating  margins  for 
three  consecutive  years.  One-fourth  of 
the  100  largest  companies  use  oui'  prod- 
ucts, and  we  are  considered  a  leader  in 
the  marketplace  by  industry  analysts. 
I  don't  call  that  struggling:  I  call  that  a 
success  story. 

W.  Scott  Webber 
Pr-esident  and  CEO 
Software  Artistry 
Indianapolis 

CLEVER  ADS  ARE  WHAT 
KEEP  PEOPLE  FROM  SAVING 

Robert  Kuttner  argued  that  more 
than  half  of  all  households  do  not  own 
stocks  and  that  the  top  5%  of  house- 
holds own  77%  of  all  equity  holdings, 
thereby  implying  that  it  is  a  rich  per- 
son's game  ("Soaring  stocks:  Are  only 
the  rich  getting  richer?"  Economic 
Viewpoint,  Apr.  22).  He  suggested  that 


"wages  would  have  to  rise  so  that  ori- 
nar-y  people  could  afford  to  save  ad 
invest  more." 

However-,  there  was  one  serious  11  ■ 
in  his  argument.  He  totally  ignores  1 
man  nature.  Americans  do  not  liks 
save!  And  it's  not  because  they  ; 
starving.  They  simply  want  to  sps 
their  money  on  other  things.  I  tin 
the  only  reason  that  5%  of  the  pei. 
own  77%  of  equity  holdings  is  that  11 
ar-e  the  only  people  who  have  enou  ' 
money  left  over  on  payday  after  p  - 
chasing  all  of  those  extraneous  thii 
we  are  lur'ed  to  by  our  own  desii'es  ;r 
clever  advertisers. 

William  T  Silf\  ; 
Winter  Springs,  I-i 

DON'T  THROW 

THE  BUMS'  OUT  

I  was  absolutely  shocked  by  Ri 
Dornbusch's  column  ("Why  the  Wt 
should  hold  its  nose  and  back  Yeltsi 
Economic  Viewpoint,  Apr.  15).  His 
tempt  to  insult  the  president  of  a  gr( 
nation  by  calhng  him  a  "bum"  is  mil 
boggling  and,  as  far  as  I  know,  ; 
solutely  unprecedented.  How  could 
allow  him  to  use  your  magazine  to  in> 
not  only  Mr.  Yeltsin  but  all  other  pr-c 
dential  candidates:  Gennadi  Zyiigaii, 
Grigori  Yavlinsky,  Mikhail  Gorbach. 
and  other's  who  you  say  ar'e  even  woi-: 
Do  you  r-ealize  that  you  insulted 
Russian  people  who  are  going  to  eli 
one  of  those  "bums"  their  president " 
Dmitry  Mikh. 

Senior  Fell 
Hudson  Instill 
Indiana]  ■ 
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Their  entrepreneurial  leadership 
began  at  Babson. 


Rudolph  Crew  72  Craig  Benson  77 

Chiiiucllor  (',o-j<iiiiiiltr,  Chciirmiin  nml  (',()<) 

New  York  Public  Schools  C  ;abletron  Systems  Inc. 


Number  one  in  entrepreneurial  studies  according  to  ILS.  Ntvs  iiii/i  Waiitl Report,  Siiness  and  with  our  graduates. 
Babson  College:  l-<S()()-9.^3-3,S43.  Or  visit  our  vvcb  sice  at:  http  :  /  /  waw  .  babson  .  cdu. 


BABSON 


COLLEGE 


The  world  of  networked  computing 
has  something  for  everyone.  Every 
(lav.  more  and  more  companies,  universities,  news 
services  and  ordinary  individuals  post  information 
that  coulil  be  very  valuable  to  you. 

.  The  jtroblem  is  tracking  it  down,  separating 
th(>  wheat  frt  ni  the  endless  b>1es  of  chaff. 

IBM  iido^-ii^ic  is  a  brand-new  service  that 
gives  you  a  handir  on  the  Information  Revolution. 


Much  more  than  a  search  engine,  it's  a  persom 
online  information  n^source  that  works  for  you 

You  begin  by  creating  a  personal  profile 
outlining  your  interests,  industry,  suppliers, 
competitors  —  anything  on  which  you  want  to 
updated.  Then,  IBM  infoSage  scours  2,200 
information  sources  and  returns  to  fill  you  in. 

Imagine  the  possibilities.  When  news  em 
about  what  the  competition  is  doing,  youre  on 


IBM  ana  Soluiiuns  tor  a  small  planei  are  Ifademarf^  of  iBM  Corp  'c  1995  IBM  Corp 


planning  a  response,  searching  lor  options, 
atter  what  size  your  business  is,  you  have 
s  out  to  every  corner  ol  the  planet. 
U  having  your  own  virtual  research  team 
is  expensive,  get  over  to  w  w  w.  i  n  I'ostige.  il ) rn . c(  > n  i 
heck  out  IBM  inlbSage  for  yourseK.  II  it  proves 
ul,  $24.95  a  month  puts  IBM  infoSage  on 
team  lull-time.  Then  drop  by  www.ibm.com 
11  us  at  1  800  IBM-70«S0,  (^xt.  G202,  for  our 


free  l()-pagv  booklrl  and  details  on  IBM  infoSage. 
Together,  they  highlight  how  IBM  can  help  your 
business  thrive  in  a  networked  world. 

Opportunity  is  out  there  waiting.  Now  you 
know  where  to  lind  it. 


Solutions  lor  a  small  planet™  E  ==  =^= 


Books 


BORDERING  ON  CHAOS 

Guerrillas,  Stockbrokers,  Politicians,  and  Mexico's  Road  to  Prosperity 

By  Andres  Oppenheimer 

Little,  Brown  •  367pp  •  $24.95 


WHAT'S  ROTTEN  IN 
THE  STATE  OF  MEXICO 


Toting  Uzi  submachine  guns,  two 
dozen  Presidential  Guards  as- 
signed to  protect  former  Presi- 
dent Carlos  Salinas  de  Goitari  after  he 
left  office  careered  in  armored  vans 
through  Mexico  City's  streets  on  Feb. 
28,  1995.  They  were  headed  for  Salinas' 
sister's  house,  where  his  brother  Raul 
was  staying.  Their  orders  from  the  ex- 
President:  to  prevent  Raul's  impending 
an-est  for  suspected  involvement  in  the 
September,  1994,  assassination  of  the 
general  secretary  of  the  long-niling  In- 
stitutional Revolutionary  Party  (pri). 
But  the  house  had  already  been  sur- 
roimded  by  another  detachment  of  Pi'es- 
idential  Guards  and  elite  police  sent  to 
arrest  Raul  on  orders  approved  by 
President  Ernesto  Zedillo  Ponce  de 
Leon,  Salinas'  successor.  With  only  min- 
utes to  spare,  a  clash  was  averted  by  a 
radioed  order  from  the  guard's  com- 
manding general  to  the  approaching 
gi'oup  to  turn  back. 

That  hair-raising  episode  is  a  sample 
of  what  Andres  Oppenheimer,  senior 
Latin  American  coiTespondent  for  the 
Micnin  Herald,  refers  to  in  the  title  of 
his  book.  Bordering  on  Chaos.  Under- 
lying a  spate  of  assassinations  that 
started  with  the  murder  of  the  pri's 
presidential  candidate  in  1994,  Oppen- 
heimer says,  is  a  gi'adual  meltdown  of 
Mexico's  one-party  political  system. 
While  the  pri's  loosening  gi'ip  has  al- 
lowed opposition  parties  to  win  some 
state  and  local  elections,  a  full-fledged 
multii)arty  system  with  the  checks  and 
balances  of  a  modern  democracy  hasn't 
emerged. 

There's  more  journalism,  enlivened 
by  anecdote  and  detail,  than  political 
deep-think  in  Oppenheimer's  readable 
account  of  what's  going  on  in  Mexico. 
But  the  author  accurately  diagnoses 
Mexico's  malaise:  While  safeguards 
against  outi-ight  fraud  made  the  vote 
count  the  cleanest  ever,  the  political 


process  that  elected  Zedillo  and  a  pri- 
controlled  congress  in  August,  1994, 
was — and  is — the  most  unfair  in  Latin 
America  except  for  Cuba's.  It  left  Zedil- 
lo with  neither  a  political  mandate  nor 
the  arbitrary  powers  of  his  predeces- 
sors to  deal  with  Mexico's  festering 
problems. 

That  explains  why  a  stalemate  con- 
tinues in  the  two-year-old  rebellion  in 
Chiapas  while  lawlessness  spreads 
across  the  nation.  An  estimated  900 
bands  of  amied  criminals  ai'e  teiroiizing 
citizens.  Dnig  kingj^ins  are  ititfjlJlltJTJiB 
winning  immunity  from  ar- 
rest and  prosecution  by  lav- 
ishing huge  bribes.  "In  Mex- 
ico, the  police  are  for  sale, 
and  the  ci'iminals  are  buy- 
ing," says  Oppenheimer. 

Mexico  may  be  starting 
to  climb  out  of  the  reces- 
sion triggered  by  the  peso's 
1994  plunge  and  the  com- 
petition unleashed  by  the 
North  American  Free  Trade 
AgTeement  (nafta).  But  an 
economic  uptui-n  without  political  and 
institutional  refomis  won't  protect  Mex- 
ico from  future  collapses,  Oppenheimer 
warns.  Although  Zedillo  has  promised 
steps  to  create  a  fairer,  more  open  po- 
litical system,  it's  doubtful  he  can  con- 
trol the  PRI.  That's  because  it  is  not  a 
party  with  an  ideology  but  rather  a 
political  tiibe  with  competing  clans  and 
caciques,  or  bosses,  hnked  mainly  by 
their  common  quest  for  the  spoils  of 
corruption. 

Pursuing  this  thesis,  0])penlieimer,  a 
co-winner  of  a  Pulitzer  Piize  for  Iran- 
coiitra  coverage,  ranges  across  the  map 
and  the  political  spectnim.  In  the  back- 
ward south,  he  interviews  Subcomman- 
der  Marcos,  the  Zapatista  guerrillas' 
Marxist  leader,  and  in  the  industrial 
north,  he  takes  a  look  at  Monterrey 
Technological  Institute's  cyberclassrooms. 


His  book  title  also  refers  to  the  U 
hitched  by  nafta  to  the  tui-bulent  co 
try  on  its  border.  "No  U.  S.  Admii 
tration  wants  to  hear  the  bad  thii 
about  Mexico,"  Oppenheimer  quotes 
mer  U.  S.  Deputy  Assistant  Secretary 
State  Cresencio  "Chiis"  Ai'cos  as  sayi 
"It  would  be  put  in  a  domestic  polit 
position  to  have  to  do  something  ab 
them."  One  result  is  a  double  stand; 
that  has  Washington  leaning  harder 
Colombia  than  on  Mexico  to  crack  do 
on  drug  trafficking. 

Oppenheimer  keeps  his  main  foe 
though,  on  the  pri.  Mexico's  stable 
over  the  next  five  years  will  depe 
heavily  on  whether  and  how  Zedillo  ( 
ries  out  his  pledge  to  disentangle 
government  from  the  pri.  In  the  p; 
the  party  got  an  estimated  $1  bill 
annually  from  the  government,  mos 
disguised  as  public-works  spendi 
Backed  by  the  government's  powers 
patronage  and  regulation,  the  pri  is  a 
to  mobilize  support  from  unioni; 
WliWimHIil'l  workers,  business  tycoo 
and  even  street  vendors. 

Some  of  Oppenheim( 
liveliest  passages  are  his 
counts  of  meetings  with  ' 
nosaiu's,"  the  entrenched 
litical  barons  who 
deteiTnined  not  to  rehnqu 
their  grip  on  power.  C 
such  is  Manuel  "El  Men 
Garza,  a  wealthy  rancl 
and  pri  political  operati 
He  entertained  Oppenheir 
at  his  Mexico  City  ho 
with  a  late-afternoon  lunch  featur 
milk-maiinated  goat  that  had  been  flo 
that  day  from  his  ranch  in  Tamauli] 
state,  washed  down  with  a  bottle 
1984  Chateau  Lafite-Rothschild.  Ga 
warns  that  relaxing  the  pri's  centi 
ized  hold  could  destabilize  the  count 
leaving  power  in  the  hands  of  regio 
bosses. 

What  President  Zedillo  must  do,  ( 
penheimer  argues,  is  to  strike  a  d 
with  the  opposition  parties  on  far-rea 
ing  reforms,  from  elections  to  curb: 
corruption.  There  are  few  signs  tl 
this  will  happen.  But  if  Mexico  sts 
halfway  between  one-party  rule  and 
democracy,  it  could  indeed  be  riski 
chaos. 

BY  JOHN  PEARS 

Pearson  is  business  week's  La 
America  editor 


WITHOUT  POLITICAL  REFORM.  EVEN  AN  ECONOMIC 


UPTURN  WON'T  FORESTALL  ANOTHER  COLLAPSE 
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Chrysler  Concorde  IXi 


1  shirlliii'fi,  except  ion 


Id  II  blindly  acccplcd  jtdc. 


\'bc  idea  ihcil  room  for  five  nnist,^ 


is  ihdl:  excepiioii. 


Chrysler  engineers  sel  onl  lo  build  a  car 


I'hey  wound  up  buildiiif^ 


IN  dlanii  clock 


m  HP  21-VALVE  V6  ENGINE.  INDEPENDENT  TOURING  SUSPENSION.  SPEED-SENSITIVE  STEERING.  16"  CAST  ALUMINUM  WHEELS.  ij-WHEEL  DISC  ABS.  LEATHER-TRIMMED 
SEATS,  ELEVEN-SPEAKER  PREMIUM  SOUND  SYSTEM.  CAB-FORWARD  DESIGN.  INQUIRIES,  l-SGO-t-A-CHRYSLER.  WEB  SITE,  http://www.chryslercars.com 


IN    THE    AGE    OF  THE 
VIRTUAL  OFFICE 


HYATT  BUSINESS  PLAN^ 
allows  you  to  stay  m  control  on  the 
road  with  an  in-room  fax  machine 
and  24-hoitr  access  to  photocopiers 

and  printers.  Plus  an  express 
breakfast  and  morning  newspaper 
to  keep  you  up  to  speed.  All  for  just 
S15  over  the  regular  room  rate. 
And  pack  light  because  ironing 
boards  and  hair  dryers  are 
standard  in  every  room. 


We  understand  the  telephone 
is  an  important  business  tool. 
That's  why  all  Hyatt  Business 
Plan  rooms  have  NO  PHONE 
ACCESS  CHARGES  and  most 
Hyatts  offer  voice  mail  service. 


If  you're  wired,  visit  Hyatt  at  the 
TravelWeb'"'on  the  UbrW  Wide 
Web  at  http://mvw.travelweb. 
com/liyatt.html  and  make  a 
VIRTUAL  miT  to  help  plan 
your  actual  visit.  See  detailed 
descriptioiu  of  the  services 
available  at  each  hotel  which  can 
include  Business  Plan,  Regenc)' 
Club  or  health  club  facilities. 


HYATT  GOLD  PASSPORT 
is  our  way  of  saying  thanks,  by 
giving  you  generous  benefits, 
services  and  valuable  points  that 
add  up  to  exciting  travel  award: 
'  including  free  nights,  upgrades  and 
more.  Call  1-800-63  HYATT 
to  enroll  today. 


With  Hyatt  Business  Plan,'  you  have  everything  you  need  to  be  productive  right  in  your  room,  including  a  fax  m 
desk  phone  with  dataport,  no  phone  access  charges,  and  printers  on  your  floor.  Should  you  need  any  help  with 
human  dimension,  simply  call  the  Hyatt  guest  services  Manager.  Kristie  Johnson,  for  example,  has  dedicated  hei 

Discover     the  peopl 

This  lull  portlolio  ol  Business  Services  is  available  exclusively  at  a  limited  number  ol  Hyatt  business  hotels  in  the  U.S.  and  Canada.  Hyatt  is  proud  to  offer  AT&T  Long  Distance  Service  for  all  your  AT&T  Cs 
AT&T  Universal  Card  and  operator-assisted  calls.  To  receive  airline  bonus  miles/kilometers,  just  present  your  membership  card  and  pay  an  Eligible/Qualifying  rate  500  bonus  miles  will  be  awarded  on  each  quali 
Members  of  Aeromexico  and  Passages  will  earn  1.000  bonus  l<ilometers  Eligibility  for  airline  credit  is  subject  to  the  terms  and  conditions  of  each  airline  program  Please  allow  6-8  weeks  for  bonus  milesAilomi 


ATsT 

Your  True  Choice 


VE'RE   PROUD   TO  INTRODUCE 
THE   ACTUAL  PERSON. 


Kristie  Johnson 

Hyatt  guest  services  Manager. 
With  Kristie's  personal  touch  and 
Hyatt  Business  Plan,  you  may  never 
want  to  go  back  to  the  office. 


Hyatt  TOUCH  AND  GO' 
services  are  the  fastest  way  to 
check  in  or  out.  Simply  call 
1-800-CHECK-IN  before 
you  arrive.  Or  use  our  automatic 
check-in  terminals  in  some  hotels. 
And  when  you  leave,  our  in-room 
Video  Check-Out  will  speed 
you  on  your  way. 


Another  option:  REGENCY  CLUB,' 
a  private  floor  where  we  attend  to 
even  the  smallest  details,  including 

:omplimentary  breakfast  and 
afternoon  hors  d'oeuvres  served  in 
the  exclusive  Regency  Club  lounge. 
And  there's  a  dedicated  concierge 
on-hand  to  meet  all  your  needs. 


Earn  airline  bonus  mites/ 
kilometers  on  each  qualifying 
stay  with  any  one  of  our 
AIRLINE  PARTNERS, 
including  Alaska  Airlines, 
American  Airlines,  Delta  Air  Lines, 
Northwest  Airlines,  United  Airlines, 
USAir,  Aeromexico,  Passages 
and  South  African  Airways. 


ng  yours.  With  her  knowledge  and  resources,  she's  sure  to  make  your  trip  a  success.  So  if  you're 
for  actual  productivity  on  the  road,  you're  virtually  there.  For  reservations  at  any  one  of  our 
>  locations  in  the  U.S.  or  Canada,  simply  call  your  travel  planner  or  Hyatt  at  1-800-233-1234. 


ITH       THE       HYATT  TOUCH'" 

Dur  airline  account.  Gold  Passport  rrembers  must  ctioose  to  receive  eitlier  Gold  Passport  points  or  airline  credit  in  one  of  the  participating  programs  American  Airlines  reserves  the  right  to  change  the  AAdvantage 
any  time  without  notice,  and  to  end  the  AAdvantage  program  with  six  months  notice.  American  Airlines  and  AAdvantage  are  registered  trademarks  ol  American  Airlines  Inc.  Hyatt  Hotels  and  Resorts® 
es  hotels  and  resorts  managed,  franchised.  or  operated  by  two  separate  groups  of  companies  —  Hyatt  Corporation  and  its  affiliates  and  affiliates  of  Hyatt  International  Corporation.  ©  1996  Hyatt  Corp. 


Technology  &  You 


BY  STEPHEN  H.  WILPSTROM  

JUST  RIGHT  FOR 
HOME  OFFICES 


HP's  Vectra  500s  are 
aimed  at  small 
businesses,  and  the 
focus  is  on  simplicity 

What's  a  poor  small- 
business  person  to 
do  when  it's  time  to 
buy  computers?  Big  outfits 
such  as  Compaq  Computer 
and  IBM  design  machines  for 
business  use  but  sell  them 
through  dealers  who  show  lit- 
tle interest  in  seUing  a  hand- 
ful of  units.  Direct-sales  spe- 
cialists such  as  Dell 
Computer  and  Gate- 
way 2000  will  set  up  a 
machine  any  way  ynn 
want.  But  most  pen 
pie  who  run  a  busi- 
ness need  more  hand- 
holding  than  these 
companies  provide. 

So  a  segment  of 
the  computer  industiy 
is  finally  getting  excit- 
ed about  these  cus- 
tomers, who  range  from  for- 
mer executives  nanning  solo 
businesses  at  home  to  com- 
panies with  a  dozen  or  so  em- 
ployees. "It's  a  tremendous 
opportunity,"  says  Sean 
Burke,  director  of  Presario 
marketing  at  Compaq.  "These 
people  are  in  the  stores  all 
the  time.  All  we  have  to  do 
is  provide  infonnation  and  so- 
lutions." But,  Bui'ke  concedes, 
Compaq  is  only  beginning  to 
tailor  products  to  the  mar- 
ket, by  offering  for  example, 
a  scanner  built  into  the  key- 
board and  high-capacity  re- 
movable-disk storage  on  some 
Presarios. 

PLUG-IN  HEAVEN.  Hewlett- 
Packard  is  somewhat  further 
along.  Instead  of  tweaking 
computers  designed  for  the 
consumer  market,  hp  is  aim- 


ing part  of  its  corporate  Vec- 
tra line  at  small  businesses. 
The  aggi'essively  priced  Vec- 
tra 500  series  gives  perfor- 
mance but  eschews  multime- 
dia bells  and  whistles. 
"There's  no  earth-shattering 
technology  in  these  ma- 
chines," says  Kathleen  Tandy, 
hp's  small-business  PC  mar- 
keting manager. 

Instead,  the  focus  is  on 

HP  VECTRA  515MCX 
SPECS 


PROCESSOR  133,  150, 
or  166  Mhz  Pentium 

RAM  16  MB  standard, 
128  MB  tops 

HARD  DRIVE  1.6  GB 

CD-ROM  6X 

AUDIO  SoundBlaster  plus 
separate  system  with 
headset  for  telephony 

PRICE  $2,800-$3,355 

simplicity.  Customers  want  to 
spend  time  tending  their 
businesses,  not  setting  up 
their  computers,  and  they 
"need  stuff  to  work  real 
quickly,"  Tandy  notes.  The 
top-of-the-line  MCX  model  I 
tested  was  veiy  easy  to  open 
and  service.  I  added  several 
plug-in  carxls,  including  a  net- 
work adapter,  without  the 


compatibility  difficulties  I've 
encountered  in  consumer  mul- 
timedia machines. 

Most  corporate  Vectras 
ship  with  no  software  other 
than  an  operating  system. 
Meanwhile,  the  Pavilions  that 
Hewlett-Packard  markets  to 
consumers  come  with  big 
bundles  of  educational  and 
entertainment  software.  The 
Vectra  500s  strike  a  balance. 
Some  models  come  with  Mi- 
crosoft Office,  while  others 
offer  a  mix  of  business  soft- 
ware from  Lotus  Develop- 
ment, Claris,  and  others. 
PHONE-FRIENDLY.  Tlie  Vectras 
handle  a  small  business'  tele- 
phone chores  well.  The  28.8 
kilobits  per  second  fa.x/mo- 
dem  can  handle  voice  calls 
and  comes  with  its  own  audio 
system  and  headset  for 
hands-free,  private  phone  use. 
The  HP  Communications  Cen- 
ter software  pi'ovides  a  veiy 
good  voice-mail  sys- 
tem. Unfortunately, 
however,  the  progi'am 
does  not  comply  with 
Windows  95  stan- 
dards, so  you  have  to 
shut  it  down  if  you 
want  to  use  the  mo- 
dem to  connect  to  an 
online  service  or  the 
Intemet. 

The  Vectra  500s 
sell  through  regular 
HP  business-oriented  dealers, 
especially  those  who  special- 
ize in  smaller  customers.  But 
the  company  is  also  moving 
into  retail,  including  office- 
supply  superstores  such  as 
Staples  and  the  business- 
sales  departments  of  Com- 
pUSA and  other  computer 
superstores.  In  addition  to 
the  service  provided  by  deal- 
ers, telephone  help  is  avail- 
able from  the  Hewlett- 
Packard  center  that  supports 
corporate  customers. 

With  growth  slowing  in 
the  industry's  home  and  cor- 
porate sectors,  computer 
makers  are  turning  a  hungiy 
eye  to  small  business.  If  man- 
ufacturers tailor  PCS  to  this 
market,  both  they  and  their 
customers  could  come  out 
ahead. 


BULLETIN  BOAR 


SOFTWARE 
WINDOWS  ON  APPLE 

With  Apple  Computer's  marl 
share  shrinking,  Macintosh 
devotees  often  need  to  run 
program  that  exists  only  for 
Windows.  If  you're  in  that 
class,  check  out  SoftWindov 
95  from  Insignia  Solutions 
(800  848-7677).  The  $379 
program  lets  you  run  Windo' 
95  in  a  window  on  your  Mac 


desktop,  giving  you  complet 
access  to  Windows  program 
multimedia  features,  and  ni 
working.  Performance  is  fail 
sluggish — my  100-megahe 
PowerPC  felt  like  a  midspee 
486 — but  it's  fine  for  runnii 
those  odd  programs.  You'll 
need  a  Power  Mac  or  equiva 
lent,  20  megabytes  of  RAM, 
and  at  least  140  mb  of  free 
disk  space. 

BOOKS 
ARTFUL  PROGRAMMING 

Do  you  ever  wonder  where 
software  designers  get  the 
ideas  for  those  little  icons? 
why  some  programs  seem 
intuitive  while  others  are 
hopeless?  Despite  its  daunt 
ing  title,  Visual  Interface 
Design  for  Windows  (John 
Wiley  &  Sons,  $39.95),  by  to 
Microsoft  designer  Virginia 
Hewlett,  is  a  fascinating 
introduction  to  the  visual 
aspects  of  programs. 
Although  aimed  at  software 
developers,  the  book  require 
no  technical  knowledge  of 
design  or  programming,  anc 
the  ample  illustrations  alom 
make  it  worth  its  stiff  price. 


QUESTIONS?  COMMENTS?  E-mail  tech&you@businessweek.com  or  fax  (202)  383-2125 
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new  comnnunications  company  with 


R&D  available  (  Bell  Labs  ). 

Many  satisfied  customers  (continents,  kingdoms,  countries, 
conglomerates,  big  businesses,  basement  businesses,  et  al  ). 
Specialize  in  making  things  that  make  communications  work. 
Will  do  same  for  you. 


experience. 


( 125  years ) 


'^af  make 


'cafions 


v/or|<: 


Lucent  Technologit 


The  Future  is 
Looking  Brighter 


We've  seen  the  future  and  it  looks  bright.  From  fingertip-sized  memory  chips  to 
powerful  communications  satellites,  we're  dedicated  to  making  it  even  brighter 
through  advanced  semiconductor,  communications,  and  multimedia  technology. 
We  are  Hyundai  Electronics. 

Semiconductors  Hyundai  Electronics  wasn't  the  first  semiconductor  maker, 
but  our  256  -  megabit  synchronous  DRAM  was  a  worid  first.  Now  we're  working 
on  the  cutting  edge  of  technology  to  develop  tomorrow's  1-  and  4 -gigabit  DRAMs 
as  well  as  non-memory  chips  and  advanced  TFT-LCD  displays. 

Oominunications  Hyundai  Electronics  didn't  pioneer  satellite  communications, 
but  we  will  build  23  of  136  Satellites  in  the  GlobalStar  woridwide  communication 
system  by  2005.  From  auto  navigation  systems  to  CDMA  digital  cellular  phones, 
we're  helping  shape  the  way  you'll  keep  in  touch  with  your  worid  tomorrow. 

!N^ultimedia  Hyundai  Electronics  wasn't  the  inventor  of  multimedia,  but  our 
Video  CD  Players  and  multimedia  personal  computers  are  bringing  it  into  homes 
around  the  worid  today.  Now  we're  riding  the  next  wave  of  technology  with  high- 
definition  television,  video-on-demand,  and  digital  video  disc  projects  to  take  home 
entertainment  to  the  next  level. 

Hyundai  Electronics.  We've  seen  the  future.  And  it's  looking  brighter. 


LIVE  THE  FUTURE 

•HYUNDAI 


Hyundai  Electronics  Industries  Co.,  Ltd. 

Hoad  Office  San  1 36-1 ,  Amr-ri,  Bubal-eub,  Ichon-kun,  KyoungkiHlo.  467-860  Korea  Tel:  741-0661 ,  Fax:  741-0737 
Seoul  Office   Hyundai  Jeonja  BWg.  66  Jeokseon-dong,  Chongro-ku,  Seoul,  Korea  Tel:  398-4500,  Fax:  733-2145/7 


Economic  Viewpoint^ 


BY  RUDI  DORNBUSCH 


TRADE  WITH  CHINA: 

ADD  BITE  TO  AMERICA'S  BARK 


POISON  PILL: 

Make  a 
multiyear 
grant  of  most- 
favored-nation 
status-but 
one  that  is 
automatically 
revoked  if 
U.S.  objectives 
aren't  met 


I 


Rudi  Dornbusch  is  professor  of 
economics  and  management  at 
Massachusetts  Institute  of  Technology 


"n  June,  the  annual  decision  on  whether  to 
renew  most-favored-nation  status  for  Chi- 
.na  comes  up.  President  Clinton  will  have 
to  determine  whether  China's  record  war- 
rants continued  favorable  trade  access.  If 
not,  he'll  pull  the  plug — and  risk  a  tantrum 
from  China,  not  to  mention  a  major  setback 
for  American  exports  and  investments. 

China  is  not  a  member  of  the  World  Trade 
Organization.  As  a  result,  the  mfn  privilege, 
which  allows  China  the  same  deal  on  duties 
as  everybody  else,  needs  to  be  renewed 
every  year. 

Tempers  run  hot  on  this  issue.  China  is  a 
major  trading  partner — $21.4  billion  worth 
of  exports  to  the  U.  S.  (or  $56.4  billion  if  we 
include  Hong  Kong),  and  $14  billion  worth  of 
imports,  according  to  International  Mone- 
tary Fund  statistics.  Many  multinationals  in 
such  sectors  as  manufacturing,  services,  and 
finance  see  China  as  their  single  most  im- 
portant market.  They  want  to  deal — no  ques- 
tions asked. 

Opposing  MFN  status  for  China  are  a  wide 
array  of  forces,  including  old-fashioned  pro- 
tectionists, companies  hurt  by  China's  re- 
fusal to  enforce  intellectual-property  com- 
mitments, human-rights  advocates,  and 
right-wing  cold  warriors.  They  all  want  to 
use  trade  policy  to  try  to  force  China  to 
mend  its  ways. 

The  China  dilemma  is  likely  to  become  a 
big  election-year  issue.  The  President  can 
make  a  deal  or  take  a  stand — whichever  gets 
more  votes.  Senator  Bob  Dole  (R-Kan.)  can 
look  principled  or  craven.  Already,  Clinton 
and  Dole  are  squinning.  Of  course,  the  issues 
go  far  beyond  mfn  and  politics.  The  more  ba- 
sic question  is  how  China  integrates  itself 
into  the  world  community.  So  far,  it  has  not 
done  very  well. 

SLOWLY  BUT  SURELY?  The  prevailing  policy 
in  Washington  has  been  to  place  its  bet  on 
transfoiTning  China  from  within  by  deepening 
trade  relations,  widening  capitalism,  and  us- 
ing the  resulting  economic  progress  as  a 
nudge  toward  a  peaceful  posture  and  inter- 
national cooperation.  In  other  words,  Amer- 
ica is  trying  to  foster  an  economic  partner- 
ship that  slowly  creates  an  open,  peaceful 
society. 

But  U.  S.  policymakers  have  forgotten  that 
the  late  19th  century  was  also  a  gi-eat  period 
of  widening  economic  internationalism.  Un- 
fortunately, this  globahsm  was  followed  by 


two  world  wars.  Today,  Russia's  painful  s  ; 
to  a  market  economy  is  marked  by  dema; 
for  a  retm-n  to  empire.  The  U.  S.  plainly  c 
not  take  for  granted  that  trade  and  fi 
market  economics  are  sufficient  guarantor: 
democracy.  It  has  to  assert  its  principles  . 
then  back  them  up  with  strong  trade  ; 
finance  sanctions — and,  if  necessary,  the 
ercise  of  force. 

Today,  the  assumption  around  the  work 
that  the  U.  S.  is  unwilling  to  back  its  int 
ests.  In  fact,  the  U.  S.  appears  not  quite  s 
what  its  interests  are.  Policy,  such  as  it 
revolves  around  increasing  exports  and  ni 
ing  deals. 

ENDLESS  RERUNS.  American  instincts  an 
delink  politics  and  economics  domestically 
well  as  internationally.  Politics  should 
get  in  the  way  of  the  free  flow  of  gon 
capital,  and  ideas.  The  Administration  I 
been  on  that  track  with  China  for  two  ye; 
Every  time  MFN  comes  up,  there  is  a  hea 
battle— and  every  time,  economics  is  cho; 
over  politics. 

But  the  decision  to  delink  trade  and  p 
tics  should  not  be  a  foregone  conclusion  w  I 
it  comes  to  China.  For  one,  China  does 
delink.  Whenever  trade  issues  come  up,  ' 
na  gives  contracts  to  European  or  Japaii 
competitors  to  pressure  Washington.  To  si 
displeasure  with  the  U.S.,  China  recen 
gave  Airbus  Industrie  a  huge  contract  i ' 
Boeing  Co.  was  expecting  to  get.  Washing 
and  Beijing  are  playing  by  a  different 
of  rules. 

There  is  also  a  wider  issue.  The  U.  S.  .u- 
ei'nment  cannot  afford  to  be  seen  as  sell) 
out  to  its  export  interests  to  the  point  thai 
sacrifices  its  global-security  objectives.  Tl 
would  significantly  cut  into  its  standing  ;i 
world  leader. 

The  solution  is  to  put  mfn  on  automatic 
lot  with  a  multiyear  renewal.  Let  the  1/ 
give  China  mfn  and  avoid  the  annual  li. 
gling  over  renewal.  But  let  Washington 
smart  about  it:  China  gets  mfn — but  witi 
poison  pill. 

Washington  should  identify  the  key  obj' 
fives  in  its  China  relationship.  If  China  cc 
plies  with  these,  mfn  remains.  If  China  fa 
MFN  is  pulled  automatically.  That  way,  v 
status  is  China's  to  lose.  In  the  meantm 
let's  get  China  into  the  World  Trade  Orga  - 
zation  and  Chinese  trade  issues  out  of  the 
lateral  pohtical  arena. 
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For  Insight  ^^^^ 
Into  Faster  Deliveries,  An 
Electromcs  Firm  Looked  Into 
An  OuT-OF-HiE-Box  Rzza  Chain. 

Where  Should  You  Look? 


Cook  up  your  own  out-of-the-box 
hinking  with  the  help  of  the 
jlobal  Best  Practices'"  approach. 
\rthur  Andersen  professionals  will 
/vork  with  you  to  quickly  produce 
nnovative  solutions. 

The  secret  ingredients?  Years  of 
experience  using  the  miique  Global 
3est  Practices  knowledge  base, 
ivailable  only  to  them.  It's  the  first 
)f  its  kind  and  still  without  peer. 


Continually  enriched,  it  abounds 
with  breakthrough  quantitative  tools 
along  with  qualitative  best  practices 
compiled  from  worldwide  client 
experience  and  exhaustive  research. 
Plus,  published  examples  like 
the  electronics  company  that  studied 
a  pizza  chain's  legendary  on-time 
deliveries. 

Find  out  how  Arthur  Andersen 
can  help  your  company  deliver 


an  electrifyiiig  performance.  Call 
1-800-640-8914  or  visit  our  Web  site 

at  http:llimriv.ArthurAinierscn.com. 


Global  Best  Practices™ 
Plttting  Insight  Into  Practice?" 

Arthur 
Andersen 


>  1995  Arthur  Andti 


n.  Arthur  AndcrM  n  Si        St.  All  nghls  w;fnr 


Cargo  Vessels 


Bangladesh 


30  March 
0800  hr$ 


SOME  SEE  STRANDED  SHIPS.  WE  SEE  IDLE  ASSEMBLY 


It  AIG  helps  protect  you  against  risk  better  than  others,  it's  because  we  understand 
kinds  oi  risk.  Threats  to  a  healthy  bottom  hne  can  come  from  many  directions.  The  ]<.e\  to  gl 
risk  management  is  a  partner  that  sees  beyond  the  obvious. 

What  AIG  offers  is  expertise  not  only  in  insurance,  but  in  managing  total  marketplace 
garnered  during  our  75  years  of  international  operation.  With  offices  in  approximately  130  coun 
and  jurisdictions  throughout  the  world,  AIG  has  an  unmatched  knowledge  of  local  conditions 


TILE  COMMODITY  MARKETS  AND  SHAREHOLDER  LAWSUITS. 

lations.  In  fact,  AIG  is  the  only  worldwide  insurance  and  financial  organization  with  a  broad 
e  ol  customized  services  to  manage  all  your  business  risks  and  preserve  shareholder  value, 
ices  like  economic  assessment,  loss  control  and  engineering,  and  political  risk  coverage.  TTIPgl 
And  we've  got  the  top  financial  ratings  to  back  us  up.  So  we'll  be  there  when  you  ^li^^jjl 
us.  And  possibly  keep  your  business  afloat.         ^qRLD  LEADERS  IN  INSURANCE  AND  FINANCIAL  SERVICES 

American  International  Group,  Inc ,  Dept  A.  70  Pine  Street,  New  York,  NY  10270 


Economic  Trends 


BY  GENE  KORETZ 

WANT  TO  CUT 
MEDICAL  COSTS? 

Put  a  lid  on  malpractice  suits 

One  of  the  hottest  issues  in  the  U.  S. 
debate  over  rising  medical  costs  is 
the  impact  of  malpractice  suits.  Critics 
claim  the  malpractice  system  vastly 
boosts  health-care  outlays  by  inducing 
doctors  to  practice  defensive  medicine — 
that  is,  prescribing  tests  and  treatments 
with  little  or  no  benefit  in  order  to  ward 
off  lawsuits.  Defenders  say  it  reduces 
negligence  while  pro\iding  injm-ed  pa- 
tients with  redress  for  doctors'  mistakes. 

Moreover,  since  the  total  cost  of  the 
malpractice  system,  including  claims 
paid  and  lawyers'  fees,  comes  to  less 
than  1%  of  the  nation's  medical  bill,  its 
supporters  argue  that  its  effect  on  ex- 
penditures is  highly  exaggerated.  In- 
deed, up  to  now,  there  has  been  little 
hard  evidence  to  show  how  much — or 
even  whether — doctors  resort  to  defen- 
sive medicine. 

In  a  new  study,  two  Stanford  Uni- 
versity economists — Daniel  P.  Kessler, 
who  is  also  a  lawyer,  and  Mark  McClel- 
lan,  who  is  also  a  doctor — seek  to  fill 
this  gap.  Their  findings  suggest  that  de- 

A  PAYOFF  FROM 
MALPRAGTiCE  REFORM? 

30  

PER-PATIENT  HOSPITAL  OUTLAYS 
FOR  HEART  AHACK  VICTIMS* 


▲  PERCENT  RISE  1984  TO  1990      'MEDICARE  RECIPIENTS 
DATA:  DANIEL  KESSLER  AND        "REFORMS  EFFECTIVE 
MARK  McCLELLAN  1985-87 

fensive  medicine  has  been  a  widespread 
and  costly  practice,  one  that  could  be  re- 
duced through  hability  refoiTns. 

Kessler  and  McClellan  analyzed  hos- 
pital expenditures  for  all  elderly 
Medicare  patients  hospitalized  in  1984, 
1987,  and  1990  with  i-ecently  diagnosed 
heart  attacks  and  other  serious  heart 
ailments.  Controlhng  for  patients'  age, 
race,  and  sex,  they  compared  states  that 
had  implemented  malpractice  reforms 
with  those  that  had  not,  in  terms  of 
how-  much  their  spending  per  patient 
grew^  and  how  the  patients  fared. 

The  results:  In  states  that  adopted 


reforms  limiting  liabihty  awards,  the 
growth  in  hospital  outlays  slow^ed  ap- 
preciably for  several  years — lowering 
such  expenditures  by  5%  to  9%  rela- 
tive to  the  levels  reached  in  states  with 
no  refoiTns.  In  both  gi-oups  of  states, 
patients  did  equally  well — measured  by 
mortality  rates  and  rehospitaiizations.  . 

Although  the  spending  slowdowns 
that  followed  reforms  may  not  have  af- 
fected the  long-term  upward  trend  in 
medical  costs,  they  did  seem  to  provide 
a  lasting  one-time  saving.  Extrapolat- 
ing from  their  results,  Kessler  and  Mc- 
Clellan theoiize  that  nationwide  com- 
prehensive limits  on  malpractice  awai'ds 
could  reduce  annual  health-care  outlays 
by  as  much  as  $50  billion. 

In  fact,  the  recent  slowdown  in  U.  S. 
medical  expenditures  may  partly  reflect 
the  malpractice  reforms  adopted  by 
many  states  over  the  past  decade — as 
well  as  the  huge  gi'owth  in  managed- 
care  plans,  which  closely  monitor  physi- 
cians for  signs  of  excessive  use  of  tests 
and  costly  treatments. 


CHINA'S  OTHER 
CONSUMERS 

Suburbanites  are  spending,  too 

The  common  view^  says  economist 
Gilbert  Choy  of  ing  Baring  Sectui- 
ties  Ltd.,  is  that  China's  gi'owing  con- 
sumer market  is  tied  to  its  urban  popu- 
lation, which  represents  about  207c  to 
25%  of  the  nation's  1.2  billion  people. 
With  annual  per  capita  disposable  in- 
come of  about  $465  (and  much  more  in 
purchasing-power),  urban  dwellers  re- 
portedly earn  about  2'A  times  as  much  as 
their*  poverty-stricken  rural  cousins. 

The  trouble  with  this  picture,  says 
Choy,  is  that  it  not  only  undercounts 
city  dwellers  but  also  misses  a  huge  ad- 
junct to  the  main  consumer  market:  an 
increasingly  affluent  suburban  economy 
that  has  sprouted  on  the  fiinges  of  the 
cities  but  is  often  classified  as  part  of 
the  rural  economy.  According  to  ing 
Baring,  suburbanites  and  better-off  peas- 
ants number  some  SS4  million  and  enjoy  i 
average  per  capita  incomes  of  $450,  al- 
most as  much  as  urbanites. 

Counting  the  urban  and  suburban  j 
groups  together,  Choy  estimates  they  ' 
exceed  two-thirds  of  China's  population 
and  account  for  some  80%  of  its  gi-oss 
domestic  product.  Theii-  pm-chasing  powd- 
er helps  explain  why  real  retail  sales 
on  the  mainland  continue  to  gi'ow  at  a 
hefty  10%  annual  pace  despite  the  na- 
tion's recent  austerity  policies. 


MONEY,  MONEY 
EVERYWHERE 

The  Fed  won't  ease  again  soon 


0' 


If  the  Federal  Resen^e  is  pm-suing 
mildly  restrictive  monetaiy  policy, 
many  financial  market  observers  s 
that  stance  isn't  showing  up  in  the  v 
ious  measures  of  the  money  supply.  ]\ 
the  narrow^est  monetary  measu 
jumped  at  a  9.8% 
annual  clip  in 
March,  while  the 
annual  growth 
rates  of  M2  and 
M3  both  hit  10%  to 
11%  and  have 
hai'dly  slackened  in 
recent  w^eeks. 

Higher  and 
speedier  tax  re- 
funds may  be  be- 
hind som.e  of  this 
surge  in  liquidity, 
but  not  all  of  it. 
William  V.  Sullivan 
Jr  of  Dean  Witter 
Reynolds  Inc.  observes  that  sir 
March,  1995,  the  12-month  gi-owi;h  n 
of  M2  has  soared  fi-om  0.4%  to  5.8% 
"the  most  rapid  acceleration  on  recori 
Moreover,  both  M2  and  M3  ai-e  growi 
in  inflation-adjusted  tenns  for  the  ft 
time  in  years.  "The  recent  sharp  pick 
in  monetaiy  gi'owth  suggests  that 
economy  is  rebounding  smartly,"  si 
Sullivan,  "and  that  ftulher  easing  mo' 
bv  the  Fed  ai'e  unhkelv  anv  time  soo: 


A  MINIMAL 
WAGE  EFFECT 

Will  a  hike  raise  labor  costs? 


MAR.  '95  MAR. 
.  PERCENT  RISE  OVER 
12  MONTHS 
DATA:  FEDERAL  RESERVE 


Though  they  are  not  happy  abou 
rise  in  the  minimum  wage,  two  'W 
Street  economists  see  only  a  shght  i 
pact  on  wage  inflation.  Brace  Steinbf 
of  Merrill  Ljmch  &  Co.  notes  that  oi 
5.3%  of  houiiy  workers  earned  the  m 
imum  wage  or  less  last  year  And  ne: 
ly  half  of  that  gi"oup  got  less  than  t 
minimum — presumably  because  they  i 
exempt  fi"om  the  law's  coverage. 

Mauiy  N.  Hanis  of  PaineWebber  I 
observes  that  in  seven  of  the  nine  tin 
the  minimum  wage  has  been  rais 
since  1968,  houiiy  earnings  slow^ed  o\ 
the  following  year.  "If  labor  mark( 
tighten,  wage  pressures  may  emerg 
he  says.  "But  a  higher  minimum  wa 
bv  itself  w^on't  have  much  of  an  effec 
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Asset-Based  Financing 
For  a  Major  Food  Company 


(We^re  Experts  On  Nutritional  Value) 

The  package:  a  revolving  credit  line  based  on  inventory,  a  term  loan  tied  to  equipment 
assets  and  a  private  placement  secured  by  equity  in  a  foreign  subsidiary.  In  all,  a  deal  worth 
nearly  $600  million.  For  a  client  looking  to  recapitalize,  this  proved  to  be  very  fruitful. 


Bank  of  America 


Our  client  had  the  benefit  of  a  team  of 
specialists  in  relationship  management, 
leasing,  and  assel-hased  financing. 


That  high-pitched  wail  you 
hear  is  the  sound  of  our  com- 
F>etition  screaming.  Because 
inside  our  new  AST  Bravo  is 
the  latest  technology  from 
Intel',  Microsoft",  ATI*  and 
Creative  Labs*.  Not  only  is  it 
the  most  powerful  technology 
you  can  get,  but  AST  gets  it 
to  you  way  before  all  those 
other  guys.  And  now,  the  all- 
new  Bravo  family  starts  at  an 
incredible «1, 250!  You  also 
get  the  personal  sales  and 
support  of  a  reseller  as  well 
as  ASTs  round-the-clock 
support  Sure,  it  may  sound 
like  we're  looking  for  a  fight, 
but  you're  the  one  who's 
going  to  end  up  the  winner. 
Call  800-876-4AST  for  more 
information,  or  visit  us  at 
http://www.bravo.asLcom. 


Bravo  MS:  Intel  430HX  PClset, 
Pentium"  frocessors,  Pipeline  Burst 
cadie,  EDO  RAM,  64-bit  ATI  mach 
64  VT  graphics,  synchronous  graph- 
ics RAM,  integrated  16-bit  audio. 

Bravo  LC:  Pentium  processors, 
256  KB  second-level  cache, 
EDO  RAM,  integrated  64- Wt 
PCl-based  graphics. 
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Okay,  Dell,  Compaq  and  HP.' 

Starting  today,  it's 
a  whole  new  ball  game. 


trademark  of  Intel  Corporniion.  All  oiher  product 


The  Best 
Business  Magazine 
Is  Now  The  Best  In 
The  Magazine 
Business. 


}•  oi'  the  second  t  mic  in  I  lit  cc  \  <'ai>.  Biiiiiicss  \\  cf'k  has  I  ifcn  aw  an  l<(  I 
llii'  Naliniial  Maiia/inc  Xward        (iciirral  h.Mrllciicc*         ic  Ik  iik  pici  i. 


BusinessWeek 


Beyond  tieirs.  liitelligeuce. 


Business  Outlook 


'  JAMES  C.  COOPER  &  KATHLEEN  MADIGAN 


N  THIS  DERBY,  INFLATION 
S  STILL  AN  ALSO-RAN 


US.  ECONOMY 


RISING  ORDERS  LIFT 
INDUSTRIAL  ACTIVITY 


After  plodding  along  in  the 
first  quarter,  the  economy  now 
picking  up  the  pace.  Consumers  are  feeling  upbeat 
d  industry  is  showing  somewhat  more  pep  than  it  did 
the  winter. 

Don't  cue  the  band  to  play  My  Old  Kentucky  Home 
it  yet.  The  economy  still  hasn't  the  speed  of  a  Ken- 
3ky  Derby  entry.  Still,  the  early  readings  on  con- 
mer  confidence,  construction,  and  industrial  activity 
licate  that  it  is  performing  considerably  better  this 
ring  than  in  the  fourth  or  fii'st  quarters.  Growth  in 
ass  domestic  product  could  pick  up  to  214%  in  the 
2ond  quarter,  which  would  be  the  strongest  gain 
ice  the  third  quarter  of  1995. 

One  reason  is  that  invento- 
ries are  better  aligned  with 
sales,  enabling  manufacturers 
to  book  more  order's  and  boost 
output.  Auto  makers,  in  par- 
ticular, are  expected  to  lift 
their  production  schedules  this 
quarter. 

The  economy  is  not  ready 
to  run  flat-out  because  the 
bond  market  continues  to 
show  that  it  can  jerk  the  reins 
ytime  it  wants.  Long-term  intei'est  rates  are  lodged 
nosebleed  territory,  especially  when  you  consider 
w  docile  inflation  is.  Moreover,  inflation  will  remain 
ne,  even  with  the  recent  spike  in  oil  and  grain  prices, 
lat's  because  businesses  are  keeping  a  lid  on  labor 
3ts — their  biggest  expense. 

IE  INDUSTRIAL  SECTOR  seems  ready  to  add  to  eco- 
mic  gTovi^h.  The  National  Association  of  Pui-chasing 
magement  says  its  business  index  rose  to  50.1%  in 
)ril,  from  46.9%  in  March.  April  was  the  first  month 
ice  last  July  that  the  index  has  been  above  50%, 
i  mark  indicating  that  manufacturing  is  expanding. 
The  NAPM  production  index  jumped  to  52.1%  last 
)nth,  from  46.6%  in  March.  Manufacturers  continued 
pai-e  inventories  in  April  but  at  a  slower  rate  than  in 
irch.  The  bulk  of  napm  members — 58% — felt  that 
sir  customers'  inventories  of  products  sold  by  the 
rchasers'  companies  were  at  just  the  right  level. 
Leaner  inventories  pave  the  way  for  more  orders, 
id  indeed,  the  index  of  new  orders  rose  to  53.8% 
)m  49.7%  (chart),  helped  by  an  increase  in  exports. 
New  demand  will  ensui-e  gains  in  output  this  spi-ing. 
)wever,  payroDs  may  not  expand.  The  April  napm  em- 
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ployment  index  rose  to  only  45.3%,  from  44.7%  in 
March.  A  reading  under  47%  is  consistent  with  a  de- 
cline in  manufacturing  payrolls. 

In  keeping  with  the  mild  inflation  outlook,  the  pur- 
chasers also  said  that  more  prices  are  falling  than  ris- 
ing. The  NAPM  index  of  prices  paid  edged  up  to  40.1% 
in  April,  fr'om  39.5%,  but  any  reading  below  46%  is  as- 
sociated with  a  decrease  in  prices. 

Looking  ahead,  demand  should  increase  over  the 
coui'se  of  1996.  Tliat  means  the  combination  of  lising  or-- 
ders,  leaner  inventories,  and  few  price  pressm-es  will 
continue  to  lift  the  mood  in  the  factory  sector,  which 
struggled  through  some  sullen  times  in  the  winter. 

FOR  THEIR  PART,  CONSUMERS  seemed  euphoric 
about  the  economy  in  ApiH.  The  Conference  Board's  in- 
dex of  consumer  confidence  jumped  from  98.4  in  March 
to  105.3,  the  highest  reading  in  six  years  (chart). 

Confidence  had  plunged  in  January,  brought  down 
by  some  high-profile  layoff  announcements  and  the 
miserable  weather.  Spirits  are  much  better  now.  The 
board  reported  that  its  index  of  expectations  rose  to 
96.7  from  90.7  in  March.  In  addition,  consumers'  as- 
sessment of  current  economic  conditions  climbed  to 
118.2  in  April  from  110  in  March. 

The  Conference  Board  also 
said  that  the  percentage  of  SPIRITS  SOAR 

consumers  who  thought  jobs       TO  A  SIX-YEAR  HIGH 
were  "hard  to  get"  fell  to 
21.3%  from  26.2%  in  March. 
This  suggests  the  laboi"  mar-  95 
ket  is  solid  and  will  support    90 -j^^  consumer 
future  income  and  spending        !▼  confidence 
growth. 

Housing  demand  is  fading,      wn  94  apr  96 

though.  Sales  of  new  single-  ^^'^^^^ 
family  homes  fell  7.6%  in  data  conference  board 

March,  to  an  annual  rate  of  672,000.  Mortgage  applica- 
tions to  pui'chase  a  home  were  no  higher  in  April  than 
in  March,  indicating  demand  has  not  picked  up  this 
spring. 

The  number  of  unsold  homes  rose  4.4%-,  to  379,000,  in 
March,  the  biggest  inventory  bulge  since  1980.  When 
compared  with  the  selling  rate,  builders  had  a  6.8-month 
supply  of  unsold  homes  in  March— the  same  rate  as  a 
year  ago  but  high  enough  to  table  some  new  projects. 

The  construction  industry  f^i  !  end  the  first  quarter 
with  a  bang.  Building  spendii uimped  3.1%  in  March, 
more  than  recouping  a  revis(  ,i  1.6%  drop  in  February. 
After  adjusting  for  prices  ./utlays  were  still  up  3%, 
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with  residential,  commei'cial,  and  public- works  spending 
all  posting  large  increases. 

Eventually,  though,  weaker  demand  will  drag  do\Mi 
residential  building,  the  largest  segment  of  the  con- 
struction industiy.  Home  buying  is  slipping  because  of 
rising  mortgage  rates.  After  falling  as  low  as  7%  in 
mid-Januaiy,  the  fixed  rate  on  a  30-veai*  mortgage  has 
hit  8.11%.  ' 

Credit — or  blame — the  bond  market  for  making  home 
buying  more  expensive.  The  bond  market  fears  that 
faster  growth  will  spark  inflation.  The  yield  on  the 
benchmark  30-year  Ti'easury  bond  ended  April  at 
6.91%,  up  from  6.67%  in  March.  The  jteld  had  dropped 
below  6%  in  mid-Januaiy.  By  woiT^ing  about  inflation, 
the  bond  market  has  succeeded  in  raising  long  rates 
high  enough  to  subtract  about  half  a  percentage  point 
from  gi'owth  in  the  second  half  of  1996. 

THE  PROBLEM  with  the  bond  market's  thinking, 
though,  is  that  itiflation  shows  little  sign  of  Stirling.  And 
despite  the  expected  pickup  in  economic  growth,  prices 
are  unUkely  to  rise  by  much  this  year. 

That's  because  labor  costs  are  growing  so  slowly. 
Emplo\Tnent  costs  for  civihan  w^orkers  rose  0.7%  in 
the  fii'St  quarter,  or  only  3%  fr-om  a  yeai'  earher.  That's 
about  the  same  as  in  the  fourth  quarter  of  1995. 

Tighter  labor  markets  are  exerting  some  upward 
pressui'e  on  straight  pay.  Wages  and  salaries  rose  1% 


BRITAIN 


PAY  HIKES  RISE 
WHILE  BENEFITS  SLOW 


last  quarter  Over  the  past  year,  pay  increased  3.2  . 
That's  the  biggest  gain  in  four  years  and  about  hall  a 
percentage  point  faster  than  inflation. 

To  offset  fatter  paychecks,  companies  are  cutti  r 
back  on  theii'  benefit  packages  (chart).  Benefit  costs 
0.1%  last  quarter — the  first  decline  since  the  La!:i 
Dept.  started  to  track  compensation  back  in  1980.  Bt- 
efits  are  up  a  mere  2.2%  over  the  past  year,  reflect! 
a  slowdown  in  some  bonuses,  health  and  unempli 
ment  insui'ance,  and  workers'  compensation. 

The  rise  in  the  demand  for 
labor,  especially  for  skilled 
workers,  means  that  real  pay 
will  edge  higher  this  year. 
However,  companies  will  just 
juggle  wage  gains  against  ben- 
efits to  slow  the  growth  of  to- 
tal compensation.  That's  not 
to  say  that  wage  gi'owth  w^on't 
squeeze  profit  mai'gins.  It  will, 
but  only  a  bit  (page  120). 

Any  pay  hikes  will  be  mod- 
est even  though  the  latest  reading  from  consuni 
and  pui'chasers  show^  a  better  economy.  Howevei 
you  think  it  is  a  foregone  conclusion  that  a  healt! 
economy  means  a  w^oirisome  rise  in  inflation,  beai'  tl 
in  mind  about  sure  bets:  No  favorite  has  won  the  Kt 
tucky  Derby  since  1979. 
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SLOW  GROWTH  DISEASE 


As  if  mad  cow  disease  weren't 
enough,  Britain  must  also 
deal  with  continued  slow 
growth — with  little  relief  in  sight. 

Real  gi'oss  domestic  product 
grew  at  a  quart ei"ly  rate  of  just 
0.4%  in  the  fii'st  quar- 
ter, a  bit  under  expec- 
tations and  the  slowest 
growth  rate  in  a  year. 
For  the  year,  real  gdp 
is  up  2%,  the  same 
sluggish  pace  as  in  the 
fouith  quarter  but  far 
below  the  3.3%  gain  in 
eariy  1995  (chart). 

Moreover,  the  latest 
data  for  the  second 
quarter  show  a  stiniggling  indus- 
trial sector  The  Confederation  of 
British  Industiy  says  that  busi- 
ness optimism  was  stUl  negative 
in  April,  with  a  further  slight 
drop  in  orders  fi*om  both  domestic 


BRITISH  GROWTH 
REMAINS  SLUGGISH 
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and  foreign  sources.  Inventories 
remain  a  problem,  so  manufactur- 
ers plan  only  small  increases  in 
output  in  coming  months.  The 
purchasing  managers'  index  in 
April  sank  to  48.3%  from  49.4%  in 
March,  the  thuxl  con- 
secutive decline. 

Consumers  are  do- 
ing 0.  K.,  though  not 
great.  The  unemploy- 
ment rate  fell  to  7.8% 
in  March,  the  low^est 
rate  in  five  yeai's.  Re- 
tail volume  rose  0.2% 
in  March,  with  the 
gain  mostly  coming  at 
large  chain  stores 
that  can  offer  low  prices. 

Of  course,  the  stiff  piicing  cli- 
mate has  held  down  inflation.  Re- 
tail prices  rose  0.4%  in  March,  or 
2.7%  from  a  year  ago.  The  under- 
lying rate,  which  excludes  mort- 


gage-interest payments,  was  up 
2.9%  from  a  year  ago— nearing 
the  government's  target  of  2.5%. 

The  economy's  weak  perfor- 
mance last  quarter  undermines 
the  forecast  of  3%  growth  in  199(: 
put  forth  by  Chancellor  of  the  En 
chequer  Kenneth  Clarke.  There- 
fore, the  Bank  of  England  will  re 
main  under  pressure  to  cut 
short-term  interest  rates.  The 
Conservative  Party,  wiiich  faces  ; 
general  election  by  May.  1997,  ha. 
been  hoping  to  boost  its  low^  opin 
ion-poll  ratings  with  a  tax  cut. 
But  that  seems  unlikely  now: 
Public-sector  borrowings  are  al- 
ready over  target,  and  a  recent 
couit  ruling  could  mean  a  repay 
ment  of  billions  of  pounds  in  val 
ue-added  taxes.  So  lower  interest 
rates  seem  the  only  w'ay  for  the 
monetary  authorities  to  give  the 
economy  a  boost. 
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"Sooner  or  later, 
something  is  going  to  make 
your  hard  disk  crash." 
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It  could  be  a  power  surge,  a  bad  piece  of  software  or 
your  4-year-old:  Sooner  or  later,  something  is  going 
to  make  your  hard  disk  crash.  Protect  yourself  now. 

Avoiding  disaster 


By  Steve  Kichen 

Thfciry;  a  computer's  hard  disk  is 
utterly  reliable.  The  engineers  will  rell 
you  that  it  has  a  mean  time  between 
failures  of  30(),()0()  hours.  Meaning: 
If  you  run  your  computer  for  eight 
hours  a  day,  every  day,  the  disk  will 
crash  in  the  year  2098. 

Reality:  It  could  crash  next  week, 
wiping  out  your  ta.\  records,  your 
unfinished  novel  and  the  .software  you 
need  to  boot  up  the  computer. 

Protecting  yourself  will  cost  money 
and  take  time,  but  it's  a  form  of 
insurance  u'cll  worth  having.  Some 
causes  of  disk  failure  are  easily  pre- 
ventable: a  power  surge,  a  brownout 
or  an  overheated  computer.  A  basic 
uninterruptible  power  supply — 
which  is  fine  for  most  home  pes 
— costs  $100  to  $200  and  will  run  a 
computer  long  enough  for  you  to 
close  programs  and  turn  oft'  the  sys- 
tem diu'ing  a  power  outage.  As  for 
overheating,  be  sure  that  your  com- 
puter's ventilation  ducts  are  not 
blocked;  if  your  computer  is  crowded 
with  peripheral  cards,  get  a  $20  inter- 
nal fan  card. 

Another  threat:  computer  viruses. 
Commercial  viral  detection  and  clean- 
up sofvvare,  such  as  Norton  AntiVinis 
for  Windows  95,  retails  for  S79  U^"*™ 


ing  data,  the  disk  could  be  corrupted. 
Indeed,  there's  a  chance  that  you 
won't  be  able  to  start  the  computer  up 
from  that  hard  disk  withcnit  correct- 
ing the  bad  data — and  of  course  you 
can't  correct  bad  data  without  getting 
your  computer  going. 

The  first  thing  is  to  make  up  a 
bootable  disk — a  disk,  that  is,  with 
enough  of  the  computer's  operating 
system  to  enable  the  machine  to  turn 
on,  get  its  bearings  and  listen  to  fur 
ther  commands.  Norton  Utilities  for 
Windows  95  ($130  for  the  t  o  ROM 
version)  includes  among  its  many  fea- 
tures a  procedure  for  construc^g 
emcrgencx'  boot  '^^^^j^^"* 


Disasters  happen.  In  fact,  they're  more 
likely  than  you  think.  If  you  access  the 
Internet,  or  share  floppies,  you  expose 
your  computer  to  the  threat  of  viruses.  If 
you  add  new  software  and  files,  you  could 
push  your  computer  beyond  its  limits. 
Either  way,  your  documents  are  at  risk. 

Fortunately,  Norton  Antivirus  and 
Norton  Utilities  reduce  that  risk 
dramatically.  Installed  in  minutes,  they 
maintain  a  constant  vigil,  automatically 
preventing  problems.  They  are  by  far  the 
most  popular  anti-virus  and  utilities 
programs,  and  are  relied  on  by  94%  of  the 
Fortune  100  for  computer  protection.  After 
all,  the  alternative  could  be  disastrous. 

Norton  Antivirus 
Norton  Antivirus 
protects  against 
the  very  real  threat 
of  computer  viruses, 
automatically  detecting  and  eliminating 
viruses  before  they  corrupt  your  system. 

Norton  Utilities 

Norton  Utilities  is 
absolutely  critical, 
automatically 
correcting  problems 
and  protecting  your  whole  system, 
managing  valuable  disk  space,  and  even 
recovering  lost  files  after  a  crash. 

To  purchase,  visit  your  local  software 
reseller.  For  more  information,  call 
1-800-822-6417,  ext.  9NA2  or  visit  us 
at  www.symantec.com. 
Available  for  Windows  and  Macintosh. 
(SAM  for  Macintosh  virus  protection.] 

Protect  yourself. 
Protect  your  friends. 


NORTON 

ANTIVIRUS 


SYMANTEC, 
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Prices  should  dro) 
soon,  but  Dole  an' 
Clinton  are  still 
out  to  score  point 

Leave  it  to  Bob  Dole  and  Bill  (  1 
ton  to  give  new  meaning  to  i 
term  "oil  slick,"  In  the  giips  hI 
election-year  bout  of  one-uiun; 
ship,  the  Pi'esidential  livals  ai'e  jocki 
over  this  spring's  17%  lamup  in  ga-^ 
prices.  Republicans  say  a  White  Hmi 
inspired  tax  increase  is  partly  to  b];ii 
Democrats  point  at  the  gi-eed  of  Bii 
Dole  wants  to  repeal  the  4.3c 
gallon  hike  in  the  gas  tax  levied  as  p 
of  President  Clinton's  1993  deli 
reduction  plan.  The  Kansan — whi; 
backed  at  least  two  gas  tax  hikes  mi 
1982 — hopes  to  ram  the  rollback  tlu-m 
the  Senate  to  underscore  his  crt'iK 
tials  as  a  born-again  tax-cutter.  ( '  1 
ton's  response:  Ponder  the  tax  ' 
dump  12  million  barrels  of  feder;ii 
on  the  market  in  a  symbolic  effoi  i 
push  down  prices,  and  investigate 
companies  for  possible  price-gougii  ii? 

Is  this  a  case  of.  Watch  out  Big  < 
Probably  not.  As  often  happens  in  Wa 
ington,  the  rhetoric  is  heating  up  j 
as  the  market  is  stalling  to  solve  i 
problem.  WTiile  the  spike  has  bo(t  i 
profits  for  oil  producers  and  squc(  , 
both  Sunday  drivers  and  trackers,  jii  n 
now  may  be  stabilizing.  And  futui'es  m 
kets  predict  a  sharp  slide  as  sunm 
wears  on.  Stiff  competition  is  ali  t 
keeping  many  producers  fr-om  pa- 
higher  costs  on  to  the  rest  of  the  e( '  * 
my,  so  there's  httle  inflationaiy  thrcn 
LITTLE  GIFTS.  Still,  none  of  this  will  -1 
the  politicking.  Besides  being  comir; 
predictable,  the  solutions  offered  by  I ; 
and  Clinton  represent  the  newest  t';!il 
the  Presidential  campaign:  small-;  < 
pandei'ing.  The  ongoing  budget  st 
mate  bars  big  giveaways  such  as  a 
die-class  tax  cut,  so  the  candidates  1  > 
over  little  gifts  for  voters.  And  thfi 
lies  ai'e  weighing  in  with  implausible 
posals  of  then-  own:  Senator  Phil  G)-  ;: 
(R-Tex.)  gleefully  suggests  paying 
the  gas-tax  cut  by  slashing  welfare  1  ^ 
eflts,  while  Representative  Ed  war' 
Markey  (D-Mass.)  calls  for  a  wiii 
profits  tax  on  oil  companies.  And  ;i 
of  Greek  chorus  of  congi'essional  i 
mittees  vows  healings  to  get  to  the  i 
torn  of  the  price  hike. 

Who  will  win  in  this  skirmish?  I)n 
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ubit  hasn't  exactly  been 
•esounding  success.  Clin- 
1  trumped  his  rival  by 
ibbing  the  headlines  when 

ordered  the  Justice  and 
ergy  Depts.  to  investigate 
!  role  of  the  oil  companies 
the  price  spike.  And  on 
ir.  29,  he  announced  he 
uld  sell  oil  from  the  fed- 
il  Strategic  Petroleum  Re- 
■ve  (box).  That  would  do 
le  more  than  knock  down 
^  prices  by  perhaps  a 
Ion,  but  it  left  Dole  sput- 
ing  that  Clinton's  action 
s  rank  politics.  "Dole  is  floundering 
)und  looking  for  that  old  Reagan  an- 
IX  message,"  says  Democratic  political 
isultant  Brian  Lunde. 
\MING  BIG  Oil-  The  controversy  could 
;kfire  on  the  oil  industry,  too.  Motorists 
I  irate  over  the  runup,  but  many  blame 
iners  more  than  the  government.  "It's 
;hway  robberj,"  fumes  Los  Angeles 
ver  Ted  Yee.  "The  oil  companies,  the 
ilers,  everyone  is  making  a  profit, 
en  if  taxes  go  dovm,  it's  only  a  small 
1  of  the  price."  "iiiiii^i" 
But  consumers  hke  Yee 
'  only  partly  right.  Oil  com- 
ny  profits  are  booming: 
loco  Corp.  earned  a  record 
i8  million  in  the  first  quar- 
;  while  Texaco  Inc.  hiked 

net  by  30%,  to  $386  mil- 
n.  And  according  to  the 
hfomia  Energy  Commis- 
n,  77%  of  the  32.4(2  price 
s  in  the  Golden  State  went 
aight  to  refiner  margins. 
The  producers  insist,  how- 
3r,  that  they're  not  profit- 
^  any  more  than  they 
)uld.  California  is  a  special 
;e — its  price  hikes  partly 
re  caused  by  the  need  to 
ike  costlier,  cleaner-burn- 
r  gas  required  by  state 
V.  But  the  rest  of  the  coun- 
r  was  caught  up  in  specu- 
ive  price  spiral.  Why? 
erwhelmed  by  winter 
ating-oil  needs,  refiners 
Te  slow  to  catch  up  with 
ing  worldwide  gasoline  de- 
md.  North  Sea  production 
IS  lower  than  expected, 
id  the  industi-y  was  keep- 
r  inventories  low  in  antici- 
tion  of  Iraq's  resumption 
crude  sales.  "Refiners  don't 
tablish  the  price,"  insists 
illiam  C.  Rusnack,  presi- 
nt  of  Arco  Products  Co. 
eople  are  competing  to  get 
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a  limited  supply,  and  price  is  bid  up." 

There  are  lots  of  signs  that  prices 
have  peaked  already.  "The  whole  event 
is  pretty  well  played  out,"  says  Amoco 
Chief  Economist  Ted  Eck.  Diesel  fuel, 
which  topped  $1.30  per  gallon  on  Apr. 
15,  has  fallen  back  about  2?  since.  And 
gasoline  futures  project  a  big  price  drop 
in  coming  months.  For  instance,  on  May 
1,  wholesale  gasohne  for  June  dehveiy 
was  piiced  at  67.2c  a  gallon,  while  Sep- 
tember prices  were  running  only  58.2(2. 

BUY  HIGH,  SELL  LOW 


BIG  DEAL:  The  sell-off  won't  bridge  prices  m  n.cli 


resident  Clinton's  move  to  sell  off  12  million  baiTels  of 
government-stockpiled  oil  may  be  a  political  winner, 
but  for  taxpayers  it's  a  bum  deal.  That's  because  the 
bulk  of  Uncle  Sam's  vast  petroleum  reserves  was  bought 
after  the  1970s  oil  crisis,  when  prices  were  much  higher. 
So  Washington  is  unloading  oil  bought  at  an  average  cost 
of  $27.14  per  barrel  for  about  $19  per  ban-el. 

In  all,  Congr-ess  paid  about  $326  million  for  oil  it  now  is 
selling  for  $228  million.  That's  a  loss  to  taxpayers  of  nearly 
$100  milhon — plus  about  $40  milhon  more  or  so  in  storage 
costs  paid  dm-ing  the  past  decade.  And  for  what?  Experts 
believe  the  extra  supply  won't  have  any  affect  on  oil  prices. 
All  told,  it's  "less  than  a  day's  worth  of  U.  S.  consumption," 
says  economist  Philip  K.  Verleger.  Ironically,  the  seU-off 
was  authoiTzed  by  gop  lawmakers  looking  for  new  revenue. 
Rim  the  numbers,  though,  and  this  idea  is  a  money-loser. 

By  Dean  Foust  in  Washington 


Prices  can't  fall  fast 
enough  for  many  businesses. 
Sure,  big  integi'ated  compa- 
nies are  getting  quick  profits 
from  the  runup  in  crude 
prices.  But  as  consimiei-s  turn 
away  fi'om  high-margin  pre- 
mium gas  and  look  to  no- 
name  discounters,  local  deal- 
ers have  watched  profits 
tumble  as  pump  prices  rise. 
Frets  Cari'oll  Hansen,  who 
owns  Bel  Air  Shell  in  Los 
Angeles:  "Our  margins  are 
really  going  down."  And 
tmckei-s  ai"e  getting  squeezed 
by  the  higher  fuel  prices.  Michael  Mor- 
gan, CEO  of  San  Diego-based  AFM  Tr-ans- 
portation  Services,  tried  to  hike  his 
prices  4%  on  Apr  30  but  says  his  big 
customers  won't  pay:  "Before,  the  aver- 
age trucking  company  had  a  margin  of 
10(2  on  the  dollar.  Now,  the  fuel  price 
hikes  have  taken  away  5^." 

Auto  makers,  who  have  bet  big  on  in- 
satiable demand  for  gas-hungiy  tmcks, 
say  they're  not  wonied  that  prices  will 
chase  away  buyers.  At  Chiysler  Coii3., 
where  tiucks  account  for  64% 
of  sales,  the  biggest  problem 
is  finding  buyers  for  fuel-effi- 
cient compacts  such  as  the 
CuTus.  Says  Chrysler  econo- 
mist Van  Bussmann.  "We 
don't  have  any  plans  to  di'as- 
tically  alter  the  mix  of  vehi- 
cles we  make."  Even  if  gaso- 
line prices  rise  to  $2  a  gallon, 
buyers  won't  be  trading  in 
their  minivans  for  Escorts, 
says  Lincoln  Menihew,  auto 
analyst  for  DRi/McGraw-Hill. 
Moving  fi'om  a  20  mpg  tmck 
to  a  25  mpg  car  would  save 
only  about  $25  a  month. 

So  Americans  are  angiy 
about  gas  price  hikes.  Why 
not?  They  seem  angry  at 
just  about  everything  these 
days.  But  don't  look  for  any 
politician  to  stand  up  and 
remind  voters  that  fuel  is 
cheaper  in  the  U.S.  than 
anywhere  else  in  the  world 
and  that  prices  are  likely  to 
fall  soon  without  Washing- 
ton's meddling.  It's  campaign 
season,  and  every  problem 
needs  a  villain  and  an  easy 
solution. 

By  Howard  Gleckman  in 
Washington,  with  Gary 
McWilliams  in  Houston, 
Nanette  Byrnes  in  Los  An- 
geles, and  Keith  Naughton 
in  Detroit 
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ECONOMIC  ANXIETY  

SOUL-SEARCHING  TIME 
IN  THE  CORNER  OFFICE 

CEOs  ask  what  they  owe  employees 


'Wi 


need  to  rein- 
'  force  that  being 
good  to  people, 
being  loyal,  are  the  right 
things."  Thomas  J.  Moran, 
chief  executive  of  Mutual 
of  America,  was  holding 
forth  on  "Responsible  Cor- 
porate Leadership  in  the 
1990s"  before  100  execu- 
tives and  academics  at  a 
breakfast    sponsored  by 
New  York  City's  Baruch 
College.  It  was  a  nicely 
timed  soliloquy,  arriving  as 
America  grappled  with  the 
economic  angst  perpetrated 
by  its  free-market  system.  Do 
responsible  corporations  lay 
people  off?  Do  they  shut  fac- 
tories and  raze  communities? 

Moran  talked  easily  about 
trust,  humanity,  and  business'  «-^'' 
obhgation  "to  make  its  society  better." 
Then  someone  asked  how  he  would  ad- 
vise AT&T  Chairman  Robert  E.  Allen 
who,  having  announced  40,000  job  cuts, 
reigns  as  the  current  embodiment  of 
corporate  evil.  No  layoffs,  Moran  said. 
"No  one  gets  left  behind."  He  paused, 
then  admitted:  "I'm  glad  I'm  ceo  of  this 
company,  and  not  that  one." 

How  to  avoid  becoming  the  next  Bob 
Allen.  It's  top  of  mind  for  many  a  ceo. 
But  like  Moran,  few  seem  sure  how  far 
to  distance  themselves  from  the  share- 
holder-value-at-any-cost  credo  of  the 
early  '90s.  In  the  face  of  antibusiness 


fervor  that  has  shown 
disturbing  staying  power,  ex- 
ecutives find  themselves  bal- 
ancing an  urge  to  prove  their 
decency  with  a  powerful  loyalty  to  their 
laissez-faire  roots. 

JITTERS.  The  self-doubt  will  be  under- 
scored on  May  16,  when  as  many  as 
100  coi-porate  chiefs  troop  to  Washing- 
ton for  breakfast  with  President  Clinton 
and  his  economic  advisers.  Clinton  wall 
urge  CEOS  to  help  ease  workers'  jitters 
over  downsizing.  Then,  at  a  conference 
at  Georgetown  University,  he  will  spot- 
light the  best  "coi-porate  citizens,"  ask- 
ing progi'essive  CEOs  to  share  their  se- 


GLADHANDING: 

IBM's  Geratner  at. 
the  Education 
Summit 


crets  for  creating  family-friendly  wol- 
places,  training  employees,  and  prov  - 
ing  good  benefits. 

No  question,  Washington  has  e  - 
braced  economic  anxiety  with  electic:- 
year  passion.  After  simmering  for  thie 
years,  a  movement  to  hike  the  mi  - 
mum  wage  to  $5.15  an  hour  has  ;- 
quired  political  substance- 
though  likely  not  enough  ■ 
actually  win  passage  this  ye 
A  raft  of  proposals  fii 
Democratic  hberals,  includi 
Senators  Edward  M.  Kennc 
(D-Mass.)  and  Jeff  Bingain 
(D-N.  M.),  aim  to  reward  <■ 
ployers  vdth  progi*essive 
bor  and  community  relati(  i 
The  White  House  coni 
won't  produce  a  manda 
much  less  easy  answers  . 
the  question  of  busine' 
role  in  society.  The  Adm  - 
istration  wants  to  pla\ 
voters'  edginess  wliile  pi 
moting  its  record  of  \< 
unemployment  and  steu; 
growth.  "Without  a  stros 
economy,   we  would! 
have  the  luxury  to  V<< 
about  things  like  corpor; 
citizenship,"  says  a  seiii 
White  House  aide.  The  i 
shot:  Clinton  will  gently  pr. 
executives,  viithout  embn- 
ing  legislated  solutions  ti  t 
would  comphcate  the  tax  code  and  fi- 
ther  burden  companies. 

Even  so,  the  guys  in  comer  ofl'n 
remain  wary  of  pubhc  opinion.  Exe(- 
tives  such  as  IBM's  Louis  V.  Gerstrr 
Jr.  and  BellSouth's  John  L.  Clendei  i 
loudly  advertised  their  do-good  parti - 
pation  in  the  National  Governors'  As;- 
ciation's  Education  Summit  in  l;i 
March.  And  in  each  of  the  year's  bigv' 
merger  announcements,  managers  ha 
taken  pains  to  dowTiplay  the  role  of  1: 


EMPLOYER  INITIATIVES 

LAYOFFS?  US?  Nynex  and  Bell  Atlantic  have 
aggressively  and  publicly  said  that  their  merger 
won't  require  massive  job  cuts.  Aetna  and  U.  S. 
Healthcare  promised  much  the  same. 


GOVERNMENT  RESPONSES 

HIGHER  PAY  The  iong-simmering  debate  on 
raising  the  minimum  wage  has  hit  the  front 
burner,  becoming  a  contentious  talking  point  fo 
the  November  elections. 


« 


CITIZENSHIP  Corporations  trumpeted  their 
participation  in  the  National  Governors'  Assn. 
Education  Summit,  pointing  to  financial  and 
service  commitments  to  the  nation's  schools. 


PE  '  '  ^  L  :  President  Clinton  will  host  up  to 
100  top  executives  on  May  16  for  a  summit  on 
corporate  social  responsibility.  No  mandates  are 
likely — just  some  comforting  reassurances. 


NEW  SPIN  The  National  Association  of  Manu- 
facturers and  the  Business  Roundtable  have 
produced  studies  to  prove  an  abundance  of 
good  jobs;  the  Council  on  Economic  Develop- 
ment, a  group  of  executives,  concurs. 


FORCE  BUSINESS'  HAND  A  range  of  proposal} 
from  Congress  and  the  Administration  would 
reward  employers  that  act  responsibly.  The 
measures  haven't  gone  far. 


Window 
Dressing 
Or  Real 
Anxiety 
Potions? 
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3;  Nynex  ChaiiTnan  Ivan  (J.  Seiden- 
•g  personally  assured  Labor  Secre- 
y  Robert  B.  Reich  that  job  cuts  re- 
ting  from  his  company's  combination 
,h  Bell  Atlantic  Corp.  would  be  limit- 

"It's  interesting  that  these  compa- 
s  would  make  such  announcements," 
ich  says.  "It  is  almost  as  if  the  audi- 
:e  has  changed  [to  the  public]." 
iVhy,  if  the  threat  of  punitive  gov- 
iment  action  is  so  remote?  Ego  plays 
)art:  "Top  executives  are  driven  in 
y  large  part  by  what  is  seen  as  ac- 
itable  in  their  community,"  says  Peter 
Cappelli,  a  management  professor  at 

University  of  Pennsylvania's  Whar- 

School.  More  to  the  point,  a  corpo- 
ion's  image  is  worth  big  money.  Pub- 
outrage  can  depress  sales,  encourage 
onism,  or  block  expansion  plans, 
r  SO  BAD.  At  best,  though,  relief 
tn  layoffs  is  likely  temporary.  Out- 
cement  consultants  Challenger,  Gray 
Christmas  Inc.  expect  that  compa- 
s  will  throttle  job  cuts  through  the 
ition.  After  that,  says  executive  vice- 
sident  John  A.  Challenger,  "the  beat 
1  go  on."  Indeed,  when  challenged  at 
iing  Co.'s  Apr.  29  annual  meeting  on 

decision  to  hire  8,200  new  workers 
5  year  after  cutting  12,600  jobs  in 
6,  CEO  Phihp  M.  Condit  told  share- 
iers  simply:  "We  are  a  capital-goods 
iplier  operating  in  a  cyclical  indus- 
.  We  have  done  a  lot  to  m.oderate 
se  cycles,  but  we  can't  stop  them." 
\nd  that,  business  argues,  is  not  so 
rible.  The  National  Association  of 
nufacturers,  the  Business  Roundtable 
I  the  Committee  for  Economic  De- 
jpment,  a  group  of  senior  executives, 
have  released  studies  recently  as- 
ting  that  the  economy  is  creating 
V  jobs  of  increasingly  high  quality. 
)se  papers  are  echoed  by  the  White 
use  Council  of  Economic  Advisers, 
ich  on  Apr.  23  reported  that  68%  of 

job  growth  since  February,  1994, 
urred  in  industry  and  occupational 
ups  paying  above-median  wages.  The 
i  also  noted  that  job  displacement 
tears  to  have  dechned  since  1993. 
>o  it  was  all  a  bad  dream?  Well,  no. 
i  economy  has,  in  fact,  produced  8 
lion  new  jobs  in  the  current  expan- 
1.  But  the  traimia  Americans  feel  as 
y  confront  an  ever-more-open,  less 
ulated  capitalist  system  is  very  real, 
imately,  business  won't  do  much  to 
e  the  pain.  "You  don't  unleash  wolves 
I  ask  them  to  behave  like  sheep," 
s  Edward  Luttwak,  a  fellow  at  the 
[iter  for  Strategic  &  International 
idies.  He's  right,  but  it's  not  the  an- 
;r  Americans  will  want  to  hear 
3y  Keith  H.  Hammonds  in  New 
•k,  with  Paul  Magmisson,  Susan  B. 
rland,  and  Mike  McNamee  in 
shington 


COIVIMENTARY 


By  Douglas  Harbrecht  and  Amy  Borrus 

A  LOBBYING  LAW 
THAT'S  ETHICALLY  BACKWARDS 


President  Clinton  likes  to  intro- 
duce Charlene  Barshefsky,  his 
acting  U.  S.  Trade  Representa- 
tive, as  "our  toughest  trade  negotia- 
tor." During  her  tenure  as  deputy 
USTR,  Barshefsky  won  important 
market-opening  concessions  for 
U.  S.  business.  Democrats  and 
Republicans  alike  applaud  her  for 
her  performance. 

In  fact,  Barshefsky  would  be  a 
shoo-in  for  Senate  confirmation  to 


BARSHEFSKY  won't  get  a  crack  at  the  Trade  Rep  post 


succeed  Mickey  Kantor,  who  has  re- 
placed the  late  Ronald  H.  Brown  as 
Commerce  Secretary.  Except  for  one 
thing:  Her  appointment  may  violate 
the  new  Lobbying  Disclosure  Act. 
Enacted  last  year,  the  law  bars  any- 
one who  has  ever  "represented,  aid- 
ed, or  advised  a  foreign  entity"  from 
the  top  trade  post.  Barshefsky 
worked  for  the  Canadian  Embassy 
during  the  1980s.  That's  why  she's 
"Acting"  U.  S.  Trade  Rep. 
EASY  SOLUTION.  This  is  a  conundrum 
with  legs.  Bob  Dole's  top  trade  ad- 
viser, Robert  Lighthizer,  would  be  a 
strong  candidate  for  ustr  should 
Dole  win  the  White  House.  But  un- 
der the  "foreign  agent"  ban,  which 
Dole  sponsored,  Lighthizer  could  be 
disqualified  for  the  same  reason:  He 
lobbied  for  Jamaica  and  for  Brazil's 
Ministry  of  Industry  &  Commerce  in 
the  1980s. 

Here's  an  easy  solution:  Repeal 
this  misguided  ethics  restriction.  In- 
stead, Congress  should  bolster  lobby- 


ing curbs  where  they're  really  need- 
ed— on  trade  officials  after  they 
leave  government. 

Economist  Pat  Choate — whose 
book  Agents  of  Influence  exposed  the 
revolving-door  game  in  the  1980s — 
sees  a  major  flaw  in  the  new  ban. 
"It's  not  what  lobbyists  do  prior  to 
entering  the  government,"  notes 
Choate.  "It's  what  they  do  after  that 
counts."  That's  when  they  can  profit 
from  their  official  contacts.  For  offi- 
cials who  try  to 
help  ex-clients, 
stringent  disclo- 
sure requirements 
are  an  effective 
deterrent. 
SECURITY.  Joseph 
Massey,  a  former 
Deputy  USTR  cur- 
rently teaching  at 
Dartmouth's  Tuck 
School,  says  that  a 
U.  S.  trade  nego- 
tiator actually 
benefits  from  hav- 
ing prior  experi- 
ence representing 
foreign  cUents. 
"AVhy  needlessly 
restrict  your  talent 
pool  for  govern- 
ment service?"  Massey  asks. 

Putting  tighter  restrictions  on 
work  after  government  service, 
though,  would  be  highly  effective. 
For  years,  trade  laviryers  have 
traipsed  through  U.  S.  government 
jobs,  learning  negotiating  strategy 
and  then  signing  on  to  help  foreign 
interests.  "Wliy  are  we  letting  ex- 
officials  sell  access  to  foreign  govern- 
ments now  that  trade  has  become  a 
national  security  issue?"  asks  Greg 
Mastel  of  the  Economic  Strategy  In- 
stitute. In  Japan  and  Germany,  it's 
virtually  unheard  of. 

The  bottom  line:  All  top  trade  offi- 
cials— not  just  the  Trade  Rep — 
should  be  banned  from  representing 
foreign  governments  after  leaving 
their  jobs.  But  let's  not  bar  good 
candidates  because  of  their  prior 
posts.  That's  putting  the  cart  before 
the  horse. 

Harbrecht  and  Borrus  follow  trade 
policy  in  Washington. 
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TELECOMMUNICATIONS 

REACH  OUT 

AND  DO  EVERYTHING 

How  AT&T,  MCI,  and  Sprint  plan  to  minimize  defections 


Need  Internet  access,  a  paging  ser- 
vice, or  home-security  monitoring? 
Call  your  long-distance  company. 
With  telecommunications  reform  giv- 
ing local  phone  companies  the  go-ahead 
to  offer  long-distance,  AT&T,  MCI,  and 
Sprint  are  scrambling  to  protect  their 
90%  share  of  the  $75  billion  market. 
The  strategy:  lock  in  as  many  customers 
as  possible,  as  tightly  as  possible,  before 
war  ei-upts. 

MCI  Communications  Coip.  is  leading 
the  charge  with  its  Apr  29  launch  of 
MCI  One,  a  product  that  allows  cus- 
tomers to  create  their  ovra  bundles  of 
telecom  services.  They'll  get  a  single 
bill  for  any  combination  of  long-distance 
calling,  Internet  access,  cellular  calls, 
and  a  host  of  other  services.  The  key  to 
MCI  One  isn't  the  price  so  much  as  the 
package:  MCi  figiu'es  the  more  sei-vices  it 
sells  to  each  customer,  the  less  likely 
he  or  she  will  be  to  switch  to  a  com- 
petitor "The  whole  long-distance  indus- 


tiy  is  going  away  from  price  competition 
to  service  competition,"  says  libs  Secu- 
rities Inc.  analyst  Linda  B.  Meltzer. 
"They  all  want  to  increase  the  number 
of  dii"ect  Unks  to  the  customer" 

The  strategy  isn't  unique  to  long-dis- 
tance canners.  mfs  Communications  Co., 
which  provides  high-speed  phone  lines 
to  businesses,  said  on  Apr  30  that  it 
will  buy  Internet  access  company 
UUnet  Technologies  Inc.  for  $2  billion  in 
stock  so  that  it  can  package  online  ser- 
vices with  voice,  data,  and  video  trans- 
mission for  50,000  business  customers. 
SATELLITE  TV.  The  long-distance  giants, 
though,  are  targeting  the  larger  con- 
sumer market,  at&t  is  offering  a  free 
year  of  Internet  access  to  its  86  mil- 
lion long-distance  customers — and 
500,000  signed  up  during  the  first  six 
weeks.  TV  hookups  are  next.  Starting 
on  May  6,  at&t  customers  can  get  a 
discount  on  Hughes  Electronics  Corp.'s 
DirecTV  satellite-broadcasting  service. 


ALL  IN  ONE 

Before  war  with 


Not  to  be  left  e 
hind.  Sprint  Coj  ) 
marketing  long  i; 
the  Bells  erupts,  tance  to  Tele-d 
the  Big  Three       munications  Inc.'s  a 

are  luring  ^1^-^^  customer^ir 

°  250  markets,  bp 

customers  With  will  also  thro^^ 
snazzy  services     vrireless  calhng  ; 

roUs  out  its  new 
ital  service.  And  all  three  long-dist: 
giants  plan  to  offer  local  calling. 

The  carriers  figiire  customers  . 
flock  to  their  one-stop  shops  prim; 
because  it's  easier— customers  need 
deal  with  one  company  and  pay 
monthly  bill.  Sprint  has  proven  tht 
peal  of  simplicity  with  its  yea; 
Sprint  Sense  program,  which  offers 
sumers  a  flat  rate  of  IO0  per  \onu 
tance  minute.  Thanks  to  the  eas\ 
understand  plan,  Sprint's  long-disl: 
revenues  in  the  first  quarter  rose  14 
the  best  showing  of  the  Big  Three. 

That  doesn't  mean  the  carriers  \\ 
stifl  compete  on  price,  at&t  saw  1< 
distance  volume  grow  only  7.7%  in 
fii'st  quarter  It  went  on  the  offensi\ 
March,  maiUng  out  $50  and  $75  ch.- 
to  entice  customers  back,  and  comp 
officials  say  at&t  ended  the  quat 
with  a  net  gain  in  subscribers. 

The  difference  from  past  price  \^ 
however,  is  that  at&t  did  not  cut 
basic  rate.  "You  don't  have  a  gem 
overall  price  reduction  going  on,"  ^ 
Joseph  P.  Nacchio,  head  of  at&t's  i 
sumer  and  small-business  division, 
think  you'll  see  a  lot  of  the  long-i^ 
tance  carriers  throwing  more  mone\ 
customer  acquisition  because  they  w 
to  be  positioned  before  the  next  ph;i: 

The  next  phase  is  the  entry  of 
Befls  into  long  distance.  The  local  ■ 
nopolies  also  plan  to  bundle  servici 
but  not  for  a  while.  Federal  law 
quires  them  to  establish  sepai' 
long-distance  subsidiaries  for  tli 
years,  and  they  aren't  allowed  to 
cable  systems  in  their-  region.  The  h 
distance  carriers  hope  that  by  the  t 
those  restrictions  are  Ufted,  custon 
will  be  too  hooked  to  switch. 

By  Catherine  Amst  in  New  Yc 
with  Amy  Barrett  in  Washington 


DEALS,  DEALS.  DEALS! 


To  lure  customers,  long-distance  phone  companies  are  offering  everything  from 
personal  800  numbers  to  cable  TV 


AT&T  Customers  can  sign  up  for  a 
year's  free  Internet  access,  cellular 
phone  service  that  covers  40%  of  the 
country,  the  Universal  credit  card, 
and,  starting  May  6,  the  DirecTV 
satellite-broadcast  service. 


MCI  The  second-place  carrier  is  the 
first  to  offer  a  range  of  services  bun- 
dled onto  one  bill.  Its  MCI  One 
package  can  be  customized  to 
include  long-distance  calls,  cellular 
phoning,  and  other  services. 


SPRINT  Sprint  is  offering  long-dis 
tance  to  customers  of  Tele-Commun 
cations'  250  cable  franchises  and  t 
its  own  local  phone  customers  in 
Orlando.  Soon  to  be  added  to  the 
package:  wireless  calling. 
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AWSUITS 


VITH  FEUDS  LIKE  THIS. 
VHO  NEEDS  THE  MOVIES? 

;  doesn't  get  a  lot  nastier  than  the  MCA- Viacom  brawl 


S  SHOWTIME  :  TV  Land  on  display  at  a  national  cable  convention  in  L.A. 


Ipr.  29  was  a  big  day  for  Viacom 
Inc.  Chairman  Sumner  M.  Redstone 
but  hardly  a  red-letter  one.  Viacom 
iinched  TV  Land,  a  24-hour  cable  chan- 
il  devoted  to  reruns  such  as  Oreen 
cres  and  The  Addams  Family.  At  the 
jne  time,  it  was  hit  with  a  nasty  law- 
lit  by  MCA  Inc.,  which  is  now  run  by 
rank  J.  Biondi  Jr,  the  ceo  Redstone 
•ed  earUer  this  year.  A  tough  Utigator 
mself,  Redstone  countersued. 
MCA  and  Viacom's  Paramount  Com- 
unications  Inc.  unit  are  ripe  for  a  di- 
)rce.  They've  been  partners  since  1981, 
hen  they  agreed  to  jointly  own  usa 
etworks,  which  airs  both  the  USA  and 
le  Sci-Fi  cable  channels.  The  tale  lead- 
g  up  to  their  nasty  legal  spat  involves 
me  of  the  fiercest  Hollywood  infighting 
years,  with  Edgar  Bronfman  Jr.,  CEO 
'  Seagram  Co.,  mca's  parent,  crossing 
)ees  with  Redstone,  one  of  the  enter- 
.inment  industry's  wiliest  swordsmen, 
lie  outcome  will  go  a  long  way  toward 
lowing  if  Bronfman  is  the  starstioick 
ch  kid  many  dismiss  him  as,  or  a  me- 
a  mogul  to  be  reckoned  with. 
The  feud  wound  up  in  the  courts  de- 
)ite  intense  negotiations  between  Red- 
one and  Bronfman.  Their  main  point  of 
spute:  a  clause  in  the  partnership 
jreement,  signed  by  previous  owners 
'both  companies,  that  bars  each  from 
dependently  starting  or  running  a 
•mpeting  cable  channel.  Any  new  chan- 


Biondi  may  actually  be 

Redstone's  valuable,  if 
unwilling,  ally  in  the 
enemy  camp 


nels  are  supposed  to  be  launched 
through  USA,  giving  both  partners  an 
equal  stake.  Indeed,  using  usa  as  a  joint 
MCAA^iacom  vehicle  was  seen  as  plenty 
viable  last  year,  when  the  two  compa- 
nies briefly  discussed  having  it  make  a 
bid  for  CBS  Inc.  Now,  mca  says  Via- 
com's launch  of  TV  Land  was  a  flagrant 
betrayal  of  the  agreement.  Viacom  says 
MCA  is  just  using  the  TV  Land  issue  to 
force  it  to  sell  its  half  of  usa  to  mca. 

MCA  fii-st  raised  its  objection  to  the  TV 
Land  launch  in  December,  six  weeks  af- 
ter Biondi  announced  the  venture.  Then, 
in  January,  Redstone  abruptly  fired 
Biondi.  Bronfman  needed  a  seasoned 
executive  to  run  mca,  and  he  asked 
Redstone  to  release  Biondi  fi'om  a  one- 
year  noncompete  clause  in  his  employ- 
ment contract. 

After  a  meeting  on  Feb.  12,  Red- 
stone thought  he  had  a  deal  that  made 
everyone  happy:  Biondi  would  be  free  to 
go  to  mca,  and  mca  would  withdraw  its 


objections  to  TV  Land.  But,  as  described 
in  Viacom's  court  filings,  the  next  two 
months  were  a  maddening  series  of  flip- 
flops,  with  Bronfman  agreeing  to  a  deal, 
then  changing  his  mind. 

On  Apr.  11,  Bronfman  called  Red- 
stone and  said  mca  would  sue  if  Via- 
com didn't  sell  its  stake  in  USA.  It  would 
have  fetched  a  nice  price:  Analysts  es- 
timate the  venture's  total  value  at  $3.5 
bfllion  to  $4.5  billion.  Soon  afterward, 
Redstone  surprised  many  by  releasing 
Biondi  from  his  noncompete  clause, 
without  any  concessions  from  mca  in 
return.  On  Apr.  22,  Redstone  sent  Bion- 
di a  letter,  saying  it  appeared  the  tv 
Land  issue  wouldn't  be  resolved  soon 
and  that  he  didn't  wish  Biondi  to  be  a 
pawn  in  the  conflict. 
CRAFTIEST  IVIOVE.  But  releasing  Biondi 
may  have  been  Redstone's  craftiest 
move  yet.  Since  he  ab'eady  knew  mca 
would  probably  sue  when  TV  Land  was 
launched  on  Apr.  29,  having  Biondi  at 
MCA  made  him  a  valuable,  if  unwilling, 
ally  in  the  enemy  camp.  As  ceo  of  Via- 
com, Biondi  had  maintained  for  months 
that  TV  Land  was  a  spin-off  of  Nick  at 
Nite,  not  a  new  cable  channel,  and 
therefore  not  subject  to  the  clause  in 
the  USA  agi'eement.  Now  that  Biondi  is 
CEO  of  mca,  it  would  be  ruinous  if  he 
said  as  much  under  oath.  Redstone  may 
also  be  counting  on  Biondi  to  negotiate 
a  compromise  between  his  cun'ent  and 
ex-bosses. 

mca  badly  needs  usa.  It  has  no  other 
cable  outlet,  and  USA,  with  $520  milhon 
in  annual  revenues  and  the  potential  to 
be  seen  in  66  milhon  homes,  is  the  per- 
fect vehicle  for  mca's  library  of  16,500 
houi's  of  TV  programs  such  as  Mc Hale's 
Nairy  and  Leave  it  to  Beaver.  As  a  prac- 
tical matter,  mca  can't  just  make  Viacom 
an  offer  for  its  usa  stake.  Under  the 
1981  agreement,  whichever  partner  ini- 
tiates the  breakup  must  allow  the  other 
the  first  opportunity  to  buy. 

If  MCA  made  the  fii-.st  move,  it  would, 
in  effect,  be  giving  Viacom  the  right  to 
acquire  all  of  usa.  In  its  suit,  mca  is 
asking  that  a  judge  declare  that  Via- 
com's 1994  acquisition  of  Paramount 
triggered  such  an  event,  which  would 
give  MCA  the  right  to  buy  Viacom  out. 
MCA  argues  that  when  Viacom  bought 
Paramount,  it  immediately  ran  afoul  of 
the  USA  agreement  by  independently 
operating  three  other  cable  channels  it 
owns — MTV,  VH-1  and  Nickelodeon. 

The  suit  goes  to  a  Delaware  court, 
which  has  scheduled  the  trial  for  Oct.  1. 
Will  it  come  to  that,  or  will  Bronfman 
and  Redstone  reach  a  compromise?  If 
they  don't,  MCA  faces  the  glum  prospect 
of  its  own  CEO  being  called  as  a  witness 
for  the  other  side. 

By  Ronald  Grover  and  Elizabeth 
Lesly  in  Los  Angeles  / 
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STRATEGIES 


REVCO:  IT'S  GREAT 
TO  BE  ALIVE,  SORT  OF 

The  drug  chain  retools  for  a  future  it  thought  it  didn't  have 


For  19  years,  the  Revco-Clevehim 
Marathon  has  been  a  springtime 
civic  celebration.  But  participants 
wondered  if  this  year's  race,  scheduled 
for  May  5,  might  be  the  last — the  victim 
of  the  local  drugstore  chain's  merger 
with  rival  Rite  Aid  Corp. 

It  was  a  close  one.  Thanks  largely  to 
the  Federal  Trade  Commission,  the 
marathon — and  Revco  D.  S.  Inc. — will 
remain  in  business.  On  Apr.  24,  Rite 
Aid  vdthdrew  its  offer,  bowing  to  ftc 
complaints  that  the  new  dingstore  chain 
would  conti'ol  too  much  of  the  mai'ket  in 
nine  states.  The  unexpected  decision 
may  have  been  good  news  to  10,000 
marathon  i-unners,  but  it  has  complicat- 
ed the  economic  future  of  a  company 
that  had  planned  to  vanish  fi-om  the  cor- 
porate scene.  Executives  had  been  scout- 
ing for  new  positions.  Expansion  plans 
were  shelved.  And  modernization  of  ac- 
quired stores  ground  to  a  halt.  "They 
thought  they  were  dead,  and  have  been 
laying  on  a  slab  for  five  months,"  says 
Mark  A.  Husson,  an  analyst  at  J.  R  Mor- 
gan Secuiities  Inc.  "They  have  to  get  oS 
a  slab  and  start  moving  again." 

Can  a  company  come  back  from  such 
a  near-death  exiDerience — particulai'ly  af- 


uiu  t'l'i'iii  a  .-ramiLi  iiaiil'.i'Uptcy 
reorganization  just  four  yeai's  ago?  The 
short-nm  prognosis  appears  good:  In  an 
upbeat  Apr.  29  conference  call  with  Wall 
Street  analysts,  Pi'esident  and  Chief  Ex- 
ecutive D.  Dwayne  Hoven  assiu'ed  Wall 
Street  that  eaiTiings  would  meet  ana- 
lysts' estimates  for  the  fiscal  yeai"  ending 
in  June — and  exceed  them  next  year. 
Philip  J.  Muldoon,  an  analyst  at  McDon- 
ald &  Co.  Securities  Inc.,  figui'es  Revco 
will  earn  $83  million  on  $5.2  billion  in 
sales  this  fiscal  year.  In  fact,  because  it 
had  suspended  efforts  to  find  and  build 
new  stores  and  invest  in  its  systems, 
expenses  are  a  bit  lower, 
and  sales  have  remained 
strong. 

A  Revco  spokesman 
says  it  is  wrrong  to  "tlunli 
we've  just  been  counting 
ceiling  tiles  the  last  few 
months."  But  the  compa- 
ny is  just  restarting  its 
real  estate  development 
efforts.  It  also  has  fallen 
behind  rivals  in  develop- 
ing its  own  department 
to  manage  pharmacy 
benefits,   which  would 


I 


PROGNOSIS 

While  sales  have 
stayed  strong, 


keeping  top 
managers  who 
had  planned  to 
leave  after  the 
Rite  Aid  merger 
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BUYING  CLOUT 


RETAIL  DRUG 
PRESCRIPTIONS  PAID 
FOR  BY  HMOs,  PPGs,  AND 
OTHER  MANAGED-CARE 
PROVIDERS 


compete  with  the  big  managers  th; 
have  come  to  dominate  the  prescriptio 
drug  business. 

Revco's  long-term  strategic  challenge 
to  grow  fast  enough — and  be  efficiei 
enough^ — so  that  it  can  offset  the  pre 
sure  being  put  on  drug  prices  by  the: 
huge  purchasers.  Managed-care  comp 
nies  are  quickly  increasing  their  sha: 
of  prescription-drug  sales  (chart),  ai 
Revco  is  winnii 
plenty  of  their  bui 
ness.  But  with  ma 
aged-care  compani 
now  paying  for 

Revco's  fate  may  bulk    of  Revc( 

depend  on  its  -"^P^s,  gross  margi 
are  being  squeeze 
falling  from  29.6 
to  29.3%  in  the  pa 
year. 

SWEETENER.  RevCC 
long-term  fate  m; 
depend  on  its  abili' 
to  retain  manage: 
who  had  expected  to  leave  the  compai 
once  Rite  Aid  took  charge.  "Everybo( 
was  out  looking  for  jobs,"  notes  Muldoo 
Even  Hoven,  who  says  he  now  will  st; 
with  Revco,  had  ah'eady  sold  his  hou 
and  planned  a  move  to  Florida.  Tbp  ma 
agers  had  I'eason  to  wait  around  for  t] 
conclusion  of  the  sale  before  leaving  tl 
company:  severance  packages  and 
tions  that  ran  into  the  millions  of  d( 
lai-s.  That's  why  only  about  120  of  t' 
1,100  lower-level  headquarters  emplo 
ees  had  left  before  the  ftc  intervened 
Since  the  deal's  collapse.  Chief  Fina 
cial  Officer  James  J.  Hagan  is  the  on  ^ 
top  manager  who  has  announced  his  d 
parture — and  he  had  promised  to  j  m 
elsewhere  months  ago.  "You'll  see 
fections  here  and  there,"  says  Hags  In 
who  emphasizes  that  "there  is  no  ma  m 
exodus  here." 

To  make  sui"e,  Revco  is  planning 
incentive  sweetener  for  executives.  Ho 
en  expects  most  of  Revco's  manageme  ffi 
to  remain  intact.  The  day  after  Rite  A 
abandoned  its  bid,  owners  Sam  Zell  a: 
Talton  R.  Embry  d 
clared  that  "our  board 
not  seeking  another  bu 
er  for  Revco."  Indet 
says  Chief  Operating  ( 
ficer  Carl  A.  Belli 
Revco  hopes  to  becor 
a  buyer  itself  as  consc 
dations  continue.  Nc 
back  from  the  brir 
Revco  is  v/armi 
up  again  for  a  n( 
marathon. 

By  Zachary  Schill 
in  Cleveland 
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ET'S  ORDER  OUT 
DR  TECHNOLOGY 

rporate  America  can't  outsource  fast  enough 


ust  a  few  years  ago,  if  a  company 
turned  over  the  operation  of  its  in- 
formation systems  to  an  outsider,  it 
taken  as  a  sign  of  trouble.  Banks,  in 
ticular,  sokl  off  their  computers  and 
id  contractors  to  crunch  their  num- 
3  as  a  way  of  raising  cash  and  fixing 
mce  sheets  during  the  early-1990s 
jssion. 

Jo  longer.  Today,  Corporate  America 
t  outsource  data  centers,  computer 
ivorks,  PC  support  services,  and  soft- 
e  development  fast  enough.  And  out- 
rcing  is  a  sign  of  corporate  health 
technological  savvy.  Indeed,  banking 
computer  industry  executives  ex- 
L  J.  P.  Morgan,  one  of  Wall  Street's 
;t  aggressive  users  of  technology,  to 
ounce  in  mid-May  a  wide-ranging, 
)ilUon  outsourcing  deal, 
lome  20%  of  the  largest  U.  S.  com- 
ies  now  use  some  form  of  technology 
sourcing,  says  Howard  Anderson, 
sident  of  consultants  Yankee  Group 
learch  Inc.  In  recent  months,  outfits 
h  as  AT&T's  new  Lucent  Technolo- 
>  unit,  Ameritech,  and  Rubbermaid 
e  signed  big  outsourcing  deals.  And 
;e  deals  are  under  consideration  at 
iia  Life  &  Casualty  and  DuPont. 
1NG  KNOWLEDGE.  Computer  Sciences 
•p.  of  El  Segundo,  Cahf.,  No.  2  in 
sourcing  after  Electronic  Data  Sys- 
is  Corp.,  has  identified  between  $10 
ion  and  $15  billion  in  commercial 
iness  that  it  may  compete  for  in  the 
t  nine  months.  "That  exceeds  all  the 
nmercial]  revenues  we've  closed  to 
2  in  the  past  five  years,"  says  Tom 
Wadison,  president  of  csc's  Integrat- 
Business  Services  Group,  its  out- 
rcing  arm.  'We  now  have  the  largest 


[order]  pipeline 
ever."  On  Apr.  29, 
CSC  announced  that 
it  will  pay  $1.5  bil- 
lion in  stock  for  Con- 
tinuum Co.,  a  spe- 
cialist in  supplying 
software  and  running 
computers  for  banks 
and  insurers. 

There's  more  than 
a  desire  to  rein  in 
data  center  costs  dri- 
ving   the  current 
trend.  Now,  compa- 
nies are  more  inter- 
ested in  finding  a 
partner    that  can 
keep  them  abreast  of 
accelerating  technol- 
ogy. "People  want  to 
buy  knowledge,  not 
develop    it  them- 
selves," says  John  K. 
Halvey,   a  partner 
specializing  in  outsourcing  deals  at  law 
firm  Millbank,  Tweed,  Hadley,  and  Mc- 
Cloy  in  New  York.  Mutual  Life  Insur- 
ance Co.  of  New  York  is  spending  $205 
miEion  over  seven  years  vvith  esc — only 
a  Uttle  less  than  it  would  have  spent 
itself  converting  from  main&~ames  to  PC- 
based  networks.  But  "we'll  end  up  with 
dramatically  enhanced  [systems]  and 
significantly  improved  business  capabil- 
ities," says  Chief  Information  Officer 
E.  P.  Rogers. 

J.  P.  Morgan  &  Co.  has  been  explor- 
ing outsourcing,  a  spokesman  says,  "not 
to  get  out  of  technology  but  to  broaden 
our  capabiUty."  The  csc-Ied  team  bid- 
ding against  eds  for  the  investment 


bank's  business,  for  instance,  includes 
AT&T  to  manage  networking,  Bell  At- 
lantic Corp.  to  install  and  service  Mor- 
gan's desktop  computers,  and  Andersen 
Consulting  to  help  Morgan  design  and 
build  future  systems. 

The  menu  of  outsourcing  services  is 
broadening,  and  corporations  are  care- 
fully reviewing  their  options.  Ameritech 
studied  for  15  months  before  awai'ding  a 
10-year,  multibiUion-dollar  deal  to  IBM's 
Integrated  Systems  Solutions  Corp.  sub- 
sidiary in  late  April,  issc  will  consolidate 
Ameritech's  current  26  data  centers  to 
maybe  five  and  help  it  rebuild  biUing 
and  other  systems  for  future  communi- 
cations markets.  CUff  Dodd,  Ameritech's 
chief  infoiTnation  offi- 
cer, says  buying  and 
running  mainft*ames 

ETNA  has  been  shopping  for  a  company  to  handle  its  comput-  "^•'^^  buying 

g  services,  a  deal  possibly  worth  billions.  The  effort  has  been  '^"projected worldwide  ^  wattage  from  the 
ilayed  by  the  insurer's  agreement  to  acquire  US  Healthcare.  revenues  from  P^^f**  ^■<^"^P^"y-"  . 

  J 10  coMPUTER-REUTEO  The  outsourcmg 

MERiTECH  and  LUCENT  TECHNOLOGIES  recently  signed  10-  outsourcing^^  g-ame  is  getting  more 

lar,  multibillion-dollar  contracts  with  IBM,  which  will  provide  a       90  complicated.  But 

ide  range  of  computer  support  for  each  company.  ^^^^  with  so  many  deals 

P.  MORGAN  soon  will  announce  an  estimated  $3  billion  deal  fj^^^f^.,]""^!!^'"!*^^'^ 
■ii-    i.!-     1-1    J.  i   ^   i  ^        ^        ■  mvolved,  the  com- 

ith  either  Electronic  Data  Systems  or  Computer  Sciences.  puter  services  com- 

Q  I  I  III  I 

EARS  has  farmed  out  management  of  its  data  centers,  net-  '95    %    97    98    99   2000      panies  are  happy  to 

Drks,  and  help  desks  for  employees.  a  billions  of  dollars  do  whatever  it  takes. 

INTERNATIONAL  DATA  CORP,  Bv  Johll  W.  VeHtU 

DATA;  BUSINESS  WEEK  .  ,  ^ 

in  New  York 
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COIVilVIENTARY 

By  Kathleen  Kerwin 


MEMO  TO  GM  AND  THE  UAW:  END  THE  GAME  OF  CHICKEN 


PAIN  IN  DAYTON: 


General  Motors  Vice- 
Chairman  Harry  J. 
Pearce  has  brought 
a  sharp  change  in  tone 
to  a  company  long  con- 
sidered a  paper  tiger  in 
its  dealings  with  labor. 
His  get-tough  stance  has 
Wall  Street  buzzing  with 
talk  that  gm  will  wring 
major  concessions  from 
the  United  Auto  Work- 
ers when  its  labor  pact 
expires  this  fall.  Among 
gm's  goals:  more  out- 
sourcing, more  sales  of 
parts-making  plants,  and 
lower  wages  for  new 
parts  workers.  But  what 
has  really  put  the  gleam 
in  Wall  Street's  eye  is  the  hope  that 
General  Motors  Corp.  might  get  out 
of  the  parts  business  altogether. 

Nonetheless,  the  risks  of  pursuing 
such  a  hard-line  strategy  are  high. 
The  UAW  is  almost  certainly  not  go- 
ing to  give  CM  its  way  without  a 
knock-down,  drag-out  fight.  How  bad 
can  it  get?  Consider  that  a  17-day 
walkout  in  March  against  gm's  Day- 
ton (Ohio)  parts  plant  cost  it  $900 
million  in  profits.  A  lengthy  national 
strike  would  cost  bilhons.  Even  if  gm 
won  in  the  end,  it  would  be  left  with 
a  deeply  embittered  workforce — se- 
verely hampering  its  crucial  efforts 
to  improve  productivity  and  quality. 
"They  are  embarked  on  a  high-risk 
gamble  that  could  fray  or  destroy 
their  long-term  relations  with  the 
UAW,"  says  Harley  Shaiken,  a  labor 
professor  at  University  of  CaUfomia 
at  Berkeley. 

PRAGMATIC  PLAN.  A  better  strategy: 
GM  should  stand  firm  with  the  union 
and  insist  that  a  half-dozen  uncom- 
petitive parts  operations  be  dumped. 
In  exchange,  the  company  should 
pledge  to  then  continue  the  tough 
work  of  grinding  out  higher  produc- 
tivity plant  by  plant  at  those  that 
remain.  Such  an  approach  may  not 
sound  glamorous  to  Wall  Street,  but 
it's  more  pragmatic  than  Pearce's 
grandstanding. 

There's  also  evidence  that  it 
would  work.  Since  1992,  collaborat- 
ing with  the  UAW,  the  auto  maker 


day  strike  cost  $900  niiUion  in  profits 


has  slashed  the  number  of  its  mon- 
ey-losing parts  plants  from  50  to  14. 
Its  giant  Delphi  automotive  systems 
parts  division  has  turned  a  profit  for 
the  past  three  years,  gm's  hydraulic- 
valve-Hfter  plant  in  Grand  Rapids, 
Mich.,  has  been  restructured  to  in- 
clude workers  in  operating  deci- 
sions— and  won  quality  awards  from 
Toyota.  Similarly,  a  steering  plant  in 
Saginaw,  Mich.,  got  good  results  by 
instalhng  a  flexible  manufacturing 
system. 

At  the  heart  of  gm's  labor  conflict 
is  a  dispute  about  the  company's  fu- 
ture as  an  integrated  manufacturer. 
For  decades,  the  carmaker  extolled 
the  advantages  of  its  strategy  of 
"vertical  integration,"  meaning  it 
makes  more  of  its  own  components 
than  other  auto  makers.  But  today, 
many  parts  operations  are  ineffi- 
cient. And  gm  feels 
that  the  union  ag- 
gravates the  prob- 
lem by  forcing  it  to 
pay  parts  workers 
the  same  $43  an 
hour  in  pay  and  ben- 
efits that  assembly- 
line  employees  earn. 
The  union,  con- 
cerned partly  about 
its  thinning  ranks, 
wall  fiercely  resist  if 
GM  tries  to  ditch  too 
many  parts  jobs. 

Pearce's  tough  talk 


would  be  more  sensible 
he  toned  it  down.  There's 
nothing  wrong  with  let- 
ting the  union  know  that 
the  company  has  greater 
resolve  than  before.  GM 
has  gotten  more  efficient, 
but  it  still  lags  behind  its 
U.  S.  rivals:  Even  now, 
GM  spends  30  hours  mak- 
ing a  vehicle,  vs.  27.2 
hours  for  Chrysler  Corp. 
and  25  horn's  for  Ford 
Motor  Co.  (chart).  But 
GM  has  overplayed  its 
hand,  losing  a  ton  of 
money  in  the  Dayton 
showdown  and  gaining 
little  in  return.  At  best, 
management  retained  the 
freedom  to  outsource  a  hundred  or  so 
fiiture  jobs.  But  it  was  forced  to 
agree  to  add  other  jobs  at  the  plant. 
OVERWHELMING.  Pearce  and  gm's 
boai'd  undoubtedly  hope  to  repeat 
the  success  of  Caterpillar  Inc.,  which 
went  head-to-head  with  the  UAW  and 
then  won  a  lengthy  strike  last  year. 
The  Cat  struggle  left  the  UAW  more 
vulnerable  by  chewing  up  nearly 
$200  million  of  its  $900  milhon  strike 
fund.  But  GM  isn't  Cat.  Caterpillar 
raked  in  record  profits  by  running 
its  plants  with  replacement  workers. 
And  it  has  only  12,000  union  mem- 
bers. GM  would  have  to  hire  220,000 
people  at  142  plants  to  do  the 
same — a  daunting  task. 

Since  the  UAW  isn't  going  to  let  GM 
take  the  easy  way  out,  Pearce  &  Co. 
have  two  choices:  They  can  get  down 
to  business  and  demand  that  UAW 
President  Stephen 
P.  Yokich  help  in  fix 
ing  the  carmaker's 
problems.  Or  they 
can  play  a  noisy 
game  of  chicken 
that's  likely  to 
cost  a  bundle  and 
produce  few  results, 
The  latter  is  a 
gamble  GM  can  ill 
afford. 


THE  CRUX  OF  GM'S  PROBLEM 

AVERAGE  TIME  TAKEN 
TO  ASSEMBLE  A  VEHICLE 


28 --^H-  

1.1 


FORD  CHRYSLER 


GM 

AHOURS 

FIGURES  ARE  FOR  1994,  THE  MOST  RECENT  AVAILABLE 
DATA  HARBOUR  AND  ASSOCIATES 


Kerwin  is  BUSI- 
NESS week's  Detroi 
bureau  chief. 
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You  have  to  accommodate  the  past. 
Prevail  in  the  present.  And  remain 
flexible  into  the  future.  Feel  any  pressure? 

What  computer  company  do  you  work  with? 

You   should   be   working   with   Hewlett-Packard,   a  company 
hat  knows  how  to  make  client/server  solutions  work  in  the 

real   world.    Over   the   years,    HP   has   helped   thousands  of 
o  m  p  a  n  i  e  s  successfully  transition  to  flexible  open   e  n  I  e  r  j)  r  i  s  e 
•  o  m  p  u  t  i  n  g  .   And   we   can   do  the  same   for  you.    If  the  business 
decisions   are   yours,   the   computer  system   should   be  ours. 


Hewlett-Packard    Computer  Systems 


I 


News:  Analysis  &  Commentary 


BASKETBALL 


TWO  LEAGUES 
OF  THEIR  OWN? 

Women's  hoops  is  hot.  Just  ask  the  NBA  and  the  fledgling  ABL 


Fat    salaries    and  endorsements, 
screaming  fans,  limos.  Oh,  the  glam- 
our of  professional  basketball — un- 
less, of  course,  you're  a  female  player. 

For  the  past  decade,  there  has  been  a 
glaring  disparity:  Women's  college  bas- 
ketball has  been  on  fire,  with  atten- 
dance tripling  since  1985,  TV  ratings 
soaring,  and  charismatic  players  such 
as  fomer  University  of  Connecticut  star 
Rebecca  Lobo  showing  up  on  magazine 
covers  and  slapping  high-fives  with 
David  Letterman.  But  because  there's 
no  U.S.  pro  league,  as  soon  as  they 
turn  in  theu'  cap  and  gowns,  the  cream 
of  the  American  women's  hoop  crop  has 
departed  for  foreign  teams. 

Now,   two   would-be  professional 
leagues  are  gambling  that  women's  bas- 
ketball is  good  business.  On  Apr.  24, 
National  Basketball  Assn.  Commission- 
er David  J.  Stem  proclaimed  women's 
pro  ball  "ready  to  bloom"  and  an- 
nounced an  NBA-backed,  eight-team 
league  that  would  begin  playing  a 
summer  schedule  in  1997.  But 
while  the  nba's  potential  market-  ■ 
ing  clout  could  bode  great  things 
for  women's  ball,  the  league 
doesn't  yet  have  players,  coaches 
venues,  or  even  a  name. 
MARQUEE  PLAYERS.  Mean- 
while, since  last  September, 
a  smaller  West  Coast  effort 
has  been  quietly  creating  a 
league   of  its   own.  The 
American  Basketball  League 
already  has  signed  eight 
marquee  players,  including 
USA  Basketball  star  Jennifer 
Azzi  and  four-time  Olympian   


Women's  Professional  Basketball  League 
drew  poorly.  In  the  early  1990s,  another 
effort  lasted  only  one  game  after  outfit- 
ting its  players  in  spandex  and  loweiing 
the  baskets  several  feet. 

The  women's  game  has  come  a  long 
way  since  then.  Talented  athletes  such 
as  University  of  Tennessee  star 
Michelle  "Spinderella"  Marciniak  have 
become  role  models  for  their  discipline, 
talent,  and  athleticism.  Major  women's 
programs  at  Tennessee  and  Stanford 
often  outdraw  their  male  counterparts. 
More  important,  the  game's  a  hit  on 
TV.  ESPN  spokesman  Dean  Diltz  says 


Women's  Pro 
Basketball: 
Back  on  the  Map 

Where  the  A  merican 
Basketball  League 
will  place  its 


Teresa  Edwards.  And  al- 
most 500  women  have  regis- 
tered for  its  May  28  tiyouts 
in  Atlanta.  Unlike  the  xba- 
backed  summer  league,  the 
abl's  season  will  follow  a 
more  traditional  October-to- 
March  schedule,  targeting 
modest-size  arenas. 

The  trick  is  to  build  on 
the  sport's  growing — but 
still  mostly  regional — fan 
base.  That's  something  past 
efforts  couldn't  accomphsh. 
In    the    late    1970s,  the 
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the  3.7  rating  share  for  the  '96  ti 
clash  between  Tennessee  and  Gecn 
was  ESPN's  best  ever  for  a  wonii 
basketball  event — and  fell  just  sh; 
the  network's  top-rated  men's  ga; 
Last  year,  ESPN  inked  a  seven-yeai'  i 
to  cover  National  Collegiate  Athl- 
Assn.  women's  basketball.  "It  has  1' 
proven  that  there's  an  audience  i 
there,"  says  Diltz. 

But  could  two  leagues  be  too  mn> 
The  nba's  announcement  broadsided  i 
ABL  as  the  pioneers  were  trying  to 
coaching,  tv,  and  sponsorship  deals, 
signees  seem  veiy  loyal,  but  the  lea 
has  raised  just  .S4  million — peanuts  v 
pai-ed  with  the  nba's  potential.  "Tht 
vei-y  formidable  competition,"  cono 
ABL  co-founder  Gary  Cavalli.  Still,  1 
Olympic  women's  coach  Tara  \ 
Derveer  applauds  the  nba:  "If  the 
ran  a  league  on  Mars  I  think  wci 
would  go  there  to  play." 
SLAM  DUNK.  Sponsors  are  waiting 
hear  concrete  plans  from  the  > 
though  corporate  backers  of  wome 
basketball  include  Champion,  Se:* 
Ki-aft  Foods,  and  State  Farm  In- 
ance.  One  reason:  attractive  core 
mographics — professional  women 
families  with  yoimg  children.  Shoe  n 
ufactiu'er  Nike  Inc.  says  its  yeai- 
Air  Swoopes  shoe,  a  wonn 
basketball  sneaker  named 
former  Texas  Tech  star  Sh- 
"Zt      Swoopes,  has  been  a  si: 
'v      dunk  sellout.  "I'm 

we're  going  to  play 
rule  in  bringing  th 
leagues  to  reality,"  s 
a  Nike  spokeswoma 
There's   no  do 
players  are  ecsta 
about  the  chance  td 
vance  their  careei  - 
home.  Former  Co 
University  eager  .li 
M.  Crotty  recalls 
main  perk  of  playing  pro  ball  in  N 
Zealand:  They  helped  her  find  a  ( 
job.  That  may  not  be  necessary  for 
day's  pros — even  if  the  pay  isn't  ai 
where  near  what  male  players  e: 
The  ABL  envisions  an  average  salai 
about  $70,000,  while  stars  may  < 
$125,000. 

With  the  two  leagues  going  one 
one,  consoHdation  seems  inevitabi 
ideally  before  they  split  talent 
sponsoi-s.  True,  none  of  it  spells  glaii ; 
yet.  But  for  a  slew  of  great  wo'i 
athletes,  it  could  sure  beat  a  day  ji 
By  Joan  O'C.  Hamilton  in  : 
Francisco,  with  David  Greising  iv 
lanta,  Richard  A.  Melcher  in  Chiri- 
and  bureau  reports 


STAR  POWER: 

College  eager 

Michelle 

Marciniak 
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huilding  a  Web  site 


really  means  business 


http://www.levi.coni/inenu/ 
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Every  day,  more  businesses  are  creating  their 
own  Web  sites.  To  set  your  business  apart,  you 
need  a  site  that  communicates  effectively.  At  the 
same  time,  it  should  be  cost  effective  to  create 
and  maintain.  Today,  no  other  company  has 
more  solutions  to  help  you  create  a  compelling 
Web  site  and  maintain  it  than  Adobe  Systems. 
Recently,  just  creating  a  site  was  an  expensive, 
complex,  highly  specialized  and  almost 
thankless  task.  Now,  Adobe  tools  streamline 
and  simplify  this  task,  making  it  easy  to  create 
a  look  and  feel  that  sets  you  apart.  We've  also 
made  the  updating  and  maintenance  of  your 
site  an  almost  seamless  process.  Best  of  all, 
your  visual  identity,  colors,  logos,  type  and 
more  can  be  easily  preserved  across  the  Web 
thanks  to  Adobe's  Web  publishing  and  printing 
solutions.  So  why  put  up  a  Web  site  that  gets 
lost  in  the  crowd?  To  build  one  that  means 
business,  call:  1-800-521-1976,  Ext.  B4376  or 
visit  our  Web  site  at  http://www.adobe.com/. 

id  other  indicated  Adobe  trjdenidrks  are  the  property  ol  Adobe  Systems  Incorporated,  AM  other  marks  arc  the  property  of  their  respective  company  '£»I996  Adobe  Systems  Incorporated,  All  rights  reserved. 


http://www.pathfinder.com/vg/ 
Ti  met  ife/Pro  jec  t/La  ndsca  p  i  i  ig/ 


CREATION 
Adobe  Photoshop' 
Adobe  Illustrator 
Adobe  Premiere' 
After  Effects' 
Adobe  PhotoDelu.xe  ' 
Adobe  Type  Library 
PUBLISHING 
Adobe  PageMill" 
Adobe  Acrobat' 
Adobe  PageMaker' 
Adobe  FrameMakcf" 
Adobe  Acrobat  Capture  " 
MANAGEMENT 
Adobe  SiteMiir 
PRINTING 
Adobe  PostScript' 
Adobe  PriiitGear" 


Adobe 

If  you 
can  dream  it. 


you  can 
do  it; ' 


EDITED  BY  THANE  PETERSON 


WILL  USAIR 
FLY  UNITED? 


IN  1994,  WARREN  BUFFETT'S 

investment  portfolio  took  a 
rare  hit  when  he  wi-ote  down 
his  stake  in  uSAir  to  $89.5 
milhon,  or  25?  on  the  dollar. 
Now  another  legendary  in- 
vestor, George  Soros,  thinks 
the  aii'line  is  a  buy  again.  Ac- 
cording to  SEC  filings  made 
on  Apr.  29,  a  Soros  group  in 
mid-April  bought  160,000 
shares  of  uSAir's  Series  B  cu- 
mulative convertible  pre- 
ferred stock,  raising  its  stake 
to  5.13%  of  USAir's  prefen-ed, 
worth  $800,000.  The  shares, 
if  converted  to  common  stock, 
would  give  Soros  less  than  a 
1%  stake  in  usAir.  The  in- 
vestment signals  confidence 
in  Stephen  Wolf,  usAir's  ceo, 
whom  analysts  expect  to  sell 


CLOSING  BELL 


FAT  CITY 


Redux,  the  first  drug 
approved  for  obesity  in  22 
years,  is  fattening  sharehold- 
er wallets.  Interneuron  Phar- 
maceuticals' share  price  has 
more  than  tripled  since  last 
fall  (up  750%  since  early 
1995)  on  speculation  of  Food 
&  Drug  Administration 
approval,  which  came  on  Apr. 
29.  Investors  are  focused  on 
projections  that  by  1997  the 
drug  will  have  $125  million 
in  sales,  but  Montgomery 
Securities  figures  Interneuron 
will  only  earn  $32  million  in 
royalties — and  will  show  a 
$42  million  net  loss. 


or  merge  the  airline.  Buffett 
still  owns  358,000  USAir  non- 
convertible  prefeiTed  shares 
redeemable  in  1999. 


DWINDLING  CASH 
AT  APPLE  

THE    OUTLOOK  REMAINS 

stormy  at  Apple  Computer. 
On  Apr.  29,  CEO  GObert  Ame- 
lio  told  analysts  that  Apple 
would  continue  to  bum  mon- 
ey for  at  least  another  six 
months.  With  cash  already 
down  to  $592  million  from 
$952  miUion  six  months  earli- 
er, the  company  plans  to 
announce  new  financing  mea- 
sures in  mid-May — a  neces- 
sity given  the  piddhng  tlii'ee- 
month  extension  it  recently 
won  on  $400  miUion  in  ma- 
turing debt  held  in  overseas 
subsidiaries.  Researcher  Data- 
quest  figures  Apple's  PC  mar- 
ket share  fell  to  just  5.8%  in 
the  fii"st  quarter. 

A  $20  MILLION 
NUCLEAR  HIT 

EVERYONE  KNOWS  RUNNING 

nuclear  power  plants  can  be 
costly.  Houston  Lighting  & 
Power  found  out  how  costly 
on  May  1,  when  it  agreed  to 
pay  the  city  of  Austin,  Tex., 
$20  million.  The  out-of-court 
settlement  ends  a  suit  over 
HL&p's  day-to-day  running 
of  a  $6  billion,  2,500-mega- 
watt  Bay  City  (Tex.)  nuclear 
plant.  Austin,  a  minority 
owner  of  the  plant,  sought 
damages  for  having  to  spend 
$51  million  to  replace  power 
lost  in  a  yearlong  shutdown. 

GREENBERG S  BOOK 
IS  ACES  

SOUNDS  deadly:  a  collec- 
tion  of  an  executive's  memos 
from  the  past  20  years.  But 
Memos  from  the  Chairman, 
the  new  book  by  Bear 
Stearns  CEO  "Ace"  Green- 
berg,  is  doing  fine.  After  a 
second  printing,  43,000 


HEADLINER:  JOHN  KLUGE 


NOT-SO-GOLDEN  OLDIES 


Why  did  media  investor 
John  Kluge  kill  his  deal  to 
buy  Alliance  Entertain- 
ment for  $533  million  in 
stock?  Insiders  at 
Kluge-controlled 
Metromedia 
International 
Group  say  it's 
because  Al- 
Uance,  a  distrib- 
utor of  vintage 
recordings  by  the 
likes  of  Mel  Torme 
and  Rosemaiy  Clooney,  no 
longer  generated  enough  of 
what  Kluge  wanted:  cash. 
He  vdthdrew  after  fading 
music  industry  sales  cut 
AlUance's  operating  cash 
flow  to  about  $6  million  in 
the  fii'st  quarter,  way  be- 
low expectations. 

Kluge  had  hoped  to  en- 
hst  AlUance  in  creating  an 


MTV-style  operation  in 
Eastern  Europe,  and  he 
still  may  try  such  a  ven- 
ture. Meanwhile,  he  is 
expanding  his  medit 
empire  at  home. 
This  summer,  he 
hopes  to  close 
on  the  $115  mil 
lion  purchase 
of  debt-laden 
Samuel  Goldwyn 
film  studio  and  the 
$32.5  million  pur- 
chase of  studio  Motion  Pic- 
ture Corp.  Insiders  say 
Kluge  won't  be  shopping 
for  another  music  company 
anytime  soon.  But  one  say.' 
the  billionaire  may  use  his 
own  or  borrowed  money,  oi 
even  an  equity  offering,  to 
fund  a  big  entertainment 
or  telephone  deal. 

By  David  Greisijn 


copies  have  been  put  out, 
7,800  of  them  for  Bear 
Stearns.  Greenberg,  who 
holds  a  business  degree  from 
the  University  of  Missouri, 
said  at  an  Apr.  29  book  sign- 
ing near  Wall  Street  that  he 
hopes  his  tome  will  convince 
readers  that  common  sense 
is  all  it  takes  to  succeed  on 
Wall  Street.  "If  I  can  help 
somebody  who  didn't  go  to 
an  Ivy  League  school — or 
any  college — get  a  job,  I'll 
be  happy." 


SIGNING  OFF:  Greenberg 
autographs  his  memos 


THEEEOC 
AVERTS  ITS  EYES 

THE    EQUAL  EMPLOYME.t 

Opportunity  Commission  'i 
backed  off  an  investigatioi  i 
Hooters — a  Florida-basi. 
restaurant  chain  known  f 
its  scantily  clad  waiti'esst. 
A  private  sex-discriminatii^ 
case  accusing  the  chain  f 
refusing  to  hire  men  as  wjf 
staff  will  continue.  ee(^ 
Chairman  Gilbert  Caselljj 
says  he  doesn't  want  i 
duplicate  that  suit.  , 


ETCETERA... 


i 


■  IBM  announced  a  plan  } 
repurchase  another  $2.5  b» 
lion  worth  of  its  shares.  ; 

■  Two  new  studies  show  bef 
carotene  supplements 
nothing  to  prevent  cancer.^ 

■  PaineWebber  is  out  i 
Nashville's  muni  biz  until  19i 
over  a  $50  campaign  gift.  '1 

■  Chrysler's  car  and  ligi 
truck  sales  were  up  by  onf 
third  in  April.  ; 
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We  Can  Help  You  Run  Your  Empire. 
(All  1900  Square  Feet  Of  It.)  if  you  have  your 


own  business,  you  should  have  a  MasterCard  BusinessCard! 

MasterCard, 

jSusinessCard 

It's  accepted  at  three  times  as  many  places  I'+^b  is^e 

.^^^^^  0000  aj«/9b  K 

as  the  American  Express*  Corporate  Card,  to  meet  more  of 


your  business  needs.  Plus,  you'll  get 


k   primary  car  rental  insurance  and 


medical  coverage  with  a  MasterCard 


BusinessCard.  (Amex  won't  give  you 


that.)  But  the  best  part  is,  when  your  bill  comes,  you  decide  how 


much  of  it  you're  going  to  pay  off  that  month.  Hey,  you're  the  boss. 


MasterCard.  It's  more  than  a  credit  card.  It's  smart  money.'''  ^^j^^ 

For  more  iitforwatioii,  call  MasterCard  International  at  1-800-727-8825,  ext.  10. 

e  /  995  MislcC.iril  ';,«,7ti,in,iii.i/  huoipoMtcd 

VtL'^^ ,«  MasterCard ,  proud  sponsor  of  world  class  s^olf  events. 


distractions 


are  the  ones  you  ring  for 


Once  insi 


inside  of  Westin's  Guest  Office,  you'll  be  alone  with  a  fax/printer/copy  machine,  a 


d  desk,  a  coffee  maker,  a  daily  paper,  a  breakfast 


speaker-phone  with  dataport,  an  oversize 


allowance,  a  bed,  a  t.v,  a  minibar  and  a  phone  with  everythmg  from  room  service  to  extra 
pillows  awaiting  your  call:  ^or  reservations  call  your  travel  counselor.or  800.228.3000. 


Westin  by  internet:  http://www.westin.cpm 


Washington  Outlook 


DITED  BY  OWEN  ULLMANN 


FHE  OTHER  BILL 
SOES  TO  WASHINGTON 


He  casts  a  giant  shadow  over  Silicon  VaUey.  But  Microsoft 
Corp.  Chairman  WilHam  H.  Gates  III  has  never  been 
much  of  a  player  in  Washington,  long  viewed  by  the 
oyish  bilhonaire  as  a  distant  and  not  terribly  important 
wamp.  But  that's  starting  to  change. 
As  techno-ilUterate  lawmakers  and  regulators  increasingly 
lake  decisions  that  shape  the  future  of  the  information  in- 
ustiy,  Gates  is  beefing  up  Microsoft's  lobbying  forces.  The 
ampany's  dominance  over  the  software  business  has  made 
rates  a  tempting  antitrust  target.  And  as  Microsoft  pushes 
ito  new  media,  it  finds  it  has  much  more  at  stake  these  days 
1  Washington.  Among  Gates's  key  con- 
gms:  Ufting  export  controls  on  enciyp- 
m  software,  cracking  down  on  soft- 
rare  pirates  at  home  and  abroad, 
reventing  curbs  on  legal  immigration 
)r  foreign  software  writers,  and  fending 
ff  Clinton  Administration  trustbusters. 
POUNDS  THE  PAVEMENT."  Last  June, 
lig  Green  hired  D.  C.  attorney  Jack 
[rumholtz  as  its  first  Washington-based 
)bbyist.  And  it  has  commissioned  such 
leltway  heavyweights  as  Hbertarian  ac- 
ivist  Grover  G.  Norquist,  who's  tight 
ath  House  Speaker  Newt  Gingrich  (R- 
[a.),  and  former  New  York  Representative  Thomas  J. 
lowney,  a  buddy  of  important  Hill  Democrats.  Although 
rates's  official  representation  in  Washington  still  is  small — 
[rumholtz  and  an  aide — his  presence  is  being  felt.  Recalls 
enator  Alan  K.  Simpson  (R-Wyo.),  who  unsuccessfully 
ushed  a  bill  to  curb  legal  immigration:  "The  guy  flooded  my 
ffice  with  hundreds  of  people." 

Before  hiring  Krumholtz,  the  software  giant  pressed  its 
genda^;  rough  the  aggressive  Business  Software  Alliance 
rade  ^  p  and  the  Washington  office  of  the  Seattle  law  ftmi 
f  Preston  Gates  Elhs  &  Rouvelas  Meeds,  where  Gates's  fa- 
her  is  a  partner  The  bsa,  which  includes  IBM,  Novell,  and 


THE  RIGHT  LINKS?  Gates  with  Clinton 


Sybase,  is  viewed  by  competitors  as  controlled  by  Microsoft. 

BSA  and  Microsoft  have  called  for  relaxing  export  controls 
on  encrypted  software,  which  Gates  considers  vital  to  pro- 
viding secui'e  credit-card  transactions  online.  "Other  companies 
may  sign  letters"  to  support  hfting  limits,  says  ally  Jeny 
Berman  of  the  Center  for  Democracy  &  Technology.  "But  Mi- 
crosoft pounds  the  pavement."  bsa  supports  legislation  in- 
troduced on  May  2  by  Senator  Conrad  Bmns  (R-Mont.)  to  lift 
U.  S.  export  controls.  So  far,  the  Clinton  Administration  has 
opposed  any  easing,  fearing  criminals  will  create  an  ultra-se- 
cure computer  network  that  the  feds  can't  crack. 

Although  it  hasn't  yet  won  the  en- 
cryption fight,  Microsoft  has  made 
progress  elsewhere.  It  has  pressed  the 
White  House  to  curb  software  piracy, 
and  helped  kill  for  now  lawmakers'  at- 
tempts to  limit  immigi'ation  of  high-tech 
workers.  Now,  Microsoft  is  girding  for 
battle  as  it  tries  to  enter  new,  regulated 
fields.  Example:  ensuring  that  digital-TV 
standards  backed  by  regulators  are  com- 
patible with  computers.  "With  the  con- 
vergence of  telecom  and  computers,  the 
policy  debate  in  Washington  becomes  a 
lot  more  relevant,"  says  Krumholtz. 
Still,  Microsoft  has  yet  to  play  the  traditional  coi-porate  lob- 
bying game.  Gates  rarely  visits  Washington:  But  last  year, 
when  the  Justice  Dept.  was  stepping  up  its  antitrust  probe  of 
Microsoft,  he  called  on  President  Clinton,  Gingrich,  and  oth- 
er power  brokers.  And  for  a  $7.4  billion  company,  the  Mi- 
crosoft clan  makes  puny  campaign  gifts.  Federal  Election 
Commission  records  show  the  company's  employees  have 
given  just  $61,G00  since  1995  to  federal  candidates. 

But  Gates  has  never  followed  the  beaten  path.  If,  in  his 
way,  he  plays  politics  with  as  much  moxie  as  he  competes  in 
the  marketplace.  Gates  could  become  a  power  on  the  Potomac. 

By  Catherine  Yang 


CAPITAL  WRAPUP 


A  STRIKE  AGAINST  LABOR? 

►  A  labor-management  war  may  break 
out  over  the  nation's  airwaves.  With  the 
AFL-cio  planning  a  $35  million  issues 
campaign  to  influence  75  congressional 
races  this  year,  business  is  mulling  a 
counterattack.  Some  35  groups — includ- 
ing the  U.  S.  Chamber  of  Commerce, 
National  Restaurant  Assn.,  and  Nation- 
al Association  of  Manufacturers — met 
on  Apr.  24  to  consider  a  possible  $17 
million  probusiness  ad  campaign  on  tele- 
vision and  radio  in  the  same  districts 
targeted  by  labor.  The  AFL-cio  ads  at- 


tack congressional  Republicans  for  try- 
ing to  curb  Medicare  spending  and  op- 
posing a  minimum  wage  hike. 

COMMERCE'S  COMBATIVE  CHIEF 

►  Some  Commerce  Dept.  officials  grouse 
that  new  Secretary  Mickey  Kantor 
won't  be  able  to  fill  the  late  Ronald  H. 
Brown's  shoes.  Kantor's  abrasive  style 
and  close  ties  to  labor  make  CEOs  un- 
easy. His  combativeness  served  him  weD 
as  U.  S.  Trade  Representative.  But 
Commerce  officials  fret  that  Kantor 
won't  be  able  to  close  as  many  over- 
seas business  deals  as  Brovra. 


RTC:  GONE  BUT  NOT  FORGOHEN 

►  Headaches  from  the  savings  and  loan 
cleanup  refuse  to  go  away.  In  April,  the 
Federal  Deposit  Insurance  Corp.  sus- 
pended its  auction  of  the  assets  it  in- 
herited fi'om  the  Resolution  Trust  Corp., 
which  went  out  of  business  last  year. 
Why?  The  fdic  discovered  accounting 
"irregularities"  involving  earlier  rtc  auc- 
tions. The  FDIC  refuses  to  describe  the 
nature  of  the  questionable  dealings, 
which  it  referred  to  its  Inspector  Gen- 
eral's office.  The  auction  is  expected  to 
resume  in  May. 
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lOughTo  Be  Comfortable,  Oui' 


,  If,; 


Borrowing  from  the  siinplr  inociiiiity  of  a  doo  whisllc,  Liwiis  ciioiiircrs  iinploy  foiiiiieJ  aspkilt  shcctiiio  and  new  geometric  shape-, 
specific  ranges  oj  frcipieney  of  engine  noise  so  that  they  are  less  noticeable  to  the  human  ear.  He  extend  our  deepest  apologies  to  Did 


to  mi,  /,rui-.  .1  /Jlr.Mun  (>ir,n„l,i  M„lm  Suln.  t.S.A..  In,,  irxiis  „m„„l^  vm,  u,  „r,ir  ^,;,ll„ll^  u.i./ ../.o  „ll  y„-nll„i,y  l;,r  ll,e  ile.ilr,  „f,„e,,  ,„„.  rail  HIUI  ISA  I.ESI  S  IHIIII  872S:mi.  -CI/  ,  luinpr,  „l,l,"ii„l. 


n^neers  Spent  12  Years  Inside  ll 


Trunks  anjorgolf  cliihs  and  hiooagc, 
not  CD  changers.  Uhit  s  what  the  dash 
IS  for.  Prcsentnio  the  world's  first  in- 
dash,  six-disc  CD  aiito-ihanoer,  for 
those  pleasurable  respites  ojnon-silenee* 


The  uniejuc  dual-  ^one  elunate  control  system  uses  patented  "film  door 
dampers.  A  more  efficient  wa\'  to  allocate  warm  and  cool  air. 


THf-:  LS  400. 


What  were  rhcy  doing  in  there?  A  more  .iccuratc  cjuestion  is  what  weren't  they  doma?  E\'cty  square  centimeter  has  been  carckilh' 
designed,  redesigned  and  re-  redesigned  to  ensure  that  the  cabin  of  the  LS  .\oo  is  as  roomy,  as  quiet  and  as  comfortable  as  it  can 
possibly  be.  It's  all  part  of  our  relentless  pursuit  and  it  explains  why,  after \i  years,  nor  ^^^'N 


•e  has  someone  said,  "Are  we  there  yet? "  It  's  ciiomccriiio  accordino  to  the  laws  ofLcxiis. 


TIte  Relentless  Pursuit  Of  Peifection. 


International  Business 


GERMANY 


WILL  KOHL  REALLY 
SEIZE  THE  DAY? 

The  time  may  be  right  to  slash  Germany's  welfare  state 


Every  Easter,  German  Chancellor 
Helmut  Kohl  vacations  for  a  couple 
of  weeks  in  the  Austrian  Alps.  Usu- 
ally his  main  aim  there  is  to  relax  and 
lose  a  few  kilos  at  the  spa  town  of  Bad 
Hofgastein.  This  year,  however,  he 
hatched  a  radical  dieting  plan  for  all  of 
Germany.  If  Kohl  sticks  to  the  regime, 
the  outcome  could  be  revolutionaiy  eco- 
nomic change,  ending  the  countiy's  tra- 
ditional social  harmony  among  labor, 
management,  and  government. 

Kohl  finally  seems  to  be  waking  up  to 
the  need  foi'  tough  action  if  Gemnany  is 
to  keep  its  economic  might.  At  an  Apr. 


23  meeting  with  top  brass  fi'om  unions 
and  businesses,  Kohl  insisted  on  $33  bil- 
Uon  in  pubUc  spending  cuts  in  exchange 
for  government  support  of  a  job- 
creation  progi'am  promoted  by  labor. 
Union  leaders  cried  foul  and  stomped 
out  of  Kohl's  office.  "Kohl  has  aban- 
doned consensus  politics,"  says  Bonn- 
based  political  consultant  Heinz  Schulte, 
"but  he  is  not  into  [former  British 
PVime  Minister  Mai-gai'et]  Thatcher-style 
confi-ontational  politics  yet." 

That  day  may  not  be  far  off.  For 
years,  the  Chancellor  took  Gemnan  in- 
dustrial strength  as  a  given  while  he 


THE  KOHL  REVOLUTION 

BUDGET  Slash  federal,  state,  and  municipal  budget  outlays  by 
$33  billion  in  1997 

CIVIL  SERVICE  Impose  public-sector  pay  freeze  for  one  to  two  years 

BENEFITS  Reduce  employer-paid  sick  leave  to  80%  of  base  pay 
from  100%  of  average  earnings 

TAXES  Prepare  radical  tax  overfiaul  for  1998  that  could  cut  top 
income  tax  rates  to  28%  from  53% 

DATA  GERMAN  GOVERNMENT,  BUSINESS  WEEK 


OUSSELDORFDEMO 

Local  trash  collectors  sta^ 
a  brief  work  stoppage 
to  protest  the  planned  | 
public-sector  pay  freeze  I 

practiced  high  statecraft.  To 
for  reunification,  he  pus! 
through  huge  tax  surcharj 
Those  levies — on  top  of  alrel 
sky-high  taxes — weighed  dc 
German  businesses,  spun 
them  to  expand  abroad  while 
ing  off  thousands  at  home. 

Business  leaders  from  Gen 
Industry  Federation  Presid 
Hans-Olaf  Henkel  to  Deut^ 
Barik  ceo  Hilmar  Kopper  clei 
have  been  stepping  up  the  pi 
sure.  Their  message:  Kohl  n; 
act — to  simplify  and  slash  tai 
cut  welfare  excesses,  and  hack  a'^ 
burdensome  regulation.  He's  hearing 
same  thing  from  a  new  brain  trus 
powerful  politicians,  Johannes  Lude' 
State  Secretary  at  the  Economics 
istry,  and  Wolfgang  Schauble,  Bunde^ 
floor  leader  of  Kohl's  Christian  Der 
ratic  Union  Party  (CDU). 
POLITICAL  ACES.  But  the  drama  of  I 
bold  announcements,  says  Schulte 
"pure  Kohl."  The  Chancellor  is  mo\ 
fast  because  he  holds  some  political 
that  enhance  his  chances  of  succesj 
what  is  clearly  a  risky  venture, 
coalition  emerged  stronger  from 
elections  in  thi'ee  German  states  on 
24.  Leadership  of  the  main  opposil 
Social  Democratic  Party  (spd)  is  deti 
divided.  And  the  next  general  electio| 
not  due  until  October,  1998.  "It 
once-in-a-lifetime  opportunity,"  s| 
Deutsche  Bank  board  member  Rol 
Breuer. 

Kohl  is  aware  of  the  risk  of  a 
lash.  His  government  has  a  slun  10-\ 
majority  in  the  Bundestag.  In  the  up 
house — the  Bundesrat — the  spd  oppl 
tion  still  controls  35  of  the  69  vof 
The  CDU's  left  vAng  is  committed  to 
serving  the  welfare  state.  And  Kti 
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ould  still  antagonize  lobbies — from 
irming  and  steel  to  coal  and  real  es- 
ate — that  cherish  their  subsidies  and 
IX  breaks. 

To  strengthen  his  hand,  Kohl  is  us- 
ig  GeiTnan's  economic  weakness  to  ex- 
lain  his  actions  to  ordinary  Germans. 
Inemployment  is  10.8%  of  the  work- 
)rce,  and  Kohl  forecasts  that  growth 
lis  year  will  be  little  more  than  0.75%. 
ipinion  polls  put  job  anxiety  as  the 
lain  concern  in  Germany.  Kohl  told 
16  Bundestag  on  Apr.  26:  "People  have 
nally  grasped  that  we  need  real 
danges  to  stimulate  more  dynamic 
rowth  and  overcome  obstacles  to  job 
reation."  Kohl's  point  man  in  the  aus- 
;rity  drive  is  Interior  Minister  Man- 
■ed  Kanther.  On  Apr.  25,  Kanther  told 
vil  service  and  public-sector  unions 
)  forget  about  any  raises  for  the  next 
ear  or  two.  His  explanation:  "The  till 

empty." 

Kohl's  program  to  ax  budget  deficits 
just  the  beginning.  Kohl  has  also  set 
p  two  government  commissions:  one 
)  trim  the  welfare  state  further,  the 
;her  to  ready  a  tax  overhaul  by  1998. 
ne  radical  tax-reduction  plan  prepared 
Gunnar  Uldall,  economic  spokesman 
ir  Kohl's  Christian  Democratic  Union 
;du),  foresees  slashing  Germany's  top 
icome  and  corporate  tax  rate  from 
5%  to  just  28%..  An  admirer  of  U.S. 
ipply-side  economists,  Uldall  says  $77 
iUion  in  lower  revenues  can  be  re- 
)uped  by  higher  growth  and  closing 
IX  loopholes. 

RIM  MESSAGE.  The  unions  are  threat- 
ling  a  ferocious  fight.  Klaus  Zwickel, 
5ad  of  IG  Metall,  Germany's  largest 
bor  union,  has  slammed  Kohl's  plans 
>  "a  plot  against  labor  and  social  jus- 
ce."  He  is  calling  for  strikes  to  op- 
)se  proposed  cuts  in  employer-paid 
ck  pay  to  80%  of  basic  wages  from 
)0%  of  average  pay  now.  Trash  col- 
ctors  in  Diisseldorf  staged  a  brief 
ork  stoppage  to  oppose  any  public- 
!Ctor  pay  freeze. 

Despite  its  angry  rhetoric,  the  oppo- 
tion  has  little  new  to  offer  as  an  al- 
imative.  The  spd  is  calling,  for  exam- 
!e,  for  higher  taxes  on  the  rich, 
'eanwhile,  the  latest  business  news  is 
iderscoring  Kohl's  grim  message  about 
ermany's  economic  futui'e,  absent  re- 
rms.  On  Apr.  29,  for  example,  Audi, 
olkswagen's  luxury-car  unit,  said  it 
ans  big  savings  by  transfemng  more 
igine  manufacturing  to  Hungary. 

If  Kohl  keeps  his  nerve  and  delivers, 
}  could  lay  the  gi-oundwork  for  future 
rowth  and  step  up  the  pressure  on 
dghbors  such  as  France.  But  a  fumble 
ill  enfeeble  Germany  for  the  next 
3cade.  It  is  a  defining  moment — for 
ermany  and  its  Chancellor. 

By  John  Templeman  in  Bonn 


VATICAN 


GUCCI.  ARMANI, 
AND...JOHN  PAUL  11? 

The  Vatican  gives  new  meaning  to  mass  marketing 


M 


laybe  you  have  traveled  to  Rome 
to  view  the  wonders  of  the  Vati- 
Ican — St.  Peter's  Square,  the  Basil- 
ica itself,  or  the  city-state's  great  col- 
lections of  Renaissance  painting  and 
medieval  manuscripts.  Well,  if  all  goes 
as  planned,  you  can  recreate  some  of 
that  experience  at  home — by  wearing 
a  T-shirt  with  Vatican  artwork  on  it, 
say,  or  decorating  the  Christmas  tree 
with  an  ornament  emblazoned  with  a 
Madonna  and  Child  ft-om  the  Vatican. 

In  a  marriage  of  theology  and  mar- 
keting, Uic  Tfdly  See  is  using  the  power 


Library  costume  jeweb-y,  including  cru- 
cifixes and  medaUions,  that  fetch  from 
$15  to  $75.  Meanwhile,  Turner  Pubhsh- 
ing  Inc.,  an  arm  of  T\u-ner  Broadcasting 
System  Inc.,  has  sold  some  7,000  copies 
of  a  $395  Bible  illustrated  with  manu- 
scripts from  the  Vatican  Library.  And 
New  York-based  Echo  Design  Group  is 
peddling  Vatican  Library  ties  and 
scarves  at  $28  to  $75. 
NO  MIRACLES,  PLEASE.  Cortile  Del 
Belvedere  has  picked  out  16  sub- 
licensees for  the  June  launch.  "We've 
gone  vei-y  slowly  and  chosen  partners 
that  would  not 
embarrass  us  or  the 
Vatican,"  says  Elaine 
Peconi,  who  found- 
ed Cortile  Del 
Belvedere.  The  Vati- 
can is  not  looking 
for  miracles.  "We 
are  not  ex^^ect- 
ing  great 

m 


IMPRIMATUR 

A  Vatican  tie, 
and  bus  ads 
showing  audio 
products  of  ^ 
papal  readings 


of  modern  licensing 
and  brand  manage- 
ment to  raise  cash 
and  spread  the  word 
about  the  Church.  In 
June,  the  Vatican  Li- 
brary will  launch  a 
mass-licensing  pro- 
gram that  will  put  im- 
ages fi-om  the  library's 
art  collection,  archi- 
tecture, frescoes,  and  manuscripts  on 
such  mundane  objects  as  T-shirts,  glass- 
ware, candles,  and  ornaments.  A  sepa- 
rate venture  is  peddling  cassettes  of 
the  Pope  saying  the  rosary. 

Because  of  its  size  and  intent  to  sell 
in  department  stores  and  other  mass 
outlets,  this  blitz  differs  fi'om  small-scale 
Vatican  ventures,  such  as  its  gift  shop. 
Holding  a  master  agi'eement  with  the 
Vatican  Library  is  California-based  li- 
censing company  Cortile  Del  Belvedere 
Inc.  Founded  in  1987  solely  to  handle 
the  Vatican  account,  Cortile  has  ah-eady 
gotten  a  few  deals  going.  Last  fall  a 
Burbank  (Calif.)  company  called  1928 
Jewelry  Co.  launched  a  line  of  Vatican 


1-etui'ns- 
just  returns," 
says  Father 
Leonard  Boyle,  the 
Vatican  Library's  di- 
rector, who  faces  huge 
bills  for  renovating 

produced  by  Vatican  Radio  and  the  library. 

Alliance  Entertainment  ^  Meanwhile,  Vatican 

Radio  is  trying  to  off- 
set high  expenses  by  cashing  in  on  its 
rights  to  the  Pope's  voice.  Last  fall,  the 
broadcaster  engaged  New  York-based 
Alhance  Entertainment  Corp.,  a  music 
distributor,  to  market  in  Europe  and 
America  compact  disks  and  cassettes  of 
Pope  John  Paul  II  reciting  the  rosary. 
"We  live  in  a  world  that  uses  commer- 
cial means  all  the  time,"  says  Father 
Kevin  P.  Locke,  a  39-year-old  Ameri- 
can Jesuit  who  negotiated  with  Alliance. 
But  the  goal,  says  Locke,  is  not  just  to 
make  money:  "Part  of  our  mission  is 
to  use  appropriate  business  techniques 
for  a  pastoral  pui-pose."  Keep  the  faith, 
Father. 

By  Silvia  Sansoni  in  Vatican  City 
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COIVIIVIENTARY 

By  Edith  Hill  Updike  and  William  J.  Holstein 


MITSUBISHI  AND  'THE  CEMENT  CEILING' 


PICKETING 

Tokyo  who 


For  years,  Japan- 
watchers  have 
warned  Japanese 
companies  expanding 
rapidly  into  the  U.  S.  to 
do  a  better  job  of  absorb- 
ing top  American  execu- 
tives and  giving  them 
real  authority.  Mitsubishi 
Motor  Manufactuiing  of 
America  Inc.  (mmma)'s 
disastrous  handUng  of  a 
sexual-harassment  suit  by 
the  Equal  Employment 
Opportunity  Commission 
is  just  the  most  recent 
example  showing  that 
companies  ranging  from 
Daiwa  Bank  to  Sony 
Corp.  haven't  yet  learned 
how  to  do  that. 

Part  of  the  problem  is  the  deeply 
engrained  "us  vs.  them"  mentality 
that  persists  in  Japan  despite  its 
much  ballyhooed  internationalization. 
Ask  a  Japanese  company  how  many 
people  it  employs  and  it  often  counts 
only  Japanese  nationals.  And  the  vast 
majority  of  these  companies  still  insist 
that  all  important  decisions  flow  back 
to  Tokyo.  Even  when  Japanese  execu- 
tives with  real  authority  are  stationed 
abroad,  the  companies  are  torn  be- 
tween micromanaging  from  a  distance 
or  abandoning  everything  to  their  ex- 
ecutives offshore. 

NO  FUTURE.  Because  foreigners  can't 
crack  the  system,  Japan's  multina- 
tionals often  don't  attract  top  local 
talent.  "The  best  people  don't  apply 
because  they  know  how  much  control 
there  is  fi'om  the  center,"  says  Kozo 
Yamamura,  an  expert  on  Japanese 
companies  at  the  University  of 
Washington  in  Seattle. 

The  dearth  of  top  American  man- 
agerial talent  partly  explains  what 
happened  at  mmma.  When  the  eeoc 
filed  its  suit,  mmma's  Japanese  man- 
agers relied  on  American  general 
counsel  Gary  Shultz  to  do  the  right 
thing  by  U.  S.  standai-ds.  But  he 
lacked  experience  in  such  iJ  high-pro- 
file, emotionally  exjjlosive  issL:  '.  Be- 
fore joining  mmma,  his  experience  was 
limited  to  running  a  two-person  law 
firm  in  Bloomington,  111.  As  one  head- 
hunter  who  looked  at  his  credentials 


THE  EEOC:  It  was  only  a  top-level  executive  in 
realized  this  demonstration  was  a  mistake 


says:  "He  could  be  a  great  lawyer,  but 
there's  nothing  here  to  indicate  that." 

Shultz,  who  wasn't  available  to 
comment,  reported  to  Tfeuneo  Ohi- 
nouye,  a  40-year  veteran  of  mmma 
vrith  previous  assignments  in  the 
U.  S.  But  though  he  is  a  managing 
director  on  the  board  back  home, 
Ohinouye  is  an  engineer  by  back- 
ground and  lacked  the  cultural  an- 
tennae to  respond  to  a  U.  S.-style 
controversy.  Ohinouye  wasn't  avail- 
able to  comment,  either. 

In  a  management  vacuum,  Shultz 
fiightened  plant  employees  by  telling 
them  their  jobs  would  be  in  jeopardy 
if  they  broke  ranks  with  the  company 
on  the  issue.  He  also  helped  an-ange 
the  demonstration  of  employee  soh- 
darity  in  front  of  the  eeoc's  regional 
headquarters  in  Chicago.  Instead  of 
making  a  quiet  settlement  and  shut- 
ting down  the  controversy,  the  com- 
pany stoked  the  fii'es. 

Compounding  the  crisis,  mmma  in 
lUinois  didn't  cooperate  fully  with 
the  Cahfomia-based  sales  and  mar- 
keting subsidiary,  Mitsubishi  Motors 
Sales  of  America  Inc.  (mmsa),  which 


ENDEMIC 


has  a  national  PR  agency 
at  its  beck  and  call  and 
might  have  headed  off  the 
debacle.  The  two  sub- 
sidiaries report  separately 
to  Tokyo  as  part  of  a 
strict  chain  of  command. 
It  wasn't  until  the  crisis 
was  on  the  front  pages 
that  Tokyo-based  Mit- 
subishi Corp.  Chairman 
Minora  Makihara,  who 
had  long  experience  in  the 
U.  S.,  realized  a  Mit- 
subishi company  shouldn't 
challenge  the  eeoc.  "Mak- 
ihara knows  the  score," 
says  Yamamoto. 

While  the  Mitsubishi 
episode  is  in  a  class  by  it- 
self, there's  a  steady  stream  of  exam- 
ples of  Japan-U.  S.  cultural  mismatch- 
ing. Squabbles  over  control  of  Sony 
Pictures  of  America  resulted  last  De- 
cember in  parent  company  President 
Nobuyuki  Idei  deciding  to  sack  U.  S. 
head  Mickey  P.  Schulhof.  Daiwa 
Bank's  problem  was  the  flip  side  of 
the  coin.  It  lost  $1  bOhon  because  it 
put  too  much  trast  in  one  of  its  own 
managers  in  New  York. 

Japanese  companies  are  suffering 
from  these  management  problems  on 
a  global  scale.  In  booming  Southeast 
Asia,  where  labor  is  scarce,  Japanese 
companies  have  trouble  retaining  lo- 
cal staff,  partly  because  of  a  per- 
ceived glass  ceiling.  "There's  no  glass 
ceihng,"  says  Denise  Meagles,  an 
American  who  has  worked  in  Japan 
for  10  years.  "There's  a  cement  ceil- 
ing. You  can  see  it  coming  a  mile 
away."  Until  the  Japanese  companies 
straighten  out  their  management 
tangle,  count  on  plenty  more  Mit- 
subishi-style disasters. 


Both  Updike  and  Holstein  follow 
Japan  for  this  magazine. 


Japan  Inc.'s  strict,  centralized 
chains  of  command  plague  companies 
from  Daiwa  Bank  to  Sony  with  the  wrong 
people  making  the  wrong  decisions 


)5 
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**One  thing  you  learn  in  racing  is  that 
they  don't  wait  for  you/' 


Roger  Penske 


^  When  he  was  fourteen  years  old,  Roger 
Bnske's  father  took  him  to  see  his  first 
idianapoUs  500." The  crowd,  the  excitement— it 
ist  got  to  me,"  Penske  recalls.  "I  said  to  myself, 
iomeday  I'm  going  to  compete  here.'" 

Eighteen  years  later  he  made  it  to  Indy 
5  the  leader  of  Team  Penske.  To  date,  they 
ave  won  ten  Indy  500  victories,  and  are  the 
lost  successful  team  ever. 

In  addition  to  managing  his  racing 


team,  Penske  runs  an  international  multi- 
billion-dollar  transportation  business.  "I  try 
to  teach  my  people  that  it's  up  to  them  to 
innovate,  to  make  things  happen." 

Roger  Penske  combines  a  focus  on 
results  with  attention  to  detail.  "What  I  like 
about  Rolex,"  he  explains,  "is  that  they  don't 
compromise  either.  That's 
why  I've  worn  a  Rolex  for 
over  two  decades." 


t 

ROLEX 


Rolex  Oyster  Perpetual  Day-Date  Chrortometer  m  18kl  gold  with  matching  concealed- clasp  President  bracelet 
Write  for  brochure.  Rolex  Watch  USA.  Inc..  Dept.  214  .  Rolex  Building.  665  Fifth  Avenue .  New  York.  N.Y  10022  5383. 
Rolex,      Oyster  Perpetual.  Day  Date  and  President  are  trademarks. 


International  Business 


CHINA 


BEIJING  IS  BUYING  HONG  KONG 
-BUT  AT  ITS  OWN  PRICE 

It's  snapping  up  the  territory's  airlines  for  a  song.  Who's  next? 


Mulcahy:  "Will  people  celebrate  because 
China  is  buying  its  way  into  Hong 
Kong,  albeit  at  discounted  prices,  rather 
than  simply  taking  the  assets?" 

The  next  candidate  set  for  a  change 
in  its  ownership  may  be  Hong  Kong 
Telecommunications  Ltd.,  the  monopoly 
long-distance  provider  that's  57%-owned 
by  Britain's  Cable  &  Wu'eless  PLC.  An- 
alysts expect  that  Cable  &  Wii-eless, 


Since  last  year,  Cathay  Pacific  Air- 
ways Ltd.  has  been  rocked  by 
threats  that  China  would  start  a 
lival  au'line  in  Hong  Kong.  In  late  Apiil, 
Cathay's  British  owner,  Swire  Pacific 
Ltd.,  seemed  to  have  solved  the  prob- 
lem. But  the  cost  of  peace  was  high. 
Swire  ended  up  giving  the  Chinese  a 
large  share  of  Cathay  as  well  as 
Cathay's  high-flying  affiliate  Hong  Kong 
Dragon  Airlines  Ltd. 
at  a  cut-rate  price. 
The  bottom  fine:  the 
British  are  now  mi- 
nority shareholders  in 
both  airlines,  fulfilling 
a    longtime  Beijing 
goal. 

With  the  return  of 
Hong  Kong  to  China 
only  14  months  away, 
the  Cathay  episode 
shows  that  the  Chi- 
nese are  ready  to 
push  for  a  bigger  cor- 
porate stake  in  Hong 
Kong.  For  British-af- 
filiated companies  with 
government-gi'anted 
franchises,  it  will  be- 
come increasingly  dif- 
ficult to  with.stand  Bei- 
jing's pressure.  "It  is 
probably  not  enough 
to  localize  your  man- 
agement," says  Memll 
Lynch  &  Co.  analyst 
Adam  Quinton.  "You 
have  to  localize  your 
ownership  to  some  ex- 

tent  as  well."  While  assets?"  asks  UBS's  John  Mulcahy 

many  businessmen  fig-  _  

ured  that  China  would 
interfere  in  Hong  Kong's  political  scene, 
they  didn't  think  the  reach  would  ex- 
tend to  business.  Now,  that's  looking 
less  certain. 

PREY?  The  forced  share  sale  puts  tele- 
vision companies,  port  operators,  and 
perhaps  even  utilities  on  notice  that 
they  could  find  themselves  prey  for  Chi- 
nese companies.  UB.s  Securities  (East 
Asia)  Ltd.  Managing  Director  John  M. 
Mulcahy  worries  that  the  airline  sale 
smacks  of  what  he  calls  "nationalization 
through    the    stock    market."  Says 


"Will  people  celebrate  because  China  is 
buying  its  way  into  Hong  Kong,  albeit  at 
discounted  prices,  rather  than  just  taking  the 


which  is  in  merger  talks  with  British 
Telecommunications  PLC,  will  have  to 
I'educe  its  ownership  to  around  45%  by 
selling  a  stake  to  a  mainland  company. 
One  likely  buyer:  a  company  affiliated 
with  the  Ministry  of  Posts  &  Telecom- 
munications. 

There  are  other  disquieting  signs  that 
China  is  meddling  in  Hong  Kong  busi- 
ness. Beijing  has  refused  to  approve  six 
licenses  for  local  companies  to  start  of- 
fering a  new  generation  of  mobile  tele- 
phones, saying  that  it's  concerned 


there  could  be  too  much  competif»n. 

In  the  Cathay  deal,  there's  no  que- 
that  Beijing-owned  China  National 
ation  Corp.  (cnac)  came  out  a  big 
ner.  It  paid  a  bargain  price  for  a 
trolling     stake     in  Dragonair, 
fast-growing  and  extremely  profitablt 
gional  carrier,  cnac  will  pay  $255  mi 
for  a  35.9%  stake  in  the  line,  wl 
earned  $93  million  last  year.  Tl 
shares,  analysts  say,  ai"e  worth  as  n  : 
as  double  that,  cnac  will  put  its  im]i 
on  Dragonair,  which  Cathay  has 
since  1990.  "The  management  of  Dra 
will  definitely  go,"  says  Stephen : 
Miller,  managing  director  of  Triruty 
ation  Ltd.,  a  Hong  Kong  consulting  ■ 
Cathay  and  Swii-e  wiU  still  have  a  sa 
Dragonaii;  but  theii*  combined  shai-e 
drop  from  43.2%  to  25.5%.  Dragonai 

COSTLY:  Cathay  p 
a  high  price  for 
peace  with  China 

also  expected  to 
floated  in  an  in 
public  offering 
quickly  as  possible 
cause  the 
hasn't  closed,  noni 
the  companies  invol 
would  comment. 

Some  analysts  ii 
that  the  Chinese  \  . 
push  the  owner 
drive  too  far  foi- 
of  turning  off  foi  ( 
investors.  And 
now,  Cathay's  sli 
holdei"s  ai'e  happy, 
day    after  the 
nouncement,  Catli 
stock  shot  up  5^^' , 
ter  suffering  for 
past  year. 

Having  made  peci 
with  Beijing,  the  ci^i 
pany  has  for  the  ( 
ment  eliminated  a  : 
tential  rival  in  H  i 
Kong.  But  that  C( ' 
change  in  the  futi 
Most  analysts  expect  the  aggres- 
CNAC  eventually  to  turn  Dragon  int 
fierce  competitor  for  Cathay,  vying  \  i 
it  for  international  routes.  The  Chin 
have  agi'eed  to  let  Swire  be  the  lai  i 
shareholder  in  Cathay,  but  after 
Union  Jack  comes  down  for  good,  1 
jing's  companies  may  want  the  Bri 
to  offer  a  bigger  piece  of  the  pie. 
Swire,  there  are  bound  to  be  m 
rough  times  ahead. 

By  Mark  L.  Clifford  and  Jn 
Baniathan  in  Hong  Kong 
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CENTRAL  BANKS 

A  TALK  WITH 
DAI  XIANGLONG 

China's  top  central  banker 
says  growth  is  on  target 

There  is  a  new  air  of  confidence  at  the 
People's  Bank  of  China.  With  the  gov- 
emmenfs  three-year-old  austerity  pro- 
gram paying  off,  inflation,  which  hit  an 
annual  rate  of  21%  in  199^,  retreated  to 
a  7.7%  clip  in  the  first  quarter.  So  Peo- 
ple's Bank  Governor  Dai  Xianglong  de- 
cided on  Apr.  30  to  cut  lending  rates,  by 
an  average  of  three-quarters  of  a  per- 
centage point,  for  the  first  time  since 
mid-1993.  The  new  base  rate  for  6- 
month  loans  is  now  around  9.5%.  But 
Dai  is  hardly  looking  taward  easy  mmi- 
ey.  In  his  first  interview  with  a  major 
Wester7i  publication,  the  urbane,  51- 
year-old  central  bayiker  vowed  tfiat  cred- 
it would  remain  moderately  tight  for 
the  next  five  years. 

Analysts  say  Dai  reduced  rates  to 
aid  money-losing  state  banks  caught 
between  high-yielding  deposits  and  low- 
interest-rate  loans  to  debt-biirdened  gov- 
emment-omied  enterjnises.  Indeed,  these 
debts  unll  be  a  major  cliallenge  for  Dai, 
who  succeeded  Zhu  Rongji 
as  governor  of  the  central 
bank  last  Jime. 

A  Beijing-trained  ac- 
countant, Dai  served  as 
general  manager  and 
deputy  chairman  of  the 
Bank  of  Commuyiications 
and  vice-governor  of  the 
Agriciiltural  Bank  of  Chi- 
na. Dai  met  with  business 
WEEK  editors  for  an  hour 
in  the  batik's  nexv  marble 
headquarters  in  Beijing,  where  four 
carved  elephants  stand  guard  in  the 
lobby.  The  elephants,  he  said,  represent 
stability.  His  comments: 

Q:  Is  inflation  under  control,  and  has 
the  economy  achieved  a  soft  landing? 
A:  We  are  quite  satisfied  with  the 
achievements  in  the  fight  against  infla- 
tion. Measures  against  inflation  have  not 
caused  any  major  fluctuations  in  the  na- 
tional economy,  and  price  levels  have 
been  brought  dovra.  At  the  same  time, 
economic  gi'owth  has  been  steady.  But 
we  have  not  really  reached  our  aim  of  a 
soft  landing.  Our  understanding  of  soft 
landing  is  when  price  rises  are  a  certain 


SHANGHAI  SHOPPERS:  Dai  is  "satisfied  with  the... fight  against  infiation" 


percentage  lower  than  the  economic 
growth.  We  are  now  achieving  8%  to  9% 
economic  gi-owth  annually.  We  think  the 
price  level  should  be  lower  than  that. 
We  are  likely  to  achieve  that  next  year. 

Q:  Do  you  intend  to  maintain  tight 
money? 

A:  Over  the  next  five  years,  our  mone- 
tary policy  direction  will  be  a  moder- 


TIGHTER  MONEY? 

"Over  the  next  five  years, 
our  monetary  policy 
direction  will  be  a 
moderately  tightening  one 
This  is  very  certain" 


ately  tightening  one.  This  is  very  cer- 
tain. In  the  shorter  i-un,  there  could  be 
slight  increases  or  decreases.  But  the 
slight  easing  of  credit  does  not  mean 
we  are  changing  the  direction  of  our 
monetary  pohcy  for  the  medium  term. 


Q:  What  is  a  healthy  growth  rate? 
A:  The  guidelines  for  our  Ninth  Five 
Year  Plan  for  economic  development 
make  it  very  clear  that  the  aim  of  oui' 
economic  growth  is  8%.  A  lot  of 
provinces  have  their  own  economic  tar- 
gets, and  quite  a  number  of  them  are 
tai-geting  more  than  10%.  As  the  central 
bank  governor,  I  would  like  to  see  a 
steady  and  stable  situation.  We  antici- 


pate that  the  investment,  both  from  xp 
domestic  market  and  internationally, 
be  veiy  strong  in  China  [over  the  nA 
five  years],  so  economic  grovi1;h  migt 
be  higher  than  the  8%  target. 


Q:  Hoiv  are  you  going  to  handle  ^| 
nonperforming  loans  of  China's  sti^l 
enterprises? 
A:  I  think  about  this  problem  eveirj 
•  day.  We  can  continue  pi 
lend  to  those  enterpris^j 
that  can  survive  in  the  m;|-| 
ket.  For  enterprises  \viii-i 
out  a  lot  of  hope  for 
vival,  we  will  encouraBi 
better-performing  ones  p  I 
acquii'e  those  making  loss 
For  really  insolvent  entjt-B 
prises,  we  are  going  to  sinji 
port  mergers  or  bankrupt  1 3 
In  about  five  years  time,  IbI 
can  solve  the  problem  apd 
make  the  quality  of  bank  loan  asset;  b  J 
lot  better. 


Q:  Wliat  banking  reforms  will  we  .f  i 
this  year? 
A:  We're  trying  to  strengthen  the  |- 
tonomy  of  decision-making  of  commen  1  c 
banks.  And  some  banking  institutic  B : 
are  downsizing  their  branch  netwoi  5 
and  closing  down  branches  that  are  1 1 
making  enough  profit. 

Q:  Wliat  is  your  thinking  on  the  c( 
vetiibility  of  the  renminbi? 
A:  The  convertibility  of  the  renminbi 
an  aim  we're  going  to  achieve  by  t 
year  2000. 
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Compaq  and  IBM  haven't  decided  whether  to  put 

value  pricing  ahead  of  features  or  vice  versa. 

HP  PCs, 


With 

you  don't  have  to  ask 

which  comes  first. 


from 

1,579' 
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MEXICO:  A  POWER  SHIFT 

THAT  COULD  SHAKE  UP  BUSINESS 


When  he  worked  at  the  Mexican  Finance  Secretariat  10 
years  ago,  Francisco  Suarez  Da\'ila  used  to  help  draft 
important  legislation  and  then  send  it  over  to  the 
rubber-stamp  National  Congress  for  its  approval.  "They 
asked  few  questions,  and  they  made  very  few  changes  in  the 
bills,"  he  says.  Things  are  different  now.  During  the  re- 
cent battle  to  introduce  privately  managed  pension  funds, 
legislators  insisted  on  some  90  changes  to  what  the  gov- 
ernment submitted,  says  Suarez  Davila,  who  now  heads 
the  Finance  Committee  in  the  lower  house. 

A  wide  range  of  Mexicans,  from 
politicians  to  executives,  say  that  Con- 
gress, whose  obsequiousness  used  to 
be  a  favorite  target  of  cartoonists,  is 
becoming  an  increasingly  independent 
force.  The  legislators'  assertiveness  is 
part  of  subtle  but  important  changes 
that  are  occurring  in  Mexico's  power 
structure.  Under  President  Ernesto 
Zedillo  Ponce  de  Leon,  the  once-impe- 
rial presidency  is  losing  clout,  as  Zedil- 
lo promised,  while  other  institutions — 
Congress,  the  press,  the  judiciarj',  and 
business  groups — are  gaining. 

FEWER  HANDSHAKES.  This  dispersal   

of  power  is  essential  to  make  the  country  more  democratic, 
but  it  will  also  make  Mexico  a  more  unpredictable  place, 
particulai'ly  for  business.  Gone  are  the  days  when  a  Mexican 
president  or  Cabinet  minister  could  promise  major  investors 
or  foreign  leaders  almost  anything  and  most  likely  deliver.  For 
example,  opposition  by  labor  unions  and  powerful  business 
groups  recently  forced  the  government  to  limit  foreign  par- 
ticipation in  its  privatization  of  the  petrochemical  industry. 

At  the  same  time,  the  government  finds  itself  under  in- 
creasing pressure  to  ease  up  on  the  free-market  policies  that 
many  Mexicans  think  are  to  blame  for  the  country's  economic 
woes.  Many  members  of  congress  say  they  want  to  eventually 
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push  for  a  renegotiation  of  the  North  American  Free  Tr, 
Agreement.  "I  would  be  in  favor  of  making  some  change; 
N.APTA,"  says  Suarez  Da\ila.  He  also  complained  that  Mexi( 
membership  in  the  Organization  for  Economic  Cooperatioi 
Development  limits  its  ability  to  control  volatile,  short-term 
vestment  flows  that  contributed  to  Mexico's  economic  c: 
ROLLBACK?  Such  sentiment  runs  deep  in  the  left  wing  of 
Institutional  Revolutionary  Party  (pri),  which  has  grown  in 
fluence  as  right-leaning  voters  have  jumped  to  the  center-rii 
National  Action  Party  (pan)  in  recent  elections.  The  p; 

n party  congress  in  Jime  could  well 
ness  a  serious  effort  to  roll  back  so 
economic  refomis  of  recent  years 
Zedillo  could  find  himself  furtl 
weakened  next  year  if  his  pri  lo 
_  its  comfortable  m.ajority  in  the  1' 

congressional  elections.  That  could  ' 
tually  paralyze  the  President  dur 
the  second  half  of  his  six-year  ten 
To  bolster  the  pri,  Zedillo  is 
tempting  to  satisfy  some  of 
nationalist  pressures  without  destj 
lizing  public  finances.  In  a  major 
parture  from  his  free-market  pre 
cessors,  he  is  working  with  bus: 
groups  to  draft  an  industrial  policy,  including  subsidies  and 
credits,  to  help  companies  become  exporters.  He  is  also 
pected  to  agree  to  a  new  debt-forgiveness  program  tl 
would  slash  borrowers'  debts  by  30%. 

How  much  more  Zedillo  will  have  to  concede  is  hard  to 
If  the  economy  perks  up,  the  pressure  will  ease.  But  the 
omy  is  still  in  the  doldrums.  Just  2%  growth  is  expe^ 
this  year,  most  of  it  in  the  fourth  quarter,  after  last  y( 
wrenching  7%  drop.  What  does  seem  clear  is  that  econo: 
circumstances  and  Zedillo's  lack  of  a  clear  game  plan  have 
ated  a  vacuum.  So  other  forces  are  moving  to  fiU  it. 

By  Geri  Smith  in  Mexico 
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A  DEATH  IN  INDONESIA 

►  The  sudden  death  of  President 
Suharto's  wife,  Siti  Hartinah  Suharto, 
from  a  heart  attack  on  Apr.  28,  is  a 
major  blow  to  the  regime.  Diplomats 
say  the  72-year-old  "Tien,"  as  she  was 
known,  was  in  many  respects  the  back- 
bone of  the  political  structure.  She  was 
her  husband's  closest  political  adviser 
as  well  as  senior  manager  of  the  fami- 
ly's vast  business  holdings,  many  of 
which  are  now  run  by  her  six  grown 
children  and  a  grandson. 

With  her  husband,  she  co-chaired 


11 


several  charitable  foundations  that  held 
stakes  in  Indonesia's  largest  public  and 
private  enterprises.  Such  was  her  repu- 
tation in  business  circles  that  Suharto 
was  provoked  last  year  into  publicly  de- 
fending her  against  those  who  dubbed 
her  "Hen  Percent."  Rumors  that  this 
was  her  cut  on  deals  early  in  his  rule 
were  "untrue,"  he  said. 

There  are  already  signs  that  Tien's 
eldest  daughter,  Siti  Hardiyanti  Ruk- 
mana,  47,  a  vice-chair  of  Indonesia's  rul- 
ing party,  Gk)lkar,  and  head  of  the  con- 
glomerate Citra  Lamtoro  Gung  Group, 
is  rushing  to  fill  her  mother's  shoes.  She 


read  her  father's  speech  at  a  tearful  fi, 
neral  in  Central  Java  and  is  already 
recognized  as  the  de  facto  first  lady. 

With  the  74-year-old  Suharto's  cara 
drawing  to  a  close,  there  is  now  a 
strong  possibility  that  the  family  will 
move  to  restructure  the  regime  so  as 
consolidate  their  hold.  One  scenario  ha 
Suharto  retreating  into  the  backgroun 
while  his  daughter  runs  the  country. 
Another  has  him  ceding  power  to  a 
trusted  general  such  as  Vlce-Presidenl 
Tri  Sutrisno  or  Brigadier  General 
Probowo  Soemitro,  a  son-in-law. 

By  Michael  Shari  in  Jakar 
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We  know  tlie  feeling.  Tliat's  wliy  we  created  a  new  way  to  deal  witli  it  all  — called  Financial  Fitness. 

It's  a  simple,  live-step  program  tliat  starts  witli  a  conversation.  Just  you  and  an  Equitable 
representative.  Togetlier  you  look  over  your  situation,  set  your  priorities,  find  a  strategy,  plan  your 
moves  and  get  started.  No  miracles.  No  liype.  Just  common  sense.  And  a  feeling  tliat  says  "relax." 

If  tliat  sounds  like  wliat  you're  looking  lor,  get  in  toucli  witli  us  and  start  taking  care  ol 
tomorrow,  today. 
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Power  Over  Tainorrow  ' 
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CEO  Steve  Appleton  was 
fired  and  rehired-all  in  nine 
days.  Here's  the  inside  story 
of  his  rise  and  fall  and  rise 

Steven  R.  Appleton  doesn't  let 
much  get  in  his  way.  As  a  kid, 
he  refused  to  go  to  the  doctor 
about  a  stomach  pain — then  al- 
most died  because  his  appendix  had 
bui'st.  A  nationally  ranked  tennis  player 
at  Boise  State  University,  he  learned 
to  play  left-handed  after  breaking  his 
right  wi-ist.  And  as  a  22-yeai-old  factory 
worker  on  the  gi'aveyai'd  shift  at  Micron 
Technology  Inc.,  he  swore  he  would  be  a 
corporate  executive  of  the  Boise-based 
chipmaker  by  age  30.  Working  relent- 
lessly— he  hasn't  taken  a  sick  day  in  14 
yeai's — Appleton  made  it  and  then  some: 
He  became  ceo  in  1994  at  age  34. 

So  how  did  this  hard  driver  react 
when  Micron's  board  unceremoniously 
axed  him  in  Januai-y?  He  went  to  his 
folks'  Los  Angeles  home,  began  gi'ovvdng 
a  goatee,  and  phoned  pal  Gregory  E. 
Herrick  to  plan  a  biplane  trip  around 
Australia.  "He  sounded  matter-of-fact 
when  he  called.  I  think  I  was  more 
shocked  than  he  was,"  says  Hemck. 

"I  move  pretty  fast,  and  I'm  not  emo- 
tional about  anything,"  Appleton  shrugs. 
"I  love  Micron,  but  there's  lots  of  things 
I  love."  Moreover,  Micron's  board  long 
ago  established  who  calls  the  shots. 
Since  1988,  this  gi-oup  of  Idaho  agribusi- 
ness tycoons  has  chased  out  six  top  ex- 
ecutives— including  co-founder  Joseph 
L.  Parkinson,  who  handed  the  reins  to 
Appleton  in  September,  1994,  after  a 
blowout  with  billionaire  potato  baron 
J.  R.  Simplot,  who  owns  22%  of  Micron. 

The  board's  high-handed  ways  have 
long  dominated  the  company.  Many 
managers  hesitate  to  sell  stock,  for  ex- 
ample, for  fear  dii-ectors  will  think  them 
disloyal.  Simplot,  an  eternal  optimist, 
has  held  on  to  his  shares  and  frowns  on 
insider  sales.  Also,  Micron  hasn't  issued 
shares  to  finance  the  staggering  cost  of 
chip  plants  since  1988 — it  would  dilute 
Simplot's  fortune,  and  he  controls  the 
board.  "Hey,  it's  my  baby.  I  put  the 
gamble  money  in,"  says  Simplot,  87,  who 
invested  $1  million  in  the  early  1980s. 

Maybe  so,  but  when  the  board  re- 
hired Appleton  eight  days  after  firing 

him,  it  was  a  big  win  

for  the   managers.  NEW  PASSION: 
Employees    revere  Appleton  and 
Appleton    for    his  his  Mooney. 
work  ethic,  enthusi-  Next  toy:  a  jet 
asm,  and  willingness  fighter 


EXECUTIVE  SUITE 


MICRON'S 
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I  hear  all  sides  of  an  issue.  As  a  line 
anager,  some  recall,  he  once  mediated 
worker's  complaint  about  a  hai"sh  boss 
interviewing  all  22  workers  on  the 
lift,  then  moving  the  supervisor. 
Appleton  also  singlehandedly  pushed 
irough  an  innovative  pay  plan.  After 
jvouring  more  than  20  books  on  com- 
;nsation,  he  proposed  giving  workers  a 
wer  base  pay  than  rival  companies  but 
)%  of  profits.  Thus,  Micron's  payroll 
•ops  in  bad  times — which  limits  lay- 
fs — but  folks  make  a  killing  in  boom 
;ars  such  as  1995.  "Usually,  people  hate 
guy  when  he  rises  that  high,"  says 
ice-Pi*esident  of  Corporate  Affairs  Kipp 
.  Bedard.  "But  they  look  at  Steve  as 
1  operator  who  hit  the  jackpot." 
lUEGRIT.  The  CEO's  return  may  even 
ark  a  lasting  shift  in  the  bai- 
lee of  power.  While  Micron  has 
ied  to  dismiss  January's  to-ing 
id  fro-ing  as  a  spat  between 
ppleton  and  Director  Allen  T. 
Oble,  BUSINESS  WEEK  has 
arned  that  the  split  went  far 
;eper.  This  time,  management 
ood  up  to  the  board,  demand- 
g  Appleton's  return  and  an 
id  to  du'ectors'  meddling.  When  it  was 
1  over,  Simplot  told  a  roomful  of  teary 
anagers:  "We  made  a  mistake.  We  cor- 
!cted  it.  And  now  everything  is  going 
I  be  great." 

It  was  the  worst  possible  time  for 
le  $3  billion  company  to  be  distracted 
f  a  family  feud.  Rocked  by  a  50%  drop 

chip  prices  since  Jan.  1,  Micron  has 
sen  gross  margins  shp  to  44% 
om  57%  a  year  ago.  The  stock, 
;  94/<;  in  September,  plunged 
5low  30  in  March.  It  has  since 
imbed  into  the  upper  30s,  near 
here  it  was  a  year  ago. 

But  it  could  drop  again — par- 
cularly  if  memory  prices  fall 
irther,  analysts  say.  While  Mi- 
■on  is  still  making  money  on 
der,  4-megabit  chips,  it  lags  in  the  16- 
legabit  chips  that  are  becoming  stan- 
a,rd  in  PCs.  Worse,  it  faces  a  money 
■unch  when  larger  rivals  are  throwing 
nprecedented  dollars  at  the  $23  biUion 
lemory  market.  With  cash  down  to 
598  million  in  the  February  quarter 
•om  $607  million  in  the  November 
uarter.  Micron  had  to  secure  a  $500 
lillion  line  of  credit  in  March. 

Appleton's  late-January  decision  to 
lothball  a  $2.5  billion  plant  in  Lehi, 
^tah,  could  save  up  to  $500  million  this 
ear.  Long  term,  however,  it  could  cost 
larket  share,  since  rivals  in  Japan  and 
outh  Korea  continue  to  build.  Says  cs 
'irst  Boston  analyst  John  M.  Geraghty: 
Does  Micron  have  the  critical  mass  to 


survive?  Sure.  Will  they  be  as  big  a 
player  in  the  future?  It's  not  clear." 

How  did  Micron  wind  up  in  an  im- 
broglio at  such  a  critical  moment?  It 
started  with  Parkinson's  1994  ouster. 
Noble,  one  of  Micron's  eai'liest  investors, 
wanted  the  top  spot  to  go  to  Chief 
Technology  Officer  Tyler  A.  LowTey,  an- 
other up-from-the-ranks  whiz  kid.  It 
was  Lowrey's  knack  for  finding  cheap 
ways  to  make  chips  that  enabled  Mi- 
cron to  survive  and  thrive.  "You  can 
look  the  world  over  before  you  find  an- 
other one  like  Tyler,"  says  Noble.  But 


COUF.COUNTERGOUF 


JAN.  17, 1996  Vice-Chairman  and 
Chief  Technology  Officer  Tyler 
Lowrey  and  three  top 
executives  ask  controlling 
shareholder  J.R.  Simplot  to 
replace  CEO  Steven 
Appleton — with  Lowrey. 

;  •   » 13-^  Faced  with 
an  apparent  management 
revolt,  the  board  votes 
unanimously  to  name  Lowrey 
CEO.  Appleton  resigns. 

JAN.  25, 1996  Lowrey  and  mgmm 
CFO  Wilbur  Stover  Jr.  plead  ■'^ 
with  Simplot  and  Director 
Allen  Noble,  Lowrey's  long- 
time champion,  to  undo  the 
putsch.  Over  Noble's 

objections,  Lowrey  says 
he  wants  to  "make 
things  right"  by 
bringing  Appleton  back. 


JAN.  26,  1996  After  many 
managers  threaten  to  resign, 
the  board  persuades  Apple- 
ton  to  return  as  CEO. 

FEB.  5,  1996  Citing  family 
illnesses,  Noble  resigns  from  the 
board. 

THE  STOCK  SLIDE 
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when  LoviTey,  42,  declined  the  post,  it 
went  to  Appleton,  who  was  running 
chipmaking  operations. 

Insiders  say  Noble,  66,  wouldn't  give 
up.  Known  for  his  iron  will — he  left 
home  in  seventh  grade  and  supported 
himself  for  six  years  by  milking  cows — 
Noble  repeatedly  questioned  Appleton's 
leadership  and  complained  that  he  was 
unresponsive  to  board  queries.  Worse, 
insiders  say.  Noble  began  tinkering  in 
operations,  chewing  out  underperform- 
ing  employees  and  repeatedly  ordeiing  a 
Cessna  for  Micron — only  to  have  Ap- 
pleton cancel  the  orders.  At  the  same 
time,  insiders  say,  he  quietly  urged 
Lowi'ey  to  pursue  the  top  job.  Noble 
denies  these  charges  and  calls  talk  of 
dissent  over  the  plane  "asinine." 

Last  fall.  Noble  made  his  move.  Aftei- 
tempers  flared  at  one  of  the  board's 
Monday  6  a.m.  meetings  at  Elmer's 
restaurant.  Noble  argued  again  that 
Lowi'ey  should  nm  the  company.  But 
Noble's  timing  was  off.  Micron's  stock 
had  screamed  fi'om  the  20s  to  the  90s 
since  Appleton  had  taken  over  (chart), 
and  the  company  was  cranking  out  $3 
million  a  day  in  profits.  Simplot  rebuffed 
his  friend  of  40  years. 

But  Simplot  was  in  for  a  surprise. 
On  Jan.  17,  Lowrey  and  execu- 
tives including  General  Counsel 
W.  Bryan  Farney  and  Product 
,  Engineering  Vice-President  Ed- 
*  ward  J.  Heitzeberg  trooped  into 
^   his  office  to  ask  that  Lowrey  be 

J[»ut  in  charge. 
What  prompted  Lowrey's 
change  of  heart?  He  says  he  fi- 
nally succumbed  to  the  idea  of 
taking  over — and  not  just  out  of  ego. 
By  then,  memory  prices  were  shding — 
and  with  them  Micron's  stock.  Lowi'ey 
says  he  had  been  persuaded  that  Ap- 
pleton's days  were  numbered,  in  part 
because  Farney  had  told  him  Appleton 
planned  a  big  stock  sale.  Lowi-ey,  who 
feared  an  outsider  would  be  brought  in, 
told  Noble,  who  used  the  information 
to  tum  the  board  against  Appleton.  "I 
thought  I  could  do  a  better  job  than  an 
outsider,"  says  Lowi'ey. 
SLEEPLESS  IN  BOISE.  Faced  with  what 
seemed  a  broad  mutiny,  Simplot  called  a 
board  meeting  for  the  following  mom- 
ing.  Appleton  was  asked  to  leave  the 
room.  When  he  retiuTied,  he  was  told  he 
was  out.  "He  took  it  Uke  a  real  man,"  is 
all  Simplot  will  say. 

Within  days,  Lowrey  had  another 
change  of  heart.  After  quietly  calling 
Appleton  in  L.A.  to  gauge  his  interest, 
Lowrey  met  vrith  Simplot  to  ask  that 
both  he  and  Appleton  be  returned  to 
theii'  old  jobs.  Early  on  Jan.  25,  they — 


USINESS  WEEK  /  MAY  13,  1996  71 


The  way  you  think  is  not  Hmited  by 
your  annual  billings,  or  the  number  of 
people  you  employ.  Nor  should  it  be.  If 
you  run  a  department  or  a  busi- 
ness, you  no  doubt  have 
ideas  about  how  to  make 
it  more  successful,  yet  most 
likely  are  facing  pressures  big- 
ger companies  aren't. 

Meet  Lotus  SmartSuite. 
SmartSuite  is  all  the  software 
your  business  needs  to  stay  out 
in  front  of  your  competition.  And 
it's  so  easy  to  learn  that  you  and 
everyone  on  your 
team  will  be  able 
m  'JM    to  use  It  in  no  time. 

(This  is  when  you 
should  begin  to  feel 
All  the  the  pressure  beginning  to 

software  subside.) 
a  business  SmartSuite  gives  you 

needs.  six  powerful  desktop  soft- 

ware applications,  as  opposed  to  the 
mere  four  that  other  software  suites  give 
you.  Included  are  word  processing, 
spreadsheets,  database  management, 
graphics,  calendaring  and  scheduling  and 
a  multimedia  tool.  SmartSuite  also  allows 
you  access  to  the  Internet. 


The  fac 


company 


sa 


hat  my 
is  smaller 


The  results?  Well,  you  can  work 
faster  and  more  efficiently.  Plus,  because 
the  applications  in  SmartSuite 
are  completely  integrated,  your 
people  are  actually  working  together 
better.  Nice,  huh.''  They'll  be  creating 
professional  correspondence,  financial 
statements,  graphic  sales  presentations, 
tracking  inventory,  organizing  daily 

schedules 
and  meet- 
ings and 
publishing 
documents 
directly  to  the  World  Wide  Web. 

All  of  this  for  as  little  as  $149.'" 
Versions  of  Lotus  SmartSuite  are  avail- 
able for  Windows*  95,  Windows  3.1 
and  OS/2™  and  SmartSuite  is  now 
included  with  Aptiva,"  ThinkPad*  and 
most  IBM®  PCs,  as  well  as  select  Acer,® 
AST®  and  Epson®  PCs. 

There's  a  lot  more  to  tell,  but  it's 
easier  to  just  start  using  it  and  see  for 
yourself.  For  your  free  Lotus  Gallery  CD 
complete  with  a  45  day  trial  version  of 
SmartSuite,  call  1-800-TRADE-UP,  ext. 
B815,  or  visit  us  on 
the  World  Wide  Web 
at  www.lotus.com.      Working  Together" 


ada  L.1II  1 -800-GO-LOTL)S.  ^Upgrade  from  any  Lotus  or  competitive  sofrwjre.  Dealer  pncmg  may  vary.  ©W^6  Lotus  Dcvflopment  Corporation,  55  Cambridge  Parkway,  Cambridge,  MA 
All  rights  reserved.  Lotus,  Workmg  Together.  Lotus  SinartSuite,  Approach,  Freelance  draphics,  1-2-1  and  Lotus  Organizer  arc  registered  trademarks  and  Word  Pro  is  a  trademark  of  Lotus 
pment  C 'orporation.  Windows  is  a  registered  trademark  of  MKntsoft  C'orp.,  and  IBM,  OS/2,  Aptiva  and  ThinkPad  are  registered  trademarks  of  International  Busmcss  Machines  Ct)rp.  All  other 
tsare  registered  under  their  respective  cninpanies 
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along  with  CFO  Wilbur  G.  Stover  Jr — 
broke  the  news  to  Noble.  Later  that 
day,  a  shaken  Lowrey  told  colleagues 
he'd  made  the  biggest  mistake  of  his 
life.  Recalls  one:  "He  said,  'I  can't  sleep, 
I  was  wrong,  and  I  want  to  make  things 
right.' "  Says  Lowrey,  who  had  lost  eight 
pounds:  "I  was  very  fatigued.  It  just 
wasn't  the  best  thing  for  Micron." 

Over  Noble's  objections,  Simplot  told 
Lowrey  to  try  to  bring  Appleton  back. 
Tracked  down  in  Washington  State,  Ap- 
pleton agreed  to  hop  a  flight  to  Boise. 

But  before  he  arrived,  tuiTnoil  eiupt- 
ed.  The  morning  of  Jan.  26,  more  than 
20  executives  gathered  to  discuss  re- 
signing if  the  old  management  order 
wasn't  restored.  "You  can't  imagine  the 
number  of  people  who  said  it  was  the 
fii'st  time  they  woke  up  and  didn't  want 
to  come  to  work,"  says 
one.  Either  by  chance  or 
through  a  tip,  Simplot 
and  Thomas  T.  Nicholson, 
another  board  membei-, 
showed  up — and  listened. 
"They  all  wanted  Steve 
back,"  says  Simplot.  "We'd 
have  lost  a  bunch  of  'em." 

What's  more,  executives  de- 
manded that  the  board  end  its 
autocratic  ways.  "People  were 
just  tired  of  having  the  board 
do  things  that  were  counter  to  manage- 
ment's views,  and  of  not  being  told 
about  them  until  it  was  too  late,"  says 
an  executive.  By  the  time  Appleton  ar- 
rived for  a  5  p.m.  board  meeting,  his 
leverage  couldn't  have  been  gi'eater  He 
demanded  an  end  to  intiusions  by  the 
board — especially  Noble.  And  he  ob- 
tained sweetened  severance  packages 
to  protect  managers  who  had  voiced 
theu-  frustrations.  Ten  days  later.  Noble 
resigned  his  seat,  citing  family  illnesses. 

Now  back  in  the  driver's  seat,  Ap- 
pleton has  his  work  cut  out.  Micron 
faces  two  challenges:  to  step  up  pro- 
duction of  16-megabit  chips  and  to  pull 
off  the  tricky  switch  fi'om  maldng  chips 
on  6-inch  wafers  of  silicon  to  8-inch 
wafers,  which  will  gi'eatly  boost  capaci- 
ty. As  the  only  "pure  play"  in  memory 
chips,  moreover',  Micr-on  r'emains  most 
vulner-able  to  mar-ket  gyrations.  Richard 
L.  Whittington,  an  analyst  with  Sound- 
view  Financial  Group  !nc.,  says  memory 
prices  could  fall  another  ",()%  this  year 

Appleton,  who  has  goi  e  through 
three  vicious  downturns,  is  Uiidaunted. 
Micron,  he  notes,  has  always  no  naged 
vrith  its  unique  strategy — slashing  ■■osts 
while  sticking  with  pi'oducts  longer  I'lan 
others,  then  jumping  into  new  marke's 
once  livals  have  ironed  out  the  technical 
ghtches.  In  addition,  Lowrey  has  a  new 


bit  of  cost-cutting  wizardry  to  help  Mi- 
cron in  the  16-megabit  chip  market. 

For  the  long  haul,  Appleton  wants 
to  ease  Micr'on's  dependence  on  memory 
chips.  The  PC  division,  spun  off  into  Mi- 
cr'on  Electr'onics  Inc.  in  1995,  now  con- 
tributes 30%  of  sales.  Progi'ess  in  other 
new  businesses,  such  as  small  flat  panel , 
displays,  has  been  slow,  however 

Appleton  has  had  other  diversifica- 
tion ideas.  Failing  in  a  bid  for  NexGen 
Inc.,  Micron  has  had  talks  to  buy  Cyrix 
Coi'p.,  another  maker  of  microproces- 
sors that  ape  Intel's,  soiux-es  say.  Al- 
though Cyiix  has  been  imable  to  snatch 
much  of  Intel's  business  by  itself.  Mi- 
cron's manufactiuing  muscle  could  make 
the  difference.  Cyrix  ceo  Gerald  D. 


STEVEN  R.  APPLETON 


TITLE  Chairman,  CEO,  and  presi- 
dent, Micron  Technology. 

BORN  Whittier,  Calif.,  1960. 

EDUCATION  BA,  business 
administration,  Boise  State. 

JOB  HISTORY  After  a  broken  wrist 
ended  his  pro  tennis  dreams,  he 
joined  Micron  as  a  factory  worker 
in  1983.  Became  president  in 
1991,  chairman  and  CEO  of  its 
chipmaking  unit  in  1992,  and 
CEO  of  the  entire  company  in 
October,  1994. 

OBSESSIONS  Maintains  5% 
body  fat,  shuns  alcohol.  Owns  a 
weapons  collection  and  is  licensed 
to  carry  a  concealed  firearm. 

HOBBIES  Weight  training,  skydiv- 
ing, triathlons,  motorcycle  racing, 
windsurfing,  collecting  planes, 
including  an  A-37B  Dragonfly  jet. 


FAMILY  Divorced  in  1988, 
since  had  two  daughters. 


has 


Rogers  denies  that  any  merger  tal= 
have  taken  place. 

If  anybody  can  puU  this  off,  it  may 
Appleton,  a  fanatical  overachiever  W 
not  pumping  silicon,  his  high-adi-enal, 
pursuits  include  triathlons,  skydivi, 
and  motorcycle  racing.  Tennis  p;i 
ner  Langdon  marvels  at  how  he  tui'i 
himself  into  a  weight  lifter  able 
bench-press  300  pounds.  "You  never' 
him  when  he  isn't  good  at  somethiii 
says  Langdon.  "He  just  goes  away  fm 
while  and  comes  back  good."  Flying 
Appleton's  latest  passion.  He  own 
single-engine  Mooney  and  is  buyin 
vintage  A-37B  Di'agonfly  fighter. 

Appleton's  capacity  for  wor-k  ma\ 
his  most  striking  trait.  He  labored 
hoiu's  a  day,  seven  days  a  week  for'  i 
years  during  a  mid-1!  ^ 
downturn,  he  says- 
effort  that  contribi! 
to  his  1988  divorce, 
and  a  girlfriend  li 
since  had  two  daughti 
He  sleeps  just  four  h" 
a  night,  ft-aming  his  day  wt' 
a.m.  and  9  p.m.  workout- 
hiis  gym.  He  credits  his  st 
ina  to  a  diet  that  holds  li- 
fat  to  5%. 

Why  so  intense?  Maybe  it's 
background.  Growing  up  in  I 
Angeles,  Appleton,  whose  mother'  taus 
school  and  father  owned  donut  shi 
was  a  diligent  student  who  became  di 
major  and  salutatorian.  But  he  ran  w 
a  rough  crowd.  "It  was  sticks  in  elemjj 
tary  school,  knives  in  junior  high, 
guns  in  high  school,"  recalls  Appletj 
who  says  he  lost  one  pal  to  a  shotg 
blast  and  others  to  prison. 

Tennis  was  a  way  out.  Langdon 
Appleton  made  himself  a  top  high  set 
player  on  sheer  giit:  "His  ability  to  p| 
big  points  is  phenomenal."  That 
got  him  a  scholarship  at  Boise  Stat^ 
his  path  to  Mici'on. 
TIGHT  PERCH.  In  Boise,  Appleton  hal 
permit  to  carry  a  concealed  weap| 
"I'm  not  overly  paranoid,"  he  says, 
you're  so  exposed  in  a  place  like  Ida 
Is  he  now  safe  in  his  job?  With 
adversaries  gone — like  Noble,  Farii 
has  I'esigned — it  would  seem  so.  But| 
one  insider  asks:  "If  you  knew  one 
got  you  kicked  out  and  then  got 
brought  back,  would  you  feel  in  cl 
ti'ol?"  Asked  if  he  feels  secure,  Apple! 
hesitates,  then  finally  says:  "People  dJ 
imderstand  that  when  you're  ceo,  kel 
ing  your  spot  may  not  be  relatedf 
your  perforaiance." 

Maybe  not.  But  at  least  now  he's 
likely  to  lose  it  for  no  apparent  rea^ 
By  Peter  Burrows  in  Boise,  Id 
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networkMCI  Conferencing.  It's  about  making  work  easier  and  more  productive 


IF 


with  just  a  phone  and  a  computer.  It's  about  going  to  a  meeting  without  having 


W 


to  travel.  It's  about  turning  your  office  into  the  world's  largest  conference  room. 


M*^  


networkMCI  Conferencing""  can  help  anyone,  anytinne,  anywhere,  make  better  use  of  their  time.  MCI  Audio  Conferencing  instantly 
ings  as  few  as  3  or  as  many  as  1 .000  people  together  for  the  same  meeting.  24  hours  a  day  Our  Video  Conferencing  lets  people 
)m  around  the  world  meet  face-to-face  without  ever  leaving  their  offices.  With  our  Document  Conferencing,  employees  in 
stant  offices  can  edit  and  review  the  same  document  at  the  same  time.  How.  you  may  wonder,  can  one  company  provide 
1  this?  Call  1-800-475-3555  or  http://www.mci.com  to  find  out. 


CI  Telecommunications  Corporation,  1996 
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Talking  Heads  Once 
restricted  to  corporate 
boardrooms,  videoconferencing 
is  now  accessible  to  smaller 


-  es  Entrepreneurs 
.     ,         .1  iinanciers  too  often 
wind  up  in  Heartbreak  Hotel 
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STARTUP  HE 


FOR  NEW  401  (k)s,  SMALL  IS  BEAUTIFUL 

Small  companies  are  embracing  retirement  plans  like 
never  before,  opening  up  the  last  frontier  for  401(k) 
pi-oviders  along  the  way.  Last  year,  a  new  Internal 
Revenue  Service  report  shows,  the  number  of  workers 
with  401(k)  plans  leaped  by  a  record  5.9  million  people — a 
nearly  tenfold  increase  over  the  previous  year's  growth. 
Industry  experts  believe  small  business  accounted  for  most 
of  the  surge. 

"This  is  a  brand-new  phenomenon,"  says  David 
Wray,  president  of  Profit  Shanng/401(k)  Council  of 
America,  an  association  of  retirement-plan  spon- 
sors. He  sees  two  ma- 
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retirement  plans," 


Embryonic  compa 
nies  might  find  t: 
nurturing  they  nef 
New  Orleans  on  Iv: 
22-25,  at  a  confer 
ence  on  business 
incubators — sites 
where  startups  can 
typically  get  low  re 
and  access  to  men 
tors,  support  staff, 
and  advice.  For 
$485,  the  Nationa 
Business  Incubatio 
Assn.  will  offer 
70  seminars  (614) 
593-4331. 


ir 


Move  over,  Stephen 
King.  Here  comes 
Runamok,  a  novel 
about  small  busi- 
ness due  out  in 
May.  The  plot:  A  $3 
million  computer- 
parts  maker  is  on 
the  brink.  Can  it  be 
saved?  Sure,  if  the 
CEO  gets  control  of 
payables  and  inven- 
tory-return rates 
and  writes  down 
operating  proce- 
dures. "Those  are 
the  most  important 
things,"  says  author 
Tom  Park,  an  ex- 
CEO.  "I  wanted  to 
illustrate  this 
covertly.  By  day's 
•nd,  people  don't 
wi  it  to  pick  up  a 
tome  on  business  " 


jor  reasons:  Small  busi- 
nesses are  realizing  that 
a  plan  can  help  lure  tal- 
ent, and  many  of  those 
making  decisions  about 
benefits  are  now  baby 
boomers  who  are  gen- 
ei'ally  suspicious  of  So- 
cial Security.  Also, 
gTowing  education  about 
retirement  plans  and  a 
tight  labor  market  have 
combined  to  make  em- 
ployees more  aware  of 
401(k)s  and  less  tolerant 
of  jobs  that  don't  offer 
them. 

"These  factors  are 
coming  to  a  unique 
juncture  and  causing  an 


explosion  in 
says  Wray. 

Now,  more  than  22  million  peo- 
ple are  covei'ed  by  those  plans, 
but  that's  still  only  a  cjuarter  of 
the  potential,  according  to  Access 
Research  Inc.  With  huge  compa- 
nies tapped  out,  it's  no  wonder 
bi'okers  are  tailoring  new  plans  for  small  businesses. 

Dreyfus  Corp.  is  targeting  comp; 
with  50  to  150  employees.  Ch; 
Schwab  Corp.  debuted  in  the  401(k) 
ket  in  April  with  a  bundled  plan  thi 
fers  smaller  employers  choices  onc^ 
served  for  the  big  guys.  The  broke 
designated  23  salespeople  to  pitcl 
virtues  of  helping  workers  build 
eggs.  The  question  Schwab  Execi 
Vice-President  John  Philip  Cogh 
Ian  hears  most  often;  "Wliere 
have  you  been'?" 


MAKING  PLANS 

The  number  of  401(k)  plans 
IS  expected  to  continue  its 
rapid  growth  among  smaller 
companies  while  reaching  a 
plateau  among  larger  ones. 


PROJECTED  PERCENT 
GROWTH  IN  401(k) 
PLANS,  1995-2000 


NUMBER  OF  EMPLOYEES  1 
50-    IJO^    SOU-  1,000-  MORE 
THAN  50  100    500    1,000  5.000  THAN 
5,000 


LESS 


10.65 


MILLIONS  OF  401(k)  PARTICIPANTS 

TOTAL:  22.3  MILLION 

DATA,  ACCESS  RESEARCH  INC. 


SALE  OF  BUSINESS 
(ENTIRE  OR  PART) 

16% 


Anybody  still 
( 


REALITY  CHECK 


questioning  the  significance  of  women- 
lowned  businesses  in  the  U.S.  should  read  a  new 
study  by  the  National  Foundation  for  Women  Business 
Owners  that's  based  on  Census  Bureau  data  and  the 
group's  own  surveys.  The  growth  of  women-owned  com- 
panies from  1987  to  1995  continued  to  outpace  that 
of  all  businesses  by 


BRINGII I 
NEW  PAD  i 

Is' 


a  2-to-l  margin. 
Now,  they  write 
more  than  a  quarter 
of  the  nation's  pay- 
checks. Here's  a 
snapshot: 


NUMBER  OF  BUSINESSES  8  MILLION 
NUMBER  OF  EMPLOYEES  18.5  MILLION 
SALES  $2.3  TRILLION 

TOP  GROWTH  INDUSTRY  CONSTRUCTION 
TOP  GROWTH  STATE  NEVADA 


PICKING  OPTIO 
FOR  FINANCI 


46  Ml  LION  PEOPLE  WORK  AT  HOME  FULL-  OR  PART-TIME  OR  OWN  THEIR 


lie;,. 
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AD  SPACE 
NOW 


.V 


i^>^>A  ^$25,000 


HING  GIANTS  IN  THE  PIT 


)dyear.  Marlboro.  Pennzoil. 
uts? 

lall  businesses  could  get  their 
5  minutes  of  fame  at  the 
idianapolis  500  in  May,  as 
)rofile  drivers,  up  in  arms 


over  a  reorganiza- 
tion, took  house- 
hold names — and 
their  million-dol- 
.  a  r  advertising 
spots — to  a  competing 
event.  Now,  a  decal  on  an 
Indy  500-level  dragster 
can  be  had  for  as  little  as 
$25,000,  opening  up  the 
track  to  smaller  sponsors. 

"I've  always  wanted 
Cornnuts  to  be  on  an  Indy 
cai;  but  I  would've  had  to 
fork  over  my  entire  mar- 
keting budget,"  says  Joe  Heaney, 
president  of  the  privately  held  cor'n- 
chip  maker,  which  is  negotiating  for 
a  spot.  "Now,  we  have  the  chance 
to  compete  with  the  bucks  of  Frito- 
Lay  and  Ruffles." 


SO  THEY  SAY 


e  ivant  to  create  an  Internet-based  stock 
iange  where  companies  can  list  their  stocks 
investors  can  buy  without  a  broker  " 
Indrew  Kiein,  who  raised  $1.6  million  on  the  internet  (page  8) 


HOT  SPOTS  WORTH  A  STOP 

THE  SMALL  BUSINESS  ADVANCEMENT  NATIONAL  CENTER 

LHX1S--NI':X1S-  'X/X   (SBANC)  (http://WWW. 

"  ^®ir  sbaer.uca.edu)  offers 

Small  Business  Service  3  vast  array  of  infor- 

mation, including  industry  profiles,  small-busi- 
ness conferences,  bulletins  and  publications, 
and  information  on  borrowing  and  consultants. 
Recently  redesigned,  it's  a  good  place  to  start. 

COMMERCENET  (http://www.commerce.net)  is  a 
nonprofit  group  addressing  the  concerns  of 
electronic  commerce,  — TT.rtr^lTirr 
such  as  standardized  jLj^Tn  LBIMifT 
and  secure  transactions.  If  you've  put  your 
business  on  the  Net,  or  are  thinking  about  it, 
it's  worth  a  visit.  CommerceNet  sponsors  a 
pilot  program  to  get  small  businesses  online. 
Memberships  are  available  for  a  fee. 

Comments?  Drop  a  line  to  letedbw@aol.com. 


WASHINGTON  AIN'T 
SEEN  NOTHIN'  YET 


Si 


s  &  Lybrand  recently  asked  434  of  the  country's  fastest -growing 
lies  how  they  plan  to  get  financing  this  year.  In  all,  32%  of  these 
Ties,  averaging  $17  million  in  revenues  and  70  employees,  are 
nonbank  options.  Many  are  looking  at  more  than  one.  The  numbers 
ire  percentages  of  all  the  companies  answering  the  survey. 


mall-business  owners  are  increas- 
ingly flexing  their  newfound  polit- 
ical muscle.  According  to  the 
National  Federation  of  Independent 
Business,  contributions  from  entre- 
preneurs to  the  organization's  political 
operation  have  soared  over  the  past 
several  election  cycles  (chart).  Much  of 
the  money  is  used  to  finance  pro-small- 
business  candidates  in  state  and  federal  elections. 
Some  of  the  money  goes  to  educate  members  on 
how  to  become  more  politically  involved. 

The  catalyst  for  this  surging  activism  was  Pres- 
ident Clinton's  ill-fated  health-care  reform.  Small- 
business  owners  mobilized  to  help  kill  the  bill, 
which  they  viewed  as 
potentially  crippling  to 
small  operators.  "We 
found    with  health 
care  that  small  busi- 
ness could  coalesce 
around  an  idea  and  be 
a  powerful  force,"  says 
Jeff  Butzke,  national  po- 
litical director  for  the  nfib. 
Butzke's  group  is  gear- 
ing up  for  November.  On 
Apr.  18,  it  led  a  conference 
to  train  small-business  own- 
ers in  political  action,  such 
as  offering  their  phones  af- 
ter hours  to  candidates' 
volunteers  oi-  teaming 
up  with  other  small- 
business  people  to  advertise  for  a  pro- 
small-business  candidate  in  the  local  pa- 
per. The  session  linked  500  members  in  18 
cities  via  satellite  and  included  a  speech 
by  House  Speaker  Newt  Gingi-ich  (R-Ga.). 


BUILDING  MUSCLE 

The  sums  donated 
by  members  of  the 
National  Federation 
of  Independent 
Business  to  the 
group's  political 
fund  are 
soaring 


•PROJECTED 


lESSES,  ACCORDING  TO  A  RECENT  GALLUP  POLL  TAKEN  FOR  CCH  INC. 
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Too  often,  entrepreneurs 
who  join  financiers  in 
marriages  of  convenience 
are  headed  for  heartbreak 

The  dream  wasn't  supposed  to  c  i 
like  this.  Three  years  after  foul  - 
ing Athena  Design  Systems  In.- 
a  creaky  old  customs  house 
Boston  Harbor,  Mary  F.  Howard  h 
to  return  to  her  original  backers  li 
cincial  new  product  fbiancing.  Bi-ynw  i 
Partners  II  LP  offered  loans — but  onl.\ 
Howard  seciu'ed  them  with  the  right- 
two  patents,  her  most  valuable  assi.-i 
Howard  took  the  money  rather  tli 
"shut  down  the  company,"  but  her  r< 
trol  of  the  struggling  software  m;il 
was  quickly  ebbing.  With  sales  deaii 
the  water,  Brynwood — which  owns  7 
of  the  company's  shares — ousted  Hn 
ard  and,  in  early  1995,  made  its  ne\' 
hii'ed  vice-president  for  sales  and  m 
keting  the  ceo.  Today,  the  compan  - 
little  more  than  a  shell.  And  Ho\\  :i 
like  the  mythical  Athena,  has  tun 
wairior,  suing  her  formei'  partner 
breach  of  fiduciary  duty.  In  court  | 
pers,  Biynwood  coimters  that  it  duni| 
Howard  only  after  she  had  "four  yi  ; 
of  time  to  prove  herself. . .  and  faileil 
sell  a  single  Athena  system." 

Welcome  to  venture-capital  hell 
place  of  punctured  egos  and  lost  n 
lions,  where  entrepreneurs  and  their 
nanciers  tyi^ically  land  when  tilings  cii  'i 
work  out.  It's  well-populated:  For  thi  ■ ' 
billion  that  investors  bestow  annii. 
upon  young  business  ventures,  only  i 
10  ever  hits  it  big.  Of  the  rest,  ii 
simply  muddle  along  or  fail;  perli; 
80%  turn  into  sound  public  companic 
POWER  &  MONEY.   Failure  isn't 
evitable,  but  the  makings  are  usu£ 
present.  Entrepreneurs  and  venti 
capitalists  come  together  in  a  mamj 
of  convenience,  a  potentially  volatile  r 
of  egos  wTestling  over  power  and  m^ 
ey.  The  company  may  be  its  found(  3 
life's  work,  representing  an  enorm(  5  - 
emotional  commitment.  For  the  venti  > 
executive,  it's  ju.st  another  investment 
get  into  and  out  of  in  five  years,  top  ij 

Can   these   marriages  be  sav( 
Sometimes  not.  Products  fizzle,  spend 
spirals  over  budget,  founders  pre  [?[ 
lousy  managers,  investors  become  ja 
intmsive.  "There  are  more  opportimit  i  ' 
for  the  wheels  to  fall  off  [young  cc 


HOWARD:  She's  suing  her  former 
backers  for  breach  offidiiciary  duh 
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aniesi,  because  there  ai-e 
mply  so  many  unknowns — 
•om  whether  a  market  ex- 
ts  to  management,"  says 
ordon  B.  Baty,  co-managing 
iitner  of  Zero  Stage  Capital 
0.  in  Boston. 

Beneath  it  all  lies  a  subver- 
ve,  fundamental  difference  in 
grspective.  "The  entrepre- 
iw  has  the  idea  he  is  giving 
free  ride  to  someone  whose 
ily  contribution  is  money," 
lys  Andrew  J.  "Flip"  Fil- 
lowski.  "The  venture  capital- 
ts'  attitude  is  that  if  it  wasn't 
ir  them,  the  world  would 
id."  FilipowsM  knows  where- 
•  he  speaks:  After  being 
irced  out  by  one-time  pait- 
srs  in  an  earlier  software 
;artup,  he  now  heads  Plat- 
,um  Technology  Inc.  and  also 

ms  a  $100  million  venture  QUAY:  Made  $7.5  niillio)i,  hat  lost  control  of  his  company 
ind.  Platinum  Ventui'e  Part- 


jrs,  in  Oakbrook  Teirace,  111. 
EAVY-HANDED.  The  way  out  of  vc  hell 
3s  in  both  sides  recognizing  and  ac- 
jmmodating  their  divergent  priorities. 
,  takes  some  frank  discussions  at  the 
me  an  investment  is  made  about  the 
)als  and  strategy  of  the  company,  in- 
3stors'  expectations,  BOARDROOM  WARS 
id  founders  hmita-   


a  management  succession  plan  in  place 
witliin  a  few  yeai's.  "If  the  founder  is  un- 
willing to  listen,"  he  says,  "we're  not 
really  interested  [in  investing]." 

Indeed,  it's  the  issue  of  management 
control  that  most  often  sparks  discord. 
In  some  cases,  it  may  serve  everyone's 
long-term  interest 
for  the  investor  to 


ons.  Often,  too,  it  demands  quick,  deci- 
ve  action  when  things  go  wrong  in 
ddcoiu'se. 

Last-minute  salvage  attempts  typi- 
illy  aren't  the  answer.  Venture  capi- 
ilists  took  charge  of  a  startup  apparel 
Hnpany,  for  example,  after  it  became 
ear  that  cash  flow  and  working  capital 
ere  in  disairay.  But  theii*  fix 
roved  too  heavy-handed  and 
)o  late.  A  new  team  of  high- 
daried  managers  alienated 
dsting  employees  as  well  as 
le  company's  vendors.  The 
)under,  who  insisted  on  not 
eing  identified,  was  fired — 
nly  to  be  brought  back  re- 
jntly.  And  the  company  con- 
nues  to  lose  money.  Engulfed 
I  uncertainty,  "it's  still  almost 
itolerable,"  says  the  founder. 

A  modicum  of  agreement 
n  terms  at  the  outset  can 
jse  the  pain  of  separation  lat- 
r.  Increasingly,  ventiu-e  finns 
re  defining  from  Day  One 
pacific  expectations  for  star- 
ips'  operations  and  financing, 
laty  cites  a  common  problem: 
'ounder/entrepreneurs  often 
ave  trouble  managing  larger 
Dmpanies.  Having  replaced 
3me  two-thirds  of  its  found- 
ig  CEOS,  Baty's  fij-m  now  in- 
ists  that  every  company  have 


take  charge — but  it  usually  doesn't 
seem  that  way  to  the  entrepreneur.  "I 
had  the  founding  entreprenem-  of  a  car- 
diac medical-device  company  call  me 
up  and  go  ballistic"  when  backers 
moved  to  take  control  of  70%  of  the 
startup,  recalls  board  member  James 
Schrager,  a  senior  lecturer  at  the  Uni- 


Averting  VC  Divorce 

How  to  anticipate  and  defuse  potential 
tensions  with  a  venture  partner 

AT  THE  START  Check  references  and  reputations  of  ven- 
ture firms.  Establish  clearly  what  management  role  the 
financiers  expect  to  take.  Invite  outsiders,  with  no  ties  to 
the  company  or  the  venture  capitalists,  to  sit  on  the  board. 

AFTER  STARTUP  Spend  conservatively  and  control 
overhead.  Make  sure  venture  partners  stay  informed  of 
progress — or  glitches.  Think  early  on  about  bringing  in 
professional  managers,  or  recognize  that  the  venture 
firm  may  do  that  for  you. 

NEW  CAPITAL  Alert  venture  partners  early  if  the 
company  requires  more  financing,  and  prepare  to  see 
your  ownership  stake  cut.  To  minimize  dilution,  seek 
stock  options  or  a  performance-based  compensation  plan, 

EXIT  Agree  at  the  beginning  on  a  timetable  and  path  to 
a  sale.  If  the  company  is  to  be  auctioned  off,  seek  bid- 
ding rights  for  management.  In  a  public  sale,  negotiate 
equity  performance  awards  to  maintain  your  stake. 

DATA:  BUSINESS  WEEK 


versify  of  Chicago's  Graduate 
School  of  Business. 

But  clearly,  something  had 
to  change.  After  $8  million  in 
research-and-development 
spending  on  a  new  catheter, 
market  demand  had  shifted, 
leaving  the  original  product 
outdated.  "He  was  a  bright 
scientist,"  Schrager  says.  "So 
I  calmly  told  him  he  could 
have  100%  of  nothing,  and 
this  will  die,  or  15%  of  a  com- 
pany that  will  be  worth  eight 
figures."  Within  weeks,  the 
founder  had  left  the  company 
with  his  15%'.  Four  years  af- 
ter going  public,  Schrager 
says,  the  company  is  worth 
.$150  million. 

Such  forced  resolutions  can 
tui-n  potential  disasters  into 
hits  before  personal  disputes 
ravage  the  business.  But  it's 
the  founder  who  often  feels 
short-changed.  Steven  Quay  tmned  to  a 
blue-chip  gi'oup  of  Silicon  Valley  ven- 
ture firms  to  back  his  drug  startup, 
Salutar  Inc.,  in  the  mid-1980s,  getting 
40%  of  the  equity  in  the  $600,000  fii-st 
round.  As  the  clinical-trial  process  ate 
up  eai"ly  funding.  Quay  retmiied  for  two 
more  rounds,  worth  $7.1  million — but 
saw  his  interest  dwindle  to  15%. 
RELUCTANT  SALE.  Quay's  loss  of  control 
grated  on  him.  Meantime,  his  backers, 
seeking  more  seasoned  management, 
brought  in  a  new  ceo,  who  began 
spending  heavily  on  a  large  building 
and  dozens  of  new  employees.  By  the 
time  Salutar  was  ready  to  go  to  market 
with  its  first  di'ug,  the  company  needed 
an  additional  $20  miUion — and 
its  backers  were  looking  for 
a  way  out.  Quay  says  he  re- 
luctantly agi'eecl  to  a  sale  in 
1990  to  Norway's  Hafslund 
Nycomed  for  $55  million.  He 
left  bitter,  a  year  later,  con- 
vinced that  more  patient  in- 
vestors could  have  reaped  far 
higher  returns  in  a  year.  But 
he  also  pocketed  $7.5  million. 

The  ride  could  have  been 
smoother  if  Quay  and  his  in- 
vestors had  agi'eed  at  the  be- 
ginning on  a  strategy  and 
timetable  for  selling  the  com- 
pany. But  even  such  foresight 
won't  defuse  every  problem. 
Entrepreneurs  and  their  fi- 
nancial backers  necessarily 
have  their  own  interests  to 
protect.  Better  to  plan  instead 
foi-  the  eventuality  of  discord. 

By  Richard  A.  Melcher, 
with  Ann  Therese  Palmer  in 
Chicago  and  Gregory  Sandler 
in  NoHhampton,  Mass. 
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A  STOCK  EXCHANGE 
IN  CYBERSPACE? 

Microbrewer  Andrew  Klein  talks  about  his  maxi  ambitions 


Too  tiny  to  tempt  Wall  Street  and 
too  tenacious  to  surrender  to  ven- 
ture capitalists,  Andrew  Klein 
turned  to — where  else? — cyberspace. 
In  March,  his  Manhattan  microbrewerij. 
Spring  Street  Brewing  Co.,  completed 
the  first-ever  online  public  offering,  ra  is- 
ing $1.6  million.  Now,  Klein  is  forming 
Wit  Capital  Corp. — 'named  for  the  Wit 
Beer  he  bi-ews — an  investment  bank  and 
World  Wide  Web-based  stock  exchange. 
Klein  talked,  with  Small  Busimss  Editor 
I.  .Jeanne  Dngan. 

Q:  Spring  Street  began  in  1992  with 
$■500,000  raised  through  private  place- 
ment. How  did  you  get  from  there  to 
$1.6  million? 

A:  Like  most  small  businesses,  I  start- 


ed by  getting  $5,000  or  $10,000  from 
former  colleagues,  friends,  friends  of 
fi'iends.  Then  I  needed  more.  You  can't 
go  to  accjuaintances  and  get  $3  million. 
You  can't  get  Goldman  Sachs  to  do 
a  public  offering  of  a  company  that's 
only  got  $400,000  in  ,nteRNET 

sales.     Ihey  wont   

touch  you.  So  what's  left  are  the  ven- 
ture capitalists.  And  they  know  it. 

Q:  Did  you  consider  that  route? 
A:  Yes.  For  six  months,  I  talked  to  all 
the  big  ventiu'e-capital  firms.  Eveiybody 
wants  you  to  come  to  tlrree  meetings, 
prepare  fom'  sets  of  projections,  seven 
different  business  plans.  And  then,  the 
offers  start  coming  in.  It  would  be  kind 
to  characterize  them  as  harsh. 


FROTHY  ililt  was  a  bit 
funny  that  a  guy  from 
Iceland  would  want 
0  pay  $277.50  for 
tock  in  a  beer  he'd 
never  tasted,  but  this 
was  the  Internet f f 

Q:  What  was  the  alternative? 
A:  Even  before  we  had  the  idea  to  use 
the  Internet,  I  made  the  decision  to 
try  to  market  our  stock  to  beer  enthu 
siasts.  I  thought  if  we  wound  up  with 
thousands  of  stockholders  who  owned 
little  piece  of  our  beer  company,  they 
wouldn't  cause  me  headaches  and 
would  help  me  market  the  beer, 
looked  at  some  prospectuses  from  oth 
er  beer  companies.  I  had  the  advan 
tage  of  being  a  law;'/er  and  was  able  t' 
write  my  own  offering  and  file  it  with 
state  regulators  and  the  Securities  & 
Exchange  Commission.  I  got  clearanc 
in  about  eight  weeks. 

Q:  But  how  did  you  reach  investcn's? 
A:  I  got  the  idea  ft'om  Ben  &  JeiTy's 
beUeve  it  or  not.  Back  in  the  late  1970s 
when  they  were  a  tiny  Httle  ice-crean^ 
company,  they  advertised  their  stock  or 
the  back  of  their  ice-cream  containers 
So  we  put  little  notices  in  om-  six-packs 
and  posters  in  bars  and  restaurants  of 
fering  a  highly  illiquid,  highly  riskj 
stock,  but  one  that  offered  long-tern 
real  gi'owth  potential.  The  minimum  in 
vestment  was  just  150  shares  at 
each. 

Q:  How  did  you  end  up  on  the  Internet: 
A:  It  was  really  as  simple  as  waking 
up  one  morning  and  thinking:  Why  no 
also  sell  it  on  the  Internet?  You  have  t( 
live  under  a  rock  not  to  know  that  th( 
FINANCE      Internet  is  a  powerfu 

  tool.  So  I  had  a  Wei 

page  designed  and  put  up  our  prospec 
tus.  I  took  out  ads,  sent  notices  to  Wei 
catalogers,  and  got  a  lot  of  medi; 
attention. 

Q:  Who  responded? 
A:  Largely  beer  enthusiasts.  I  had 
few  people  from  far  away — South  Afric; 
Iceland,  the  Fai-  East.  It  was  a  bit  funn^ 
that  a  guy  from  Iceland  would  want  t( 
pay  $277.50  for  stock  in  a  beer  he'd  nev 
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"Virtual  Vineyards  is  a  direct  marketer  of  premium  wines  and 
gourmet  foods.  We  do  everything  over  the  Internet.  Orders  are 
placed  by  consumers  directly  through  our  Web  site,  and 
many  of  our  internal  corporate  functions  operate  over  ihe  Net 
brovvserbased  applications.  This  is  a  company 
where  on-line  connectivity  is  everything. 

Even  though  we've  only  been  in  business  since 

ROBERT  OLSON, 

IDENT,  VIRTUAL  VINEYARDS 
RGRANOFF, 

PRESIDENT,  CHIEF  CORK  DORK 


DMARKEnNGWINE 
ON  IHE  WEB,  OUR  REVENUES  HAVE  BEEN 
INCREASING  30%  A  MONIH." 


ihe  end  of  January  '95,  we're 
already  servicing  thousands  of 
customers  ail  over  the  world. 
This  company  couldn't  have 
happened  before  the  Internet. 
The  Internet  breaks  the  hoW 
geography  has  on  distribution. 

We  started  out  with  a  local 
Internet  servke  provkler,  but  they 
couUn't  keep  up  with  us.  We're 
a  24-hour,  7-day-a-week  busi- 
ness. If  our  lines  are  down, 
we're  not  taking  orders,  which 
means  we're  not  doing  business. 


We  decided  to  look  for  another 
provider  and  found  PSINet®. 
Not  only  ore  they  head  and 
shoulders  above  the  rest  in  technology  and 
service,  the/re  also  very  price  competitive. 

And  when  PSINet  loU  me  about  their  InterMAN  service,  all 
I  could  think  was,  this  is  a  perfect  fit  for  my  needs.  InterMAN' 
versatility  meant  our  Internet  service  couU  grow  as  we  grew 

We  can  count  on  PSINet  to  be  there  for  us  anytime  of  the 
day  or  night.  The/re  a  service  business  that  never  sleeps 
Which  means,  I  can." 


Psi^et 

YOURINTERNETBUSINESSPARTNER 
Ready  to  get  connected?  Give  PSINet  a  coll  tpday.  1  -800-827-7482,  Dept.  1 1 3.  Or  visit  our  Web  sitd 


Virtual  Vineyards  can  be  found  at  www.virtualvin.com. 
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er  tasted,  but  this  was  the  Internet. 

Q:  Whai  ims  the  biggest  problem? 
A:  Ironically,  a  lot  of  people  who  wanted 
to  invest  didn't  know  anything  about  the 
Internet.  So  they  called.  We  got  so  many 
phone  calls  that  at  certain  points,  we 
couldn't  handle  it.  In  just  a  few  days, 
we  got  6,000  or  7,000  calls,  and  there 
were  only  thi'ee  of  us.  We  had  one  per- 
son doing  nothing  but  emptying  the 
voice-mailbox,  which  held  50  mes- 
sages, and  still,  it  kept  ovei'flo\\ing. 

Q:  Hoiv  did  you  sell  your  shares? 
A:  We  set  up  a  database — typed 
theii-  names  in.  addi'esses.  Social  Se- 
cuiity  numbei-s.  phone  numbei-s.  the 
number  of  shares  they  wanted — 
pushed  buttons  and  printed  stock 
certificates.  When  people  sent  us  a 
check,  we  sent  them  the  stock. 

Q:  When  your  stock  began  publicly 
trading  after  the  initial  public 
offering,  what  was  the  clearing  ■. 
niechanism? 

A:  We  had  buyers  send  the  money  to 
us.  We  deposited  the  check.  The  sellers 
sent  the  stock  certificate  to  the  company. 
When  the  check  cleared  the  bank,  we 
would  send  the  money  to  the  seller  and 
the  new  stock  certificate  to  the  buyer, 
and  protect  eveiyone.  But  the  sec  asked 
us  to  hii'e  a  bank  to  act  as  the  escrow 
agent.  Until  we  do  that,  the  public  quo- 
tation of  the  stock  and  the  Internet  trad- 
ing are  suspended.  We're  projecting  now 
it'U  be  back  online  bv  Mav. 


Roundtable 


Q:  Meanwhile,  you  plan  to  apply  to  Uie 
SEC  and  state  regulators  to  become  a 
broker-dealer  and  a  stock  exchange? 
A:  Yes.  We  want  to  create  an  Internet- 
based  stock  exchange  where  companies 
can  list  theii'  stocks  and  investors  can 
buy  without  a  broker.  Our  computer  wiU 
match  the  best  order  to  buy  with  the 
best  order  to  sell.  Thej'Tl  be  taken  out  of 
the  system  and  taken  to  the  back  office 
for  closing.  The  system  will  then  auto- 


END  RUN 


matically  update  the  digital  equivalent 
of  the  ticker  tape.  We're  talking  about 
using  the  Internet  to  cut  out  not  only  the 
brokerage  commimity  but  the  New  York 
Stock  Exchange  and  xasd.aq  as  well. 

Q:  But  you'll  hare  fees,  won't  you? 
A:  We  won't  charge  any  fees  or  com- 
missions to  the  pei"sons  who  ai-e  trading. 
AH  of  om*  revenue  will  be  derived  from 
fees  and  commissions  fi-om  companies 
who  use  otu"  services  to  raise  capital. 


come  tu  the  public,  and  tlieii  ultimately 
list  then-  stock  on  oiu-  exchange.  They* 
be  in  hne  with  traditional  investment 
banking  fees. 

Q:  Cant  a  company  just  set  up  its  mm 
■Web  page  and  post  its  omi  prospectus? 
A:  Anybody  can  do  what  Spiing  Street 
did.  But  then  how  do  you  biing  people  to 
yotu"  Web  site"?  Spiing  Street  was  suc- 
cessful, in  part,  because  it  was  the  fii-st. 
It's  going  to  be  veiy  hai'd  for  the 
next  company  and  the  one  after  that 
and  the  500th.We"ve  already  been 
contacted  by  more  than  600  compa- 
nies. A  lot  of  high-technologjr  com- 
panies, of  coui'se,  a  lot  of  companies 
that  ah-eady  have  some  nexus  with 
the  Internet,  ai"e  the  most  likely  can- 
didates to  be  successful  immediately, 
because  they  already  have  some 
presence  on  the  Internet. 

Q:  Critics  say  the  system  of  trading 
stocks  online  is  dangerously  sus- 
ceptible to  manipulation  and  fraud. 
A:  I  don't  think  so.  The  sec  will 
fully  regulate  our  activity  as  a  stool! 
exchange.  We  will  have  to  demonstra 
that  this  system  is  secm-e  technologi 
cally — the  same  challenge  faced  b 
banks  and  credit-card  companies  tha 
want  to  do  online  transactions.  There 
no  more  reason  to  suspect  that  ther 
will  be  fi'aud  than  in  any  other  financia 
intermediary.  The  Internet  is  the  ulti- 
mate of  public  foi-ums,  so  all  the  acti\i- 
ty  that  happens  there  is  accessible  bj 
the  SEC  and  state  regulators. 


THE  DOS  AND  DON'TS  OF  IPOs  ON  THE  WEB 


Casting  a  public  offeiing  into  cy- 
berspace doesn't  guai-antee  \irtu- 
al  success.  Here  ai'e  some  points 
to  keep  in  mind  when  you're  consider- 
ing raising  cash  on  the  Internet. 

Pi-epai'e  a  prospectus.  This  means 
hhing  a  lawyer  and  an  accountant  and 
applying  to  the  Secmities  &  Ex- 
change Commission  and  each  state 
where  yoiu*  shai'es  wiU  be  sold  to  the 
public.  "The  same  rtiles  apply  to  In- 
ternet offeiings  as  to  those  on  Wall 
Street,"'  says  Brian  Lane,  dii'ector  of 
the  SEC's  Corporate  Finance  Div.. 
w'hich  just  created  a  web  site  for  digi- 
tal IPO  aspii-ants;:  e-prospectus@sec.gov. 

Now  the  easy  pait:  Create  a  World 
Wide  Web  site.  That  can  cost  just  a  a 
few  himdi-ed  dollars  to  set  up  and 


$100  a  month  to  rim  if  you  do  it  all 
youi-self — fi'om  waiting  the  text  to 
fiunishing  the  art  and  copjing  a  pro- 
gi'am  fi'om  a  web-design  guide.  Spring 
Street  Brewing  Co.  gave  the  prospec- 
tus and  some  snappy  facts  and  photos 
about  wheat  beer  to  Inteiport  Com- 
mtmications.  The  access  pro\ider 
chai'ged  $500  to  put  the  page  on  its 
server  and  $150  a  month  to  iim  the 
site.  More  elaborate  sites,  invohing 
ad  agencies  and  vast  disk  space,  could 
cost  Si  million  to  get  up  and  ranning 
and  hundreds  more  eveiy  month. 
SWAP  MEET.  The  site  should  prompt 
prospective  investoi^s  for  theii'  names, 
addi'esses,  Social  Security  numbei-s, 
phone  numbei"s.  and  the  number  of 
shai'es  sought.  The  data  will  be  stored 


on  the  access  pro\ider's  seiver.  The 
investor  mails  a  check  to  you.  and  af- 
ter it  cleai's,  send  the  stock  along. 

But  don't  assume  investoi-s  will  find 
you.  Getting  them  to  the  site  is  the 
hardest  part.  Here  ai'e  some  tips  fi'om 
Spring  Street  Brewing  Co.  Pi'esident 
Ajidi'ew  Klein:  Alert  Web  search  en- 
gines such  as  Yahoo  I  and  computer 
magazines.  Set  up  a  reciprocal  link 
with  a  related  Web  site.  Also,  adver- 
tise in  a  newspaper.  "Do  what  you'd  ' 
do  if  you  were  selling  amthing,"  .says 
Bi-uce  Straelczyk.  a  New  York-based 
accountant  with  Internet-related 
clients.  In  cybei'space,  as  in  the  real 
world,  you  have  to  hustle  to  get  peo- 
ple to  your  door.  I 
By  I.  Jeanne  Dugan  in  New  York 
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Measuring  up.  with  Dod^e  Ram  Van.  you  ^et  lo  select 
anionti  three  body  lengths.  Not  only  that.  Ram  Van's  ma.ximum 
pay  load  is  an  impressive  4,270  lbs. 


^  ,  ur 

,  customs 
base 


More  hard- 
working power. 

Ram  Van's  3. 9L 
Maf^niim'"  V-6  engine 
)fives  you  1 75  horse- 
power. What 's  more, 
rwo  Magnum  V-Ss  are 
available-a  220-horse- 
power5.2L.  with  295 
lb/ft  of  torque,  and  a  230- 
horsepower  5. 9L.  with 
330  lb/ft  of  torque. 


Standard 
driver  airbag. 

Dodge  is  the  only  full 
line  truck  manufacturer 
to  put  a  .standard  driver 
airbag  in  every  .single 


truck  it  builds.  So  of 
course,  Dodge  Ram 
Van  comes  with  erne. 


Standard  anti-lock  brakes.  To  help  you  get  to  work  safelv.  Ram  Vans  feature 
standard  rear-wheel  or  available  fnir-wheel  anti-lock  brakes. 

We  stand  behind  our  work.  Ram  Vcm  is  backed  by  our  Customer  One  Care  " 
3-year  or  36.000-iinle  bumper-to-bumper  warranty  and  3/36  Roadside  Assistance.  There 's  a 
7-vear/lOO.OOO-niile  outer  body  rust-through  warranty,  too* 

Solid  value.  Your  Dodge  dealer  offers  a  Ram  Van  Tradesman  Package  that  includes 
niaiix  of  the  options  \ou  look  for  in  a  work  van.  For  the  name  ofycmr  nearest  dealer,  or  for 
inforuuuion  on  commercial  buyer  incentives,  call  I-HIIO-WORK  RAM. 

• Always  wear  your  seat  belt  for  a  fully 
effective  airbag, 
'See  limited  warranties  and  restnctions 
at  your  dealer  Excludes  normal 
maintenance  &  wear  items. 


America's  Truck  Stop  \^^\  The  New  Dodge 
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TOP  DOG 

IN  TOP-SECRET  TRASH 

Barry  Grahek  is  mining  a  boutique  niche  in  high-security  recychng 

Concerned  about  possible 
leaks  to  rivals,  Compaq 
Comi3uter  Corp.  decided 
last  year  to  have  a  secu- 
rity consultant  check  for  chinks 
in  its  armor.  He  cjuickly  spot- 
ted a  dangerous  weakness:  used 
pajjer.  He  urged  the  company 
to  tighten  its  controls  over  pa- 
per flow  fi'om  a  document's  cre- 
ation to  its  disposal.  And  to  han- 
dle the  key,  final  phase,  the 
consultant  recommended  Slii'ed- 
All  Document  Processing. 

Barry  .J.  Grahek  founded 
Shred-All  in  Jacksonville,  Fla., 
just  seven  years  ago.  Today, 
the  30-year-old  entrepreneiu-  is 
fielding  calls  from  nervous  ex- 
ecutives around  the  country, 
worried  that  corporate  spies 
may  be  sifting  through  their 
comi)any  dumpsters. 
UNMARKED  TRUCKS.  Giahek's 
joumey  fi'om  trash  to  cash  be- 
gan with  a  single  tinck  and  two 
used  shredding  machines  he 


bought  at  auction  for  $14,000 
money  raised  by  maxing  out 
five  pei'sonal  credit  cai'ds.  Since 
then,  he  has  sliced  and  chopped 
enough  secui'ity-sensitive  stuff 
— including  tires  and  contact 
lenses — to  build  Slired-All  into  a 
$10  million  company  doing  busi- 
ness in  17  states.  He  plans  to  be  GRAHEK  FOUNDED  SHRED-ALL— A  $10  MILLION  BUSINESS— WITH 
operating  nationwide  within  $14,000  RAISED  BY  MAXING  OUT  FIVE  PERSONAL  CREDIT  CARDS 
thi-ee  veai's. 


STRONG  STOMACH:  Company  shredders 
have  chewed  up  bad  contact  lenses,  disk 
drives-even  prototype  tires 


iuri 


But  secure  disposal  is  just  part  of 
his  pitch.  Grahek  has  put  it  together 
with  a  completely  neglected  niche  in 
waste  management:  companies  that 
want  t(j  ride  the  fashionable  recycling 
wave,  but  are  loath  to  let  go 
of  sensitive  material.  So  Gra- 
hek offers  bonded  workers, 


MAKING 
MARKETS 


locked  boxes  for  trashed  documents, 
unmarked  '  trucks,  and  high-security 
shredding  plants. 

Companies  have  responded.  "It's 
as  secure  as  if  Compaq  was  doing  it 
internally,"  says  Dan  T.  Swartwood, 
Compaq's  information  security  consul- 


tant. And  it's  environmentally  correct. 

Grahek  didn't  set  out  to  provide  a  se- 
cmity  sei-vice.  He  just  wanted  to  recycle. 
In  his  fir'st  job  after  college,  with  an 
electrical  engineering  firm,  he  consult- 
ed with  paper  mills  and  saw 
how  low-quality  paper  fouled 
recycling  operations.  He  hoped 


to  persuade  banks  and  insurance  com- 
panies to  part  with  tons  of  discarded 
high-quality  recyclable  paper. 

But  his  initial  pitches  fell  flat.  Compa- 
nies demanded  total  confidence  that  the 
trash  would  be  skredded.  So  he  shifted 
focus — and  got  a  jump  on  competitors. 


While  still  diivijig  the  tnack,  luiloadin 
trash,  and  shredding  paper  himself  i 
the  wee  hours,  Grahek  landed  such  bi^ 
name  clients  as  Prudential  Insuranc 
Co.  of  America  and  at&t,  which  hav 
offices  in  Jacksonville.  He  now  boasts 
long  client  list  of  top  companies  aroun 
the  country.  Many  are  fierce  compet 
tors.  While  one  nondescript  Shred-A 
truck  picks  up  carts  of  documents  froi 
First  Union's  headquarters  in  Charlotte 
N.  C,  another  may  be  right  across  th 
street  at  rival  NationsBank.  In  Hou; 
ton,  the  company  serves  neighborin 
competitors    Mobil    Oil    and  Penr 
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n  AS/400®  Advanced  Series  Solution 


and  insight  into  the 
insurance  needs  of  single- 
parent  famihes  there. 


is  using  Infinium™  software  to 
dehver  cHent/server  computing 
to  the  Roanoke  Valley 


Behind  Gene  Berry's 
uccess  in  transforming 
Shenandoah  Life 


He  was  also  the  first  to  see 
that  AS/400  Advanced  Series 
let  the  company  add  new  business 
without  adding  complexity. 


Kren  an  HO-ycdV-old  <  <jinp<iny 
h(ts  to  he  able  to  change  u  ith  the 
times.  So  to  keep  from  heing  overrun 
hy  neighboring  gidnts.  Shenandoah 
Lije  staked  out  some  neiv  territory 
of  its  oivn.  Howy  By  focusing  on  the 
insurance  needs  oj  working  women 
and  single  mothers. 

After  careful  (umlysis  they  also 
decided  on  AS/  tOO  Advanced  Series 
and  Inftnium  client/server  software 
from  Software  2l)()()/ 

II  hat  (rcne  liked  most  about 
AS/ 100  Advanced  Series  was  that 
everything  he  needed  -  operating 
system,  communications  and  security  - 
was  all  there,  in  one  flexible, 
integrated  package.  And  at  a  real 
savings  over  his  f>revious  .system. 

In  Software  2000  he  also  found 
the  financial  tools  to  keep  his  business 
growing,  ivith  softiviwe  that  could 
manage  the  entire  operation  -  from 
general  ledger  to  accounts  payable 
to  purchasing.  So  he  could  provide 
belter  servifc  to  all  his  clients,  both 
young  and  old.  alike. 

To  find  out  more  about  Innv 
Infmium*  software  on  AS/ WO  Advanced 
Series  can  improve  the  (fuidity  of 
life  in  your  company,  call  us  at 
I  HOO  lliM-3:m,  e.xt.  BAOl  l. 


Solutions  for  a  small  planet" 
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zoil.  Shred- All  works  for  IBM  and  Com- 
paq, and  for  AT&T  and  its  nemesis,  MCi. 

Demand  is  soaring  in  this  industry 
of  small  businesses,  propelled  in  part 
by  government  recycling  mandates.  "It 
has  been  a  clandestine  niche,"  said 
Daniel  T.  Sandoval,  editoi'  of  Fibre  Mar- 
ket Neivs,  which  tracks  the  paper  in- 
dustry. (So  clandestine,  in  fact,  that 
state  authorities  allow  Grahek's  trucks 
to  forgo  the  normally  required  identify- 
ing signs.)  "It's  a  really  fast-gTowth  area 
as  more  offices  get  into  i-ecycling." 

But  Shred-All  chews  up  more  than 
documents.  Its  shredders'  mastications 
include  a  range  of  research-and-devel- 
opment  junk  imbued  with  proprietary 
information.  Among  these:  prototype 
4-ply,  steel-belted  race-car  tires  that 
Michelin  doesn't  want  comjjetitors  to  get 
an  early  look  at;  bad  batches  of  contact 
lenses;  disk  chives;  and  computer  boai'ds. 

Grahek's  competitors  generally  are 
small  shops  that  cover  limited  areas. 
Grahek,  by  contrast,  signs  on  giant  en- 
terprises by  offering  to  handle  all  their 
branches  in  states  it  serves. 


Companies 


The  one  serious  competitor  is  Toron- 
to-based Pro-Shred,  which  operates  15 
tiTJcks  in  the  U.  S.  Each  canies  a  shred- 
der, and  Pro-Shred's  specialty  is  to  de- 
stroy materials  right  in  the  customer's 
parking  lot,  according  to  President  Sean 
O'Dea.  He  says  this  year's  U.  S.  rev- 
enues are  likely  to  hit  $4  million. 

So  why  aren't  the  big  waste-disposal 

PRICE  CHOPPER:  Clients 
pay  about  a  third  the  cost 
of  shredding  in-house 


companies,  such  as  Browning-Ferris 
Industiies  Inc.,  teaiing  into  the  seciu'e 
recycling  business?  BFI  experimented 
with  it  several  years  ago  but  pulled 
out  after  I'ealizing  its  strength  was 
in  volume,  not  boutique  services,  says 
spokesman  Peter  G.  Block.  The  company 
now  pi'ovides  high-seciuity  document  de- 
stiuction  only  in  a  few  markets,  upon 


I 


request  by  customers.  Forest  product 
giant  Weyerhaeuser  Co.  offers  secui'e  of 
fice-paper  collection  and  sbredding,  bu 
only  in  areas  like  Wicliita,  Kan.,  wheri 
the  company  can  use  the  product  in  it 
own  plants. 

Shi-ed-All,  by  contrast,  can  respond  t 
the  whims  of  its  clients.  For  instance 
the  company  isolated  shredded  office 
paper  from  First  Unioi 
so  the  bank  corpora 
tion's  annual  report  cai  J 
be  produced  using  it 
own  recycled  paper. 

Weighing  most  heavj  s[ 
ily  in  Shred-All's  favoij 
though,  is  cost.  Th 
company  offers  shred 
ding  at  about  a  third  the  cost  of  shred  } 
ding  in-house.  In  addition,  customer 
may  get  money  back  when  Grahek  sell 
their  paper.  In  that  case,  everyon 
comes  out  ahead. 

Perhaps  it's  time  to  update  an  ol 
adage:  One  man's  trash  is  another 
niche  market. 

By  Jane  Tanner  in  Jacksonville,  Flc 


THE  AUDITOR  IN  YOUR  DUMPSTER 


James  H.  Fitzgerald,  a  three-time 
entrepi'eneurial  failure,  finally 
found  his  calling  in  the  worst 
room  in  Manhattan's  elegant  Omni 
Berkshire  Place.  He  was  hired  to 
comb  the  garbage  room  for  proof 
the  hotel  was  paying  for  pickups  of 
phantom  trash.  It  was.  "Our  carter 
was  taking  us  to  the  cleaners," 
says  Howard  Halverson,  head  of 
housekeeping. 

The  next  step  was  either  heroic 
or  naive  in  a  city  where  prosecutors 
say  the  mob  controlled  the  carting 
industry.  Fitzgerald,  a  fresh  New 
York  University  gi-aduate,  persuad- 
ed the  hauler  to  cut  the  $139,000 
bill  in  half. 

LONG  HAUL.  The  success  in  1991 
was  a  springboai'd  into  dozens  of 
other  dumpsters  from  a  Bronx  vari- 
ety store  to  White  Castle  restau- 
rants in  Chicago,  cutting  bills  by 
millions.  With  a  typical  fee  of  33% 
of  the  gap  between  the  old  and 
new  bills  for  one  to  three  years,  it's 
no  wonder  why,  at  31,  he  wears 
sleek  suits  and  houses  two  employ- 
ees high  above  Gucci  on  Fifth  Av- 
enue. His  trash  auditing  company, 
Envirotron,  expects  to  double  its 


revenues  this  year,  to  $1  million.  Al- 
though much  of  that  is  hauling  fees 
passed  from  clients  to  carters, 
Fitzgerald  still  pockets  a  six-digit 
salary. 


FITZGERALD:  "/V/  call  companies  and 
tliey'd  say,  'Are  you  crazy?'  " 

But  it  has  been  a  long  haul — and 
not  for  lack  of  a  market:  250,000  city 
businesses  pay  among  the  highest  rates 
anywhere,  totahng  more  than  $1  bil- 
lion a  year  Although  what  Fitzgerald 
calls  "waste  accountants"  have  helped 


level  costs  nationwide  for  a  decade, 
only  three  ai'e  located  in  the  city. 

The  problem  was  fear.  "I'd  call 
companies,  and  they'd  say,  'Are  you 
crazy?' "  He  caught  the  drift  when  a 
burly  man  stopped  him  on  his  way 
out  of  a  new  client  and  snarled: 
"I'd  hate  to  see  you  in  the  back  of 
a  garbage  tnick." 

Change  began  in  1994,  when 
Browning-Ferris  brought  competi- 
tion to  New  York.  Then,  last  sum- 
mer, state  prosecutor-s  indicted  23 
haulers  for  overcharging  hundreds 
of  rniUions  of  dollars  annually. 
Companies,  emboldened  and  angry, 
called  in  the  trash  pohce  to  weigh 
bids.  "The  fear  factor  plunged," 
says  .Jennifer  Kohn,  director  of 
consumer  advocacy  for  the  city's 
elected  watchdog.  So  did  piices. 

If  the  indictments  unravel,  Kohn 
says,  "the  fear  factor  will  shoot 
right  back  up."  Which  is  why 
Fitzgerald  follows  his  favorite  en- 
trepreneurial tenet  and  keeps  his 
feet  on  the  gi'ound,  well  aware  that 
this  venture  could  land  where  his 
other  three  ended  up  and  this  one 
began:  in  the  dumpster. 

By  L  Jeanne  Dugan  in  New  York 
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CHOOSING  THE  RIGHT 
RETHtEMENT  PLAN 
STARTS  WITH  CHOOSING 
T.  HOWE  PRICE 

Entrepreneurs  and  sole  proprietors  have 
special  needs  when  it  comes  to  retirement 
planning.  And  running  a  business  proba- 
bly doesn't  leave  you  the  time  to  research 
your  options  as  thoroughly  as  you  iTiight 
Uke.  T.  Rowe  Price  can  help. 

We  can  help  you  make  the  right  choice. 

Our  retirement  specialists  can  help  you 
choose  the  plan  that's  best  suited  for  your 
business  and  your  long-term  retirement 
goals.  We  can  help  you  select  a  tax- 
advantaged  plan  that  will  work  for  you 
today  while  building  a  successful  retire- 
ment for  you  tomorrow. 

T.  Rowe  Price  was  a  pioneer  in  offering 
retirement  plans,  and  we  continue  to  be 
a  leader  today.  We  currently  manage  over 
$28  billion  in  retirement  plan  assets  for 
some  of  America's  largest — and  smallest — 
corporations.  A  single  toll-free  call  puts 
you  in  touch  with  an  impressive  range  of 
investment  options  from  our  fainily  of 
100%  no-load  mutual  funds. 

Put  our  retirement  expertise  to  work  for  you.  Respond  today.  Take  the  next  step 

toward  findmg  the  retn-emcnt  solution  that's  right  for  you  and  your  business.  Our  retirement 
specialists  are  available  to  answer  your  questions.  Request  a  prospectus  with  more  com- 
plete information,  including  management  fees  and  other  charges  and  expenses.  Read  it 
carefully  before  you  invest  or  send  money. 


T.  Rowe  Price  SEP-IRA  is  inexpensive 
and  easy  to  set  up  and  maintain.  No 
IRS  filing  is  required,  and  you  can  make 
tax-deductible  contributions  of  up  to 
15%  of  your  compensation  or  $22,500, 
whichever  is  lower.* 

T.  Rowe  Price  SimpiiKed  Keogh® 

allows  you  to  maximize  your  contribu- 
tions. You  may  be  able  to  contribute 
as  much  as  25%  of  your  compensation 
or  $30,000,  whichever  is  lower.* 

T.  Rowe  Price  40l(k)  Century  Plan® 

is  a  cost-effective  way  to  provide  today's 
most  popular  retirement  plan  to  your 
employees.  This  plan,  like  our  SEP-IRA 
and  Simplified  Keogh,  gives  you  access 
to  one  of  the  nation's  largest  families  of 
no-load  mutual  funds. 


Call  1-800-831-1423 

or  complete  and  mail  the  reply  card  provided. 


Invest  With  Confidence  ' 

T.RoweR'ice 


ItT  ClirilMlI 

ta\  \.\\\.  tiR'  III 

axinuim  uniDiml  cil  (.oiiip 

rnsalldii  that  can  hv  iisi-d  in  ilclci 

niinin,!^  amlrihntions  is  $15(),()()().  T.  Rowe  I'ritt'  Investment  Services,  Inc.,  Distributor. 
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LANG  TURNED  A  $25,000 
INVESTMENT  INTO  A 


THIS  WOMAN'S  PLACE 
IS  IN  THE  HANGAR 

Linda  Lang  has  cai^ved  out  her  territory  in  a  previously  all-male  preserve:  Chopper  repau 


Linda  Lang's  life  stoiy  unrolls  like 
the  lyrics  of  a  countiy  &  western 
ballad:  Her  heart  has  been  bro- 
ken, and  plenty  of  times  she  has 
barely  made  tlie  rent.  But  two  divorces, 
a  busted  business  venture,  and  a  ner- 
vous breakdown  didn't  FRESH 

destroy  her  spirit.  In-   

stead,  Lang  has  found  riches  in  a  pre- 
viously all-male  domain. 

Her  gold' mine:  the  helicopter-repair 
industry,  where  she  has  built  a  booming 
business  in  less  than  three  years.  In 
1993, ,  Lang  founded  Arizona  Rotocraft 
Inc.,  a  helicopter  engine  repair  shop, 
with  $25,000.  It's  now  a  $6  million  com- 


pany, and  she  predicts  revenues  will 
double  to  $12  milhon  in  1996.  The  com- 
pany's Mesa,  Ai-iz.  facilities  are  bustling 
as  worker's  throw  up  walls  and  move  in 
tooling  and  parts.  For  now,  ARi's  21  em- 
ployees shai'e  offices  at  headquarters,  a 
^-p^pyg        converted  hangar  at  Fal- 

  con  Field  Airport. 

Lang's  quick  success — customers  in- 
clude McDonnell  Douglas  Corp.,  Al- 
liedSignal  Inc.,  and  the  Indiana  State 
Police — is  stirring  envy  among  heli- 
copter-repair dealers.  "Last  year  she 
was  a  novelty,"  says  industry  consul- 
tant Bill  White.  "This  year  she's  making 
everyone  in  the  industi-v  wince." 


How  did  a  grandmother  with  no  ex- 
perience in  aerospace  subcontracting 
break  into  this  all-male  club?  Credit 
Lang's  natural  business  smarts,  hei 
doggedness,  and  great  timing. 

As  i-ecently  as  1992,  Lang,  49,  was  a1 
rock  bottom.  Wlien  her  second  maniagf 
fell  apart  in  the  late  1980s,  so  did  the 
concrete  business  she  had  started  with 
her  husband.  To  partly  pay  off  credi 
tors,  Lang  chose  to  liquidate,  not  de- 
clare  bankruptcy.  Then,  a  court  battk 
over  a  contracting  deal  won  her  enougl 
money  to  pay  off  the  rest  of  her  debts 
But  by  then  she  had  suffered  a  ner- 
vous bi-eakdown.  After  a  brief  hospital- 


ENT  16  BUSINESS  WEEK  /  ENTERPRISE 


A  flood  isn^t  the  worst  thing  that 
can  happen  to  you. 


Not  heing  insured  for  one  is. 


A  flood  moves  with  frightening 
speed,  hi  minutes,  a  flood  can  wash 
away  everything  you  and  your  family 
have  spent  a  lifetime  building. 

But  often  the  worst  isn't  the  flood. 
It's  finding  out,  too  late,  that  you're 
not  covered  for  flood  damage. 

YouVe  probably  not  covered. 

The  truth  is,  90%  of  all  natural 
disasters  in  this  country  involve 
floods.  Yet,  as  many  find  out  too 
late,  most  homeowner's  insurance 
policies  don't  cover  flood  damage. 

Everyone  mns  the  risk  of  being  a 
flood  victim,  hi  fact,  between  25% 


and  30%  of  flood  insurance  claims 
come  from  "low  risk"  areas.  It  could 
happen  to  you. 

Givejourseif  peace  of  mind. 

Fortunately,  now  you  can  protect 
your  home  and  property  with  flood 
insurance  from  the  National  ¥\ood 
Insurance  Program. 

Return  the  coupon  or  call  your 
insurance  company,  agent  or  this  toll- 
free  number:  1-800-611-6123,  exten- 
sion 619.  Act  now,  since  it  takes  30 
days  before  your  coverage  begins. 
Because  with  floods,  you  can  never 
say  never. 


1-800-611-6123  cx,  619 

Please  send  me  information  about  NFIP. 

MAIL  TO:  FEMA/MSC,  PO  BOX  10  58, 
JESSLIP,  MD  20797-9408 
t)tt  you  havf  an  insurancf  agent  or  company?  VfN  ^  No 'J 
If  \L's,  who  is  >our  insurance  agent  and  or  company? 


Your  Name_ 


Addr 


Cit\ 


Slate 


_Tel,(  _ 


ISil^  S  5  * 

National  Flood  Insurance  Program 

AdmimsleTed  hy  TEMA 


^^^"^  We  can't  replace 


your  memories,  but  we  can  help  you  build  new  ones,  ^j^mi 

NFIP,  500  C  Street  SW,  WasliingtDn,  D.C.  20472  ;*  TDD  #1-800427-5593  '*  http:  // www.fema.gov     FEM  A 
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People 


ization,  she  says,  "I  liid  for  thi'ee  years." 

Gradually,  she  j^ulled  out  of  her  slump 
and  began  selling  insurance  part-time. 
But  her  lack  of  a  degi*ee  made  finding  a 
good  job  hartl.  By  late  1992,  out  of  mon- 
ey and  leads,  Lang  was  planning  to  move 
back  to  her  hometown  in  Colorado  when 
her  22-year-old  son,  Brett,  proposed  a 
new  career.  Brett,  an  apprentice  heli- 
copter repairman  at  a  local  shop,  had 
heard  that  Piyder-Aviall,  Inc.,  a  large, 
Dallas-based  aii-ci-aft-repaii-  company,  was 
pulling  out  of  Phoenix.  Figiu-ing  lots  of 
choppei'  work  would  be  left  beliind,  he 
suggested  they  start  a  business. 
STAR  TECH.  Lang  was  reluctant.  "Wlien 
you're  knocked  down  like  that,"  she 
says,  "it's  hard  to  stand  back  up."  But 
at  last  she  plunked  down  $25,000,  much 
of  it  bon-owed  from  fiiends,  for  the  tools 
and  inventoiy  of  a  failed  repair  shop. 
Since  she  had  no  customers,  she  started 
selling  the  inventory  to  pay  the  $3,500- 
a-month  rent.  Then,  knowing  that  cus- 
tomers often  choose  a  repair  shop  be- 
cause of  a  particular  mechanic,  slic 
began  wooing  Kurt 
Yackey,  Ryder- 
Aviall's  star  tech- 
nician. Even 
though  he  had 
been  offered  a 
raise  to  relocate, 
Yackey  was  won 
over  by  Lang's 
easy,  open  manner. 
"I  figm-ed  it  was  a 
nsk  worth  taking," 
he  says. 

ARi  struggled  for 
a  year  until  Lang 
learned  that  to  get 
fat  contracts,  it  would 
have  to  become  autho- 
rized by  a  big  engine 
maker.  That's  no  small  matter.  The 
largest  maker,  Allison  Engine  Co.,  has 
only  25  authorized  maintenance  centers 
worldwide.  And  once  a  shop  gets  Alli- 
son's nod,  it  must  pay  a  $500,000  fee,  in 
part  for  training  and  support. 

Lang  wasn't  fazed.  After  heai"ing  that 
Allison  was  taking  new  applications,  "I 
called  them  every  day  for  a  year,"  she 
says.  She  also  drove  across  the  Falcon 
Field  taiTOac  to  McDonnell  Douglas'  he- 
hcopter  manufacturing  plant,  an  Alhson 
customer,  and  met  with  its  liaison  to 
women  and  minority  subcontractors,  Re- 
becca McGarrah.  Lang,  McGari-ah  re- 
calls, "told  me  flat  out  she  was  going  to 
be  an  authorized  dealer,  and  we  should 
do  something  together." 

Impressed,  McGarrah  put  McDonnell 
Douglas'  weight  behind  Lang's  applica- 


tion. Good  thing.  "Wlien  I  called  Alli- 
son," McGarrah  says,  "the  feehng  was 


that  a  woman-owned  firm  was  not  ca- 
pable of  doing  the  work.  It  had  to  be  a 
white,  male-owned  company."  Allison 
executives  admit  they  were  stunned  by 
Lang's  apphcation,  but  they  point  out 
that  she  was  treated  like  everyone  else 
and,  ultimately,  got  her  franchise.  "The 
fact  is,  this  is  a  man's  business,"  says 


Ben  Doll,  a  cus- 
tomer-support manager.  "But  so  far 
the  customers  ai'e  veiy  happy  with  her." 

Getting  authorized  was  crucial  to 
Lang's  larger  plan — to  sign  up  as  many 
foiTner  Ryder-Aviall  workers  as  possible. 
In  addition  to  mechanics,  she  pursued 
the  company's  far-flung  network  of  sales- 
people. Lang  expects  to  add  at  least 
six  more  repair  workers  this  year.  And 
she  just  hired  a  former  business-devel- 
opment manage!'  for  Douglas'  helicopter 
unit  to  spearhead  a  push  into  govern- 
ment contracting.  Many  new  workers 
are  drawn  by  Lang's  vision  of  a  small 
shop  wiiere  everyone  is  on  salary  and 
family  comes  fir"st.  Explains  Lang:  "If 
you'r-e  working  on  an  engine  and  your 
kid  is  in  his  first  kinder'garten  play,  you 
are  in  jeopardy  of  being  fired  if  you 
don't  stop  work  and  go  to  the  play. 
Ther-e  ar-e  24  hours  a  day  for  doing  busi- 


ness. But  family  events  only  happen 
certain  times  in  your  fife." 

It's  all  a  long  way  from  Lang's  fir 
job.  After  mar-rying  at  18  and  havi: 
two  cliildren,  Brett  and  Sharon,  La: 
joined  a  concr-ete  company  as  a  seer 
tary — work  she  loved.  "I  came  in  at  6:1 
a.m.,"  she  says.  "By  the  time  anyone  eli 
showed  up,  the  desks  were  dusted,  tl 
pencils  shar-pened,  and  the  coffee  w; 

made."  Soon  named  c 
fice  manager,  she  starti 
tagging  along  to  her  hu 
band's  business  class- 
studying  finance  and  co 
struction  managemen 
But  when  he  could 
find  a  job  after  gr-adua 
ing,  the  maniage  ende 
They  divorced  in  1976. 

Struggling  to  rai; 
two  kids  alone,  Lar 
decided  to   start  h( 
own  concrete  compan 
In  the  early  1980s,  si 
persuaded  Jan  Murph 
a  concr-ete  superinte; 
dent  she  knew,  to  p\ 
up  $500  for  49%  of 
new     company.  SI 
would  put  up  $500,  to 
and  get  51%.  With  tl 
Southwest  boomin 
the  grandmother  Lang  and  Murphy  Ian- 
ed  road  contracts  ar 
poured  concrete  for  tl 
foundations  of  countle; 
strip  malls.  Sales  soc 
hit  $1.5  million.  Alor 
the  way,  Lang  and  Mu 
phy   discovered  the 
shared  a  passion  for  race  cars  and  beg! 
pouring  their  pr-ofits  into  a  series  of  e 
pensive  dr-agsters.  Miu'phy  was  the  m 
chanic,  Lang  the  racer-.  Sever-al  tr-ophi 
later,  the  two  mar-ried. 

The  seemingly  per-fect  par-tnersh 
soon  deterior-ated,  however-,  and  tl 
business  falter-ed.  One  mor-ning  in  198 
Lang  fu-ed  her  husband,  then  drove 
the  courthouse  and  filed  for  divorce.  SI 
tried  for  two  years  to  run  the  compar 
alone.  "It  is  the  only  time  in  my  li 
I've  ever  quit  anything,"  she  says. 

Now  all  Lang  misses  from  those  da 
is  the  r-acing — and  the  odds  are  she'll  1 
back  in  the  cockpit  soon.  Notes  Doi 
glas'  McGarr-ah:  "When  she  says  she 
going  to  do  something,  she  has  a  way 
making  it  happen."  For  now,  thoug 
Lang  is  happy  to  be  the  fir-st  one  in 
the  office  every  morning.  But  the; 
days  she  doesn't  have  to  sharpen  tl 
pencils  or  make  the  coffee 


GRANNY  PRIX 
Lang,  a  former 
racer,  still  visits 
the  track.  But 


of  four  puts 
family  first-and 
insists  workers 
do  the  same 


By  Eric  Schine  in  Mesa,  Ar> 
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Deciphering  the  easiest  way  to  networli  your 
Windows-based  PCs  wiii  require,  among  other 
things,  a  keen  sense  of  the  obvious. 

SS^^^^^M         WINDOWS  NT  SERVER  IS  THE  SIMPLEST, 


MOST  PAINLESS  WAY  FOR  SMALL  BUSINESSES 
TO  NETWORK  WINDOWS-BASED  PCS. 


Many  business  decisions  require  large  amounts  of  careful  analysis,  research,  and  brain 
power.  Others  require  considerably  less. 

Take  the  issue  of  how  to  network  your  Windows*- based  PCs:  Windows  NT"  Server 
operating  system  is  the  obvious  choice,  because  it's  Windows.  It's  so  perfect  for  growing 
companies  that  already  thousands  of  small  businesses  are  using  it. 

Why?  It  provides  safe  central  storage  of  your  files  and  runs  the  applications  that  run 
your  business.  Installation  can  take  less  than  an  hour,  and  Windows  NT  Server  is  smart 
enough  to  figure  out  what  hardware  you  already  have.  Windows  NT  Server  also  allows 
employees  working  out  of  the 
office  to  connect  to  your 
network  at  any  time,  from 
anywhere.  So  they  can  access 
information  and  files  just  like  they  were  at  their  desks.  And  with  built-in  support  for  the 
Internet,  your  company's  World  Wide  Web  page  will  be  up  and  running  in  no  time. 

In  case  you're  thinking  cost,  the  choice  is  just  as  clear.  Windows  NT  Server  costs 
one-third  less  than  NetWare?  Windows  NT  Server.  Who  says  there  are  no  easy  answers  in 
business?  For  store  locations  and  seminar  information,  call  (800)60-SOURCE,  Dept.  A025. 

Mictosott 

WHERE   DO  YOU   WANT   TO   GO  T  O  D  A  Y  '  ■ 


Windows  NT 
Server 

NetWare 

Everything  you  need  in  one  box 

■J 

no 

Familiar  Windows  environment 

v/ 

no 

Street  price  for  a  10- user  server* 

$999 

$1622 

*  Based  on  a  market  survey  of  national  resellers.  ©1996  Microsoft  Corporation.  All  rights  reserved.  Microsoft  and  Windows  are  registered  trademarks  and 
Windows  NT  and  Where  do  you  want  to  go  today?  are  trademarks  of  Microsoft  Corporation.  NetWare  is  a  registered  trademark  of  Novell,  Incorporated. 
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Technology 


A  WORLD 

OF  TALKING  HEADS? 

Lower  costs  and  more  compatibility  bring  videoconferencing  within  everyone's  reach 


For  a  peek  at  how  videoconfei'enc- 
ing  can  change  the  way  a  busi- 
ness deals  with  its  customers, 
check  out  OnLine  Capital.  To  reel 
in  boiTowei's,  the  Campbell  (Calif.)  mort- 
gage lender  has  wired  25  independent 
real  estate  offices  with  videoconferenc- 
ing gear.  OnLine  Capital  and  the  Bay 
Area  offices  it  works  with  have  in- 
stalled ProShare,  a  videoconferencing 
system  from  Intel  Corp.  that  comes 
with  a  color  camera,  circuit  boards, 
headset  mici'ophone,  and  software 
that  transforms  an  ordinary  per- 
sonal computer  into  a  picture 
phone.     Equally  important, 
ProShare  lets  users  on  both 
sides  of  the  connection  share 
live  copies  of  documents  on 
their  PCs.  The  result:  Home 
buyers  get  a  chance  at  an  in- 
stant mortgage. 

Wlien  a  prospective  borrow- 
er expresses  interest  in  a 
home,  the  realtor  can  push  the 
dial  button  on  P*i'oShai'e  to  call 
a  loan  officer  at  OnLine  Cap- 
ital. The  lender  can  eyeball 
the  client  and  display  an  on- 
screen loan  application.  Cus- 
tomers state  their  name,  ad- 
dress, income,  credit  history, 
how  much  of  a  down  payment 
they  have,  and  other  particu- 
lars. They  might  also  be  shown 
the  numbers  on  a  15-year  vs.  a  30- 
year  mortgage.  The  borrowei;  in  fact, 
can  select  among  200  different  mort- 

OMMUNICATIONS      ^^/^  products. 

  After  about  45 

ininutes,  boiTOwers  can  get  a  fonnal  ap- 
proval. "I  put  a  decision  maker  in  the 
real  estate  office,"  says  John  Hogan, 
the  president  of  OnLine  Capital.  Hogan 
admits  that  the  ProShare  picture  stut- 
ters a  bit  but  says  it  is  not  distracting 
after  a  few  seconds. 

Once  restricted  to  boardrooms  in  ma- 
jor corporations,  videoconferencing  is 
cjuickly  becoming  an  accessible  technol- 
ogy useful  to  more  modest-size  enter- 
prises. Headhunters  can  screen  candi- 
dates from  afar.  Lawyei's  can  conduct 


THE  CATCH: 

Quality.  TV  moves 
at  30  frames  per 
second,  but 
only  the  most 
expensive  systems 
can  match  that 


long-distance  depositions.  And  a  nutnbe 
of  small  businesses  are  letting  worker 
telecommute. 

Videoconferencing  can  also  give  em 
ployees,  customers,  and  suppHers  ii 
distant  outposts  the  sense  that  the; 
are  in  the  loop.  It  used  to  be  tha 
when  top  executives  at  dtm  Corp 
a  small  Austin  (Tex.)  maker  of  ma 
cliineiy  to  help  companies  produc 
a  variety  of  prototype  products 
gathered  for  the  monthly  stal 
meeting,  they  would  be  joine 
via  speakerphone  by  a  manage 
at  dtm's  sister  company  in  Diis 
seldori',  Gennany.  But  the  soun 
quality  on  the  squawk  box  ju: 
didn't  cut  it,  and  worse,  th 
overseas  colleague  couldn't  se 
the  visual  aids  staffers  broug 
to  the  meeting. 

WHY  FLY?  DTM  bought  a  coupl 
of  ProShare  units,  and  now  th 
executive  in  Gennany  feels  lik 
part  of  the  team.  ProShar 
runs  over  Mgh-speed  telephon 
lines  known  as  integi'ated  se 
vices  digital  network  (ISDN 
"To  buy  both  systems  an 
put  in  an  isdn  line  ended  u 
being  cheaper  than  flying  hi 
over  here  business  class,"  sa 
Tom  Lee,  dtm's  vice-president  fo 
marketing.  "If  we  can  save  one  trip 
year,  it  has  paid  for  itself." 

Indeed,  videoconferencing  is  gettin 
less  expensive  even  as  the  teclmology  i 
slowly  becoming  easier  to  use  and  mor 
reliable.  Group  or  custom  room-to-roor 
systems  that  connect  lots  of  people,  an 
(depending  on  price)  offer  neai-T\'  imag 
quality,  are  produced  by  the  likes  c 
PictureTel,  Compression  Laboratoriei 
Sony,  and  vtel.  They  typically  cos 
$20,000  to  $60,000,  though  custom  ir 
stallations  can  lift  the  price  as  high  a 
$150,000  or  so.  But  these  systems  ar 
giving  way  to  improved  desktop  setup 
fi-om  some  of  the  above  companies  plu 
others  such  as  Intel  and  Vivo.  The  sys 
terns  work  on  ordinary  PCs  and  cost  a 
little  as  $1,000.  According  to  Dickinso 
&  Associates  in  Cambridge,  Mass.,  P( 
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Wanted:  Small  Businesses  for  R&D  Work 


contracts  |  V  a  I U  e  d 

up  to 


$750,000 


arc  available 


Iroiii  ten  federal  agencies  including  DoD,  NASA,  the  National  Science 
Foundation  and  the  Department  of  Energy 

Small  Business  Innovation  Research  (SBIR) 
$1  Billion  Federal  Program 


Helping  Build  a  Better  Mousetrap 


SRTR: 


Government  contracts  available 
Technology  development 
Scientific  research 

Data  Rights/Patents  retained  by  small  business 
Advantage  in  the  commercial  marketplace 


SBIR 


I  The  Department  of 
Defense,  led  by  the  US 
Air  Force,  operates  the 
government's  largest 
SBIK  Program:  $500 
million. 


Winning  Profile: 

■  Majority  of  Air  Force 
awards  made  to  companies 
with  fewer  than  25  employ- 
ees. Most  go  to  businesses 
with  only  2  people. 

■  Nearly  50  percent  of  Air 
Force  SBIR  Phase  I  contracts 
won  by  small  businesses 
that  have  not  previously 
won  an  SBIR  contract. 

to  learn  more  about  what 
the  SBIR  Program  can  mean 
to  your  small,  high  tech 

business,  call  todav: 


us  Government  Offering  Opportnnities  for  Snuill  Ihisim 


FREE  BROCHURE 


from  the  US  Air  Force  ► 


(800) 690-4551 
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based  desktop  videoconferencing  via 
ISDN  accounted  for  47,100  units  shipped 
during  1995,  up  from  about  17,500  tlie 
year  before.  By  contrast,  group-confer- 
encing systems  amounted  to  just  15,145 
units  shipped  in  1995,  compared  with 
12,500  the  year  before. 

Until  the  early  1990s,  videoconfer- 
encing bi'ands  were  incapable  of  com- 
municating with  competing  systems.  But 
thanks  to  standards  devised  by  the  In- 
ternational Telecommunications  Union 
in  Switzerland  (ITU),  systems  have 
learned  to  "talk"  to  one  another.  The 
H.320  standard  covers  audio,  video,  and 
compression  features  and  lets  different 
brands  communicate  over  isdn  lines. 
That's  something  of  a  double-edged 
sword.  Depending  on  your  company's 
location,  isdn  is  expensive  and  difficult 
to  install  (BW-Jan.  29). 

Meanwhile,  coming 
soon  will  be  a  slew  of 
products  that  adhere  to 
an  emerging  standard 
known  as  H.o24,  which 
enables  videoconferenc- 
ing systems  that 


Technology 


ing  with  the  big  guys.  The  beauty  is 
that  a  desktop  system  can  talk  to  a 
gToup  system,  says  Gold.  That  means 
small  businesses  that  want  to  forge  re- 
lationships with  lai'ge  companies  can 
use  videoconferencing  to  help  them  do 
it.  Case  in  point:  Jim  Williams,  ceo  of 
Paramount  Industries,  a  Langhorne 
(Pa.)  product-development  company, 
uses  ProShai'e  to  communicate  with  ex- 
ecutives at  toy  giant  Hasbro  Inc. 
thi'ough  their  PictureTel  system.  "This 
gives  me  an  edge  up  over  someone  who 
doesn't  have  this  kind  of  communica- 
tions ability,"  says  Williams. 

BUSINESS  WEEK  uses  a  $4,300  Pic- 
tui'eTel  desktop  system  to  connect  over 
ISDN  to  the  magazine's  Washington  bu- 
reau and  other  offices  of  The  McGraw- 
Hill  Companies.  In  general,  the  speak- 
erphone  sound  seems  far  better  than 


VIDEOCONFERENCING:  SEEING  IS  BELIEVING 


THE  HIGH  END  At  $20,000  to  $60,000  for  a  typical  set-up,  group 
or  "room-to-room"  systems  are  beyond  the  reach  of  most  small  busi 
nesses.  But  they  offer  top-notch  performance.  The  $36,000-to- 
$42,000  Eclipse  Gold  from  CLI,  for  example,  can  operate  at  televi- 


Intel  and  Microsoft  Corp. — with  the 
backing  of  more  than  100  high-tecl 
companies — announced  an  "open  plat-j 
form  that  builds  on  industry  standards 
to  make  video,  voice,  and  data  commuJ 
nications  over  the  Internet  as  commonj 
place  as  a  simple  telephone  call.'' 
PORT-DEPRIVED.  However  intnguing  In| 
tei'net  videoconferencing  is,  the  qualiti 
has  a  long  way  to  go,  especially  for  com] 
panics  that  hope  to  conduct  commerca 
over  the  Woi-ld  Wide  Web.  With  the  heW 
of  an  executive  at  VDonet,  I  dovraloadeq 
and  mstalled  the  company's  prereleasq 
"beta"  software  on  a  Pentium  machine 
We  attached  a  $100  CoimectLx  black-andl 
wliite  camera  to  the  parallel  port  on  th{ 
back  of  the  PC — wluch  meant  pulling  oui 
the  cable  for  a  printer  and  scanner — anq 
used  a  simple,  late-1960s  tape-recordej 
microphone.  The  Creative  Labs  mikJ 
that  the  VDOnet  rej 
brought  proved  to  bl 
incompatible  with  th\ 
PC's  sound  card. 

Before  long,  I  wai 
part  of  a  "gee  whizl 
video  call  with  a  VDOnel 


POTS  lines  (jargon    ^Lon^quahty  30  frames  per  second.   staffer  in  Palo  Altc 


for  "plain  old  telephone 
service")  to  mesh.  Cre- 
ative Labs  Inc.,  for  in- 
stance,  sells   a  $999 
product     known  as 
ShareVision  PC3000 
that  works  over  regu- 
lar analog  phone  lines 
but  is  compatible  only 
with  other  ShareVision 
setups.  That  will  change 
when  Creative  comes 
out  with  an  H.324  upgrade  early  this 
summer.  Before  long,  analysts  expect 
such  products  to  carry  lower  price  tags 
as  well,  perhaps  in  the  $500  range. 
BUNDLE  UP.  Indeed,  Boca  Research  Inc. 
in  Boca  Raton,  Fla.,  plans  to  come  out 
with  an  H.324-compliant  videoconfer- 
encing kit  in  July  for  under  $500  list.  In 
designing  the  product,  which  will  ini- 
tially include  a  PC  add-on  board  and 
software  but  not  a  camera  or  micro- 
phone, Boca  teamed  up  with  Lucent 
Technologies,  the  new  company  created 
as  part  of  the  AT&T  restructuring,  and 
Dallas-based  MultiMedia  Access  Corp. 
Vivitar  is  also  working  on  a  low-priced 
H.324  product.  Elliot  Gold,  head  of 
TeleSpan  Publishing  Corp.,  a  market 
analyst  in  Altadena,  Calif.,  believes  that 
by  early  next  year,  if  not  sooner,  video- 
conferencing vrill  be  bundled  inside  new 
PC  or  fax-modem  offerings. 

These  new  standards  can  help  put 
diminutive  companies  on  an  equal  foot- 


MIDDLE  OF  THE  ROAD  Desktop  systems  turn  ordinary  personal 
computers  into  picture  phones  and  allow  users  to  share  and  manipu 
late  documents.  Products  such  as  ProShare  from  Intel  cost  as  little 
as  $1,000  when  purchased  with  some  ISDN  telephone  packages. 

INTRIGUING,  BUT  NOT  THERE  YET  The  Internet,  combined  with 
special  software  for  your  PC,  provides  primitive  videoconferencing 
capabilities.  The  price  is  highly  affordable:  Software  can  be  down- 
loaded free,  and  cameras  start  at  $50.  But  jerky  pictures  and  poor 
sound  make  it  impractical  for  most  business  uses. 

DATA.  BUSINESS  WEEK 

the  audio  on  regular  phone  calls.  (You 
can  pick  up  a  telephone  receiver  to  talk 
in  private.)  Meanwhile,  the  picture, 
while  not  of  TV  quality,  is  usually  sharp 
enough  to  display  all  the  visual  cues 
people  in  the  same  room  would  normal- 
ly catch.  The  lip  movement  is  in  sync 
with  the  sound.  But  like  most  desktop 
setups,  the  system  is  probably  better 
suited  for  a  one-on-one  or  one-on-two 
conversation  than  for  interaction  be- 
tween gToups  in  confei'ence  rooms. 

Not  sui-jjrisingly,  PictureTel's  cahber 
is  still  worlds  ahead  of  the  Idnd  of  low- 
cost  videoconferencing  that  is  now  pos- 
sible over  the  Internet.  People  can 
download  Cornell  University's  free  cu- 
SeeMe  software  from  the  Net  or  try 
out  an  enhanced  vei'sion  being  marketed 
by  White  Pine  Software  Inc.  ($69  via 
download  or  $99  off  the  shelf).  Creative 
Labs,  Connectix,  and  VDOnet  are  among 
the  other  companies  developing  Internet 
videoconferencing  products.  In  March, 


Calif.,  whose  color  ir 
age  appeared  in  a  smal 
box  on  the  screen.  Du| 
to  the  Connectix  car 
era,  he  could  only  sel 
us  in  black  and  whita 
The  connection  wal 
made  over  the  Microson 
Network  with  a  28.[ 
kilobits-per-second  mcl 

  dem.  But  the  limitationl 

of  bandwidth  translatel 
into  video  that  often  crawled  along  al 
the  paltry  rate  of  two  fi-ames  per  seconJ 
(TV-quality  lams  at  30  fi-ames  per  seel 
ond.)  The  sound  also  often  broke  ujl 
Presumably,  we'd  have  done  better  vritj 
an  ISDN  line.  VDOnet  says  that  with 
good  connection,  its  VDoPhone  can  wor 
in  real  time  at  up  to  15  frames  per  sec 
ond.  "My  view  of  Internet  video  is  thi 
it's  one  step  above  ham  radio,"  says  Toi 
Pincince,  a  senior-  analyst  at  Fon-este 
Research  Inc.  That's  fine  for  "showir 
mom  a  bi-and-new  baby,  but  for  securin 
business?  Not  light  now." 

Foi'  all  its  potential  productivity  an 
cost  savijigs,  videoconferencing  is  no  sul 
stitute  foi'  meaningful  face-to-face  inte: 
action.  Nevertheless,  if  analysts'  predii 
tions  come  tme  and  videoconferencir 
capabilities  become  as  common  on  po 
as  fax  modems,  it  will  one  day  be  routir 
to  dial  up  business  associates  and  loo 
them  in  the  eye. 

By  Edward  C.  Baig  in  New  Ym 
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Management 


OUTSOURCING: 

SAVINGS  ARE  JUST  THE  START 

If  the  fit  is  right,  contractors  can  goose  profits-and  creative  freedom.  But  that's  a  big  'if 


If 


Janet  Wittes  wasn't  trying  to  jump 
on  the  latest  management  band- 
wagon. When  she  founded  Wash- 
ington-based Statistics  Collabora- 
tive Inc.  in  1993  to  analyze  the  clinical 
trials  of  drug  companies,  her  son  han- 
dled her  company's  financial  matters. 
But  as  demand  for  her  company's  ser- 
vices grew — and  her  son  went  off  to 
become  a  journalist — Wittes  knew  she 
needed  outside  help.  "I  realized  how 
little  I  knew — like  not  even  knowing 
how  to  bill  clients  or  set  salaries,"  said 
Wittes. 


have  doubled  since  she  started  the 
relationship. 

Call  it  outsourcing,  Round  2.  By 
now,  everyone  knows  what  outsourc- 
ing is.  And  some  have  even  saved  mon- 
ey by  contracting  out  services  they 


used  to  pei'form  in-house. 
But  the  really  smart  busi 
ness  owners  have  figured  out  how  to 
use  outsourcing  as  a  strategic  tool.  In- 
stead of  simply  looking  for  savings, 
they  seek  an  alliance  with  someone 
who  will  deliver  the  ancillary  services 
they  need — at  a  higher  quality  than 


out  that  way.  Good  partners  can  b 
hard  to  find.  And  companies  that  out 
source  too  much  can  lose  touch  wit 
their  customers — and  lose  their  abilit 
to  respond  quickly  and  creatively  t 
the  marketplace. 


STRATEGY 


To  get  the  support 
she  needed,  Wittes  turned  her  books 
over  to  a  local  firm  called  Business- 
Matters  Inc.  The  firm  took  care  of  her 
basic  accounting  needs,  but  it  also  told 
her  something  that  shocked  her.  She 
was  consistently  underestimating — 
sometimes  by  as  much  as  75% — the 
cost  of  each  job,  both  in  terms  of  the 
hours  worked  and  overhead.  Three 
years  later,  BusinessMatters  is  not 
only  keeping  Wittes'  books,  it  is 
also  offering  help  with  taxes  and  per- 
sonnel.   Wittes    says    her  profits 


they  probably  could  have  provided 
themselves — while  giving  them  the 
freedom  to  focus  on  their  core 
business. 

Indeed,  when  the  Outsourcing  Insti- 
tute, a  professional  group  in  New  York 
City,  recently  asked  executives  at  some 
30  large  and  small  businesses  to  list 
the  reasons  why  they  outsourced,  "re- 
ducing costs"  ranked  third,  while  "im- 
proving company  focus"  and  "access- 
ing world-class  capabilities"  ranked  fb"st 
and  second. 

Of  course,  it  doesn't  always  work 


Still,  outsourcing  can  be 
boon.  At  Ballymeade  Cour 
try  Club  in  North  Falmouth,  Mass 
General  Manager  Jody  Shaw  out 
sourced  many  of  his  club's  busines 
functions  to  Paychex  Inc.  in  Rocheste 
N.  Y.  The  company  not  only  handle 
the  payi'oll  for  Shaw's  employees — wh 
number  about  50  i 
the  summer — it  als 
administers  the  con^' 
pany's  401(k)  pla 
and  provides  mam 
als,  documentatioi 
and  occasional  legi 
advice.  "If  we  didn 
have  Paychex  c 
a  similar  compan 
we'd  have  to  pa 
$12,000  to  $15,000 
year  to  hire  a  pe: 
son  to  work  par 
time,"  says  Sha\ 
"As  it  is  now,  w 
pay  less  than  $5,0( 
a  year. 

SATISFIED.  How  tyi 

ical  is  Shaw's  cos 
savings  experience 
The  most  recent  ew' 
dence  seems  to 
a  1993  survey 
Coopers  &  Lybran^ 
It  queried  some  400  fast-growing  cor 
panies  with  revenues  of  $1  million 
$50  million  and  found  that  the  half  th; 
used  outsourcing  reported  cost  saving 
averaging  7.8%  over  the  cost  of  pr 
viding  the  same  services  in-house.  ( 
third  said  they  broke  even,  and  4%  r 
ported  losing  money.)  However,  cor  * ' 
panies  that  outsourced  also  reportt 
revenues  22%  greater  than  those  th:i 
didn't,  not  to  mention  fatter  margii  * 
and  healthier  cash  flows. 

All  the  more  reason  why  intere 
has  grown  in  "post-contract  manag 
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nt."  Here,  issues  I'ange  from  holding 
neone  on  the  staff  accountable 
overseeing  contracts  with  outside 
)pliers  to  integrating  into  the  out- 
ircing  company  employees  who  may 
/e  lost  their  jobs  after  work  is 
med  out. 

Ilompanies  are  also  focusing  a  lot  of 
ention  on  benchmarking,  says 
:-hael  F.  Corbett,  the  Outsourcing 
titute's  director  of  research.  "Even  if 
outsourcing  deal  is  providing  an  ob- 
us  benefit,  companies  want  to  be 
e  to  compare  it  to  world-class  stan- 
•ds  for  the  service,  as  well  as  to 
at  other  companies  pay  for  the  same 
vice."  Corbett  says  companies  are 
3  trying  to  find  ways  to  ensure  that 
outsourcer  keeps  providing  im- 
vements  after  the  contract  has  been 
ned. 

^n  response  to  that  kind  of  cornpeti- 
3  pressure,  some  outsourcers  have 
^n  sharing  their  savings  with  cus- 
lers.  Take  Symmetrix,  an  informa- 
n  systems  provider  in  Lexington, 
ss.  It  guarantees  that  clients  will 
e  more  money  with  its  computer 
tern  than  the  fee  it  charges;  if  they 
I't,  it  will  waive  the  fee. 
rhents,  in  turn,  are  demanding  that 
sourcers  live  up  to  clear  perfor- 
nce  criteria  that  translate  into  im- 
ived  service.  An  outsourcer  might 
■ee  to  halve  the  number  of  clerical 
rkers  required,  for  instance,  or  to 
luce  the  days  it  takes  to  fill  orders 
m  three  to  one. 

»H  LIST.  No  matter  how  familiar  a 
ipany  becomes  with  outsom-cing,  one 
:he  thorniest  problems  is  finding  the 
ht  partner.  Because  their  needs  can 
so  specific,  small  companies  have  to 
•nd  more  time  articulating  what  they 
nt,  says  Donald  F.  Blumberg,  who 
IS  an  outsourcing  consulting  firm  in 
rt  Washington,  Pa.  "And  small  busi- 
!ses  typically  don't  know  what  they 
nt  because  they  don't  know  what's 
lilable,"  he  says. 

Davis  Weinstock  is  one  small-busi- 
es owner  who  knows  how  hard  find- 
a  partner  can  be.  When  Weinstock, 
Sfew  York  communications  consul- 
it,  tried  to  find  an  outsourcer  seven 
irs  ago  to  handle  his  company's  basic 
■ounting  functions,  the  experience 
s  distinctly  unpleasant.  "Like 
Idilocks,  we  went  to  small,  medium, 
1  big  fii-ms,  but  we  felt  so  ill-served 
1  neglected  with  all  of  them,"  says 
linstock  of  his  20-person  company, 
'e  even  encountered  outright  mis- 


takes. I  remember  thinking  that  the 
firms  basically  sent  their  best  people 
out  on  their  potentially  most  lucrative 
accounts,  leaving  small  firms  with  the 
dullards." 

Despite  having  been  thrice-burned, 
Weinstock  decided  to  take  one  more 
stab  at  outsourcing  three  years 
ago,  when  he  was  re- 
ferred to  Ayco  Co.,  an 
Albany  (N.  Y.)  finan- 
cial-consulting firm. 
Weinstock  was  so  im- 
pressed with  Ayco 
that  he  now  has  the 
company  handling  es- 
sentially all  of  his 
firm's  financial  tasks, 
such  as  invoices,  pay- 
ing 90%  of  the  bill's, 
and  managing  the 
firm's  pension  plans. 
The  result:  Weinstock 
and  his  colleagues  get 
to  focus  on  their 
clients  instead  of  their 
bank  balance. 

In  the  past  few 


Sources  on 
Outsourcing 


OUTSOURCING  INSTITUTE 

800  421-6767  or  FCasale® 
outsourcing.com — For  a  fee 
of  $399,  members  get  a 
quarterly  newsletter,  a  list  of 
outsourcmg  vendors,  a  CD- 
ROM  with  reference  material, 
and  discounts  on  education 
and  training  seminars.  Home 
page  on  World  Wide  Web 
(http://www.outsourcing.com) 
has  reference  materials,  a 
list  of  outsourcing  vendors, 
and  a  discussion  forum. 


actually  impede  the  speed  of  bringing 
products  to  market,"  says  Philip 
H.  Birnbaum-More,  a  management  pro- 
fessor at  the  University  of  Southern 
California. 

Then  there  are  the  legal  risks.  Busi- 
nesses with  more  than  L5  employees 
have  to  make  sure  they  provide  em- 

iiiii  mum  ployees  who  lose  theii- 

jobs  as  a  result  of 
outsourcing  with  ade- 
quate notice  and  sev- 
erance— a  minimum 
of  two  months'  pay. 
Grover  N.  Wray,  di- 
rector of  human 
resources  for  Arthur 
Andersen  &  Co.'s 
contract-services  busi- 
ness, notes  that  law- 
suits involving  out- 
sourcing are  still  rare. 
But  he  advises  em- 
ployers to  seek  legal 
counsel  as  soon  as  a 
bid  for  outsourcing 
hell)  's  put  out. 
EXIT  HELP.  Consulting 


years,  the  range  of    with  a  lawyer  early 


tasks  that  companies 
can  turn  to  out- 
sourcers foi'  has 
swelled.  The  most 
common  are  the 
standbys:  payroll  pro- 
cessing, accounting, 
legal,  recruiting,  and 
computer  services. 
However,  some  com- 
panies are  experi- 
menting with  areas 
such  as  inventory  and 
pension  management, 
sales — even  customer 
service. 

If  anything,  the 
danger  is  in  taking 
outsourcing  too  far. 
Some  consultants 
think  customer  ser- 
vice, for  one,  is  too 


integral  to  a  compa- 
ny's business  to  be  handled  by  out- 
siders. Others  worry  that  if  too  many 
aspects  of  production,  marketing,  or 
distribution  are  handled  outside  the 
company,  its  ability  to  respond  to 
changes  in  the  marketplace  could  be 
undermined.  "Contrary  to  what  many 
people  think,  outsourcing  alliances — 
especially  when  they  involve  core  prod- 
ucts or  services  within  i-aj>idly  gTOwing, 
intensely  competitive  industries — may 


CLEARINGHOUSE  FOR 
STRATEGIC  ALLIANCES, 
TRADE  &  EQUITY  INVESTMENT 

614  593-4331  Joint  venture 
between  Coopers  &  Lybrand 
and  the  National  Business 
Incubation  Assn.  helps  small 
businesses  locate  potential 
outsourcmg  partners.  For 
$300  a  year,  users  get 
access  to  a  list  of  1 ,000 
companies  that  provide 
outsourcmg  services. 

ARTHUR  ANDERSEN  &  CO. 

312  507-2084  Offers  a  checklist 
to  help  companies  figure  out 
if  outsourcing  is  right  for 
them.  Ask  for  Ronald  A. 
Stratton,  director  for 
contract,  finance,  and 
accounting  services. 


in  the  process  can 
also  help  later  on  if 
a  relationship  sours. 
Few  companies  think 
ahead  about  how  to 
exit  an  outsourcing 
arrangement  as  pain- 
lessly as  possible. 
"With  these  deals,  it 
is  often  difficult  to 
disengage  because  the 
vendor  has  so  much 
power,  and  it  might 
6  to  12  months 
either  to  bring  the 
project  in-house  or 
to  bring  in  another 
venflor,"  says  attorney 
Richard  Raysman, 
whose  Manhattan  firm 
specializes  in  out- 
sourcing issues. 


Raysman  recom- 
mends specifying  in  the  contract  that 
the  vendor  be  obliged  to  cooperate  for 
up  to  a  year  while  a  contract  is  being 
terminated. 

As  more  and  more  companies  are 
finding  out,  outsourcing  is  really  just 
an  opportunity.  To  get  the  most  out  of 
it,  you  have  to  find  the  right  partner 
and  be  attentive.  Not  unlike  most 
relationships. 

By  Sana  Siwolop  iv  New  York 


Mter  three  strikes,  a  New  York  company  found  the  right 
)artner  to  handle  invoices,  pensions,  and  90%  of  the  bills 
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Government 


FEWER  STRINGS 
AHACHED 

A  new  law  lets  little  guys  sue  to  end  excess  paperwork 


It  drives  gas  station  owners  up  the 
wall.  Eveiy  year  since  1986,  they've 
had  to  file  a  report  with  the  local 
fire  department  listing  any  flamma- 
ble substances  on  their  premises,  as  de- 
creed by  the  Environmen- 
tal Protection  Agency.  The 


Indeed,  small-business  lobbyists  in 
Washington  can  barely  contain  theii'  eu- 
phoria. Foi'  years,  federal  agencies  have 
been  required  to  assess  whether  their 
niles  put  um-easonable  bmxlens  on  small 

REGULATION  ^^'^^^^  'J''""'^  tu""' 
  problems.  Irouble  is,  the 


EPA  rationale:  Fh-efighters  should  know 
of  any  hazards  present  in  the  event  of  a 
fu'e.  But  do  they  really  need  to  be  told 
there's  gasoline  in  gas  stations?  "It's  al- 
ways shocking  to  fire 
departments,"  scoffs 
William  L.  Ferren, 
president  of  B-B-F  Oil 
Co.  in  Pine  Bluff,  Ark., 
which  operates  24  sta- 
tions across  the  state. 
Ferren  says  he  spends 
almost  $50,000  a  year 
filling  out  such  needless 
paperwork. 

FeiTen  may  not  have 
to  woiTy  about  such  an- 
noyances if  a  new  law, 
signed  by  President 
Clinton  on  Mar.  29, 
works  as  planned.  Un- 
der the  Small  Business 
Regulatory  Enforce- 
ment Fairness  Act  of 
1996,  small  business 
would,  for  the  first 
time,  have  the  power  1 1  > 
challenge  in  court  go\ 
ernment  regulations  it 
deems  too  burdensome. 
STRAIGHT  TALK.  The  initiative  is  sweep- 
ing in  scope  (table).  The  new  law  gives 
small  business  the  right  to  sue  federal 
agencies  for  not  adequately  considering 
the  impact  of  a  regulation  on  small  en- 
teqjrises.  It  waives  fines  for  small,  fu'st- 
time  regulatory  violations,  forces  the 
feds  to  pay  legal  costs  if  a  court  finds 
that  the  feds  excessivetjj  fined  a  small 
business,  and  recjuires  that  new  regula- 
tions be  written  in  laymen's  terms 
rather  than  legalese.  "This  is  probably 
the  most  significant  legislation  for  small 
businesses  in  the  last  decade,"  says  Ben- 
nie  L.  Thayer,  president  of  the  National 
Association  for  the  Self-Employed. 


1980  mandate  has  never  had  "adequate 
teeth,"  says  sba  Administrator  Philip 
Lader.  The  reason:  Friends  of  the  regu- 
lators on  Capitol  Hill  saw  to  it  that  fed- 


Crafting  a  fix  for  1980's  Regulator 
Flexibility  Act  has  been  a  perennial  nor 
starter  in  Congress  for  more  than 
decade.  Poweiful  House  Government  0} 
erations  Committee  Chairman  Jack 
Brooks  (D-Tex.),  a  champion  of  the  ei' 
and  osHA,  bottled  up  all  "right  to  sue 
provisions  in  his  panel  during  the  '80s. 
PRIORITY.  But  the  momentum  change 
in  the  1992  Presidential  campaigTi.  Bot 
President  George  Bush  and  then  Go\ 
enior  Clinton  made  the  fix  a  key  part  ( 
their  efforts  to  woo  the  small-busines 
community.  After  the  election,  Vict  ^ 
President  Al  Gore  pushed  it  as  part 
his  Reinventing  Government  effor 
Then,  Brooks  lost  in  the  1994  GOP  lain' 
slide,  where  passage  of  the  reg-flex 
visions  was  part  of  the  Republican  Cni 
tract  With  America.  At  the  same  tiiin/^ 
Clinton's  White  House  Conference  oM 
Small  Business  made  the  issue  a  toj 
priority.  And  emboldened  by  their  su\ 


CUTTING  THROUGH  THE  RED  TAPE 

A  Imv  signed  by  President  Clinton  on  Mar.  29 
gives  small  business  some  importan  t  new 
weapons.  Some  of  its  key  provisions: 


•Allows  small  business  to  sue  an  agency 
that  fails  to  study  the  impact  of  a 
new  regulation  on  small  businesses,  |2 
creating  the  potential  for  a  reduction  inlj 
any  undue  burdens. 

•Requires  the  appointment  of  an 
independent  ombudsman  so  that  smal 
businesses  can  confidentially  report 
excessive  actions  by  federal  regulators 

•Requires  federal  agencies  to  reduce 
fines  on  small  businesses  for  trivial 
or  first-time  violations. 


'Lets  small  businesses  recover  legal 
fees  from  the  government  if  a  court 
finds  a  fine  to  be  excessive. 

DATA:  BUSINESS  WEEK 


1^ 


eral  agencies  were  exempt  Irom  legal 
action  for  failing  to  perform  these 
"small-business  impact"  statements.  So 
since  there  was  no  penalty  for  not  fol- 
lowing the  requirement,  goveiTiment  bu- 
reaucrats simply  ignored  it. 

Now,  small  businesses  can  take  fed- 
eral agencies  to  court  if  they  feel  their 
concerns  are  being  ignored.  And  the 
fact  that  Uncle  Sam  must  pay  the  tab  if, 
say,  the  Internal  Revenue  Service  or 
the  Occupational  Safety  &  Health  Ad- 
ministration takes  a  small-business  own- 
er to  court  over  a  fine  and  loses,  may 
encourage  more  business  owners  to 
stand  their  ground  in  such  disputes. 


cess  in  killing  health-care  reform 
1993,  the  small-business  lobby  turne 
up  the  heat.  "They  knew  how  much  w 
wanted  reg-flex,"  says  one  small-bus 
ness  lobbyist.  This  time — victoiy. 

With  the  ink  barely  dry  on  the  ne 
law,  some  agencies  are  nishing  to  he£ 
off  possible  court  actions.  The  Small  Bui 
ness  Administration  has  drastically  sin 
phfied  its  regulations  in  anticipation,  cu 
ting  the  number  of  pages  of  regulatioi 
by  50%.  Other  agencies  are  expected 
follow  soon.  Now,  small  businesses  w 
have  a  chance  to  drive  Washingtc 
bureaucrats  up  the  wall  once  in  a  whil 
By  Mark  Lewyn  in  Washingtc 
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No  matter  what  you  ship  overseas,  no  one  gets  it  there  hke  FedEx.  In  fact,  we  can  get  your  box  through  customs 
before  it  even  gets  to  customs.  So  it  gets  there  on  time  and  hassle  free.  So  the  next  time  you  need  to  ship,  whatever  you  need  to  ship, 
just  call  1-800-247-4747'  or  visit  us  at  httpV/www.fedex.com.  Hey  we  didn't  become  the  world's  **1  express  shipper  by  being  picky. 


Federal  Express 

©  1996  Federal  Express  Corporation  'TDD  1-800-238-4461  Some  restrictions  apply.  See  FedEx  Service  Guide  for  details 
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At  Your  Service 


YOU,  TOO,  CAN  CUT  DEALS 
FOR  LEGAL  ADVICE 

Now,  big-company  tactics  are  working  for  small  business 


Like  most  small-business  owners,  Ted 
Berg  is  constantly  nagged  by  mi- 
nor legal  questions.  But  until  re- 
cently, he  never  made  a  practice  of  ask- 
ing his  attoiTieys  for  answers.  At  $150 
to  $200  per  hour,  it  was  too  expensive 
to  call  a  lawyer  eveiy  time  he  was  un- 
sure about  the  niles  governing  lais  $2 
million  Englewood  Cliffs  (N.J.)  comput- 
er consulting  company.  Constructive 
Systems  Corp. 

Worried  that  his  reluctance  to  make 
$50  phone  calls  could  lead  to  legal  prob- 
lems costing  thousands  to  resolve.  Berg 
made  an  innovative  deal  with  Philadel- 
phia's Manta  &  Welge  last  November. 
For  a  flat  fee  of  $500  a  month,  the  law 
firm  now  handles  all  of  his  corporate, 
I'eal  estate,  employment,  and  collection 
issues.  Manta  &  Welge  has  already  re- 
viewed Constructive  Systems'  new 
lease,  begun  work  on  the  company's  fii'st 
employee  manual,  and  provided  Berg 
with  answers  to  innumerable  day-to-day 
legal  questions.  After  one  impromptu 
inquiry  about  state  sales  tax  regula- 
tions— a  matter  Berg  says  he  would 
have  considered  too  trivial 
to  raise  with  an  attorney 
in  the  past — the  law  fii'm 
discovered  a  problem  in 
Constructive  Systems"  in- 
voice that  threatened  to 
create  expensive  legal  dis- 
putes. The  fixed-fee  agree- 
ment "is  basically  a  legal  in- 
surance policy,"  crows  Berg. 
MORE  CLOUT.  Until  re- 
cently, only  a  lai'ge  corpo- 
ration could  strike  this 
kind  of  deal.  Amied  with 
multimillion-dollar  legal 
budgets,  giants  such  as 
Chrysler  Corp.  and  Du- 
Pont  Co.  have  experi 


marketplace  is  changing,"  says  Manta 
&  Welge's  Kathleen  Misturak-Gingrich. 

One  popular  new  technique  small 
businesses  should  employ  more  often  is 
simply  asking  for  a  dis-     SAVING  MONEY 
count.  Law  firms  never   


gai'd  the  quoted  rates  a  bit  like  a  car'l 
sticker  price.  Multibillion-dollar  corpoj 
rations  receive  25%  breaks  from  majol 
firms;  small  companies  should  aim  fo| 
5%  to  10%. 

In  addition  to  bargaining  for  lowel 
hourly  rates,  big  corporations  hav| 
learned  that  it's  also  important  to  se 
strict  limits  on  how  much  lawyers  ca| 
charge  you  for  expenses  such  as  photc 
copying,  faxing,  and  electronic  researcli 
Bills  of  25(2  a  page  for  photocopying  an\ 
$2  a  page  for  outgoing  domestic  faxe 
were  not  uncommon  during  the  1980^ 
Insist  on  paying  only  fol 
your    attorney's  actuj 


used  to  cut  stated  bilUng  rates  but  now 
do  so  for  clients  willing  to  ship  over 
most  of  their  legal  work — and  gutsy 
enough  to  ask.  The  size  of  the  discount 
depends  upon  the  amount  of  business 
and  the  stature  of  the  fii'm,  of  course, 
but  even  the  smallest  chent  should  re- 


ALTERNATIVES  TO  THE  BILLABLE  HOUR 

FIXED  FEES  Most  attorneys  will  agree  in  advance  to  a  price  for 
routine  projects.  But  make  sure  the  work  isn't  assigned  to  junior 


costs.  (A  model  lawyer  retention  letti 
on  costs  and  other  issues  is  availabll 
in  BUSINESS  WEEK  Online's  small-bus: 
ness  center  on  America  Online.) 
FEES  DROP.  Even  if  your  outside  atto: 
neys  are  thrifty,  in-house  lawyers  a: 
generally  a  good  investment  once  leg; 
bills  reach  about  $500,000  annually, 
costs  about  $200,000  a  year  to  pay  anl 
support  a  corporate  attorney.  Som 
work  will  still  have  to  be  shippe| 
out,  but  you'll  find  that  lawye: 
magically  start  charging  le; 
once  they  know  that  expe: 
enced  eyes  are  reviewini 
the  bills.  There  are  intani 
ble  benefits  to  bringing  a| 
attorney  aboard,  too.  T 
lawyer  learns  the  business 
gets  to  know  managemem 
and  is  in  a  far  better  positio 
to  prevent  legal  problems  fror 
even  arising. 

If  you  can't  afford  a  full-tim 
in-house  attorney,  you  shoul 
consider  hiring  one  pari  m 
time.  At  a  rate  of  $130  pe 
hour,  Macrochem  Corj 
hired  James  W.  Spindle 
to  spend  two  aftemoor 
on-site  at  its  Lexingto 
(Mass.)  office.  A  forme 
general  counsel  of  Con 
putervision  Corp.,  Spir 
dler  is  founder  of  th 
Boston-based  Assoeiatio 
of  Independent  Generi 
Counsel.  Macrochem.  CE 
Alvin  J.  Kai'loff  estimate 


mented    with    fixed-fee     associates  once  the  fee  gets  set.    that  hiring  Spindler  hi 


agreements  and  various 
new  techniques  for  man- 
aging attorneys.  Now, 
theii'  strategies  are  filter- 


CONTINGENCY  FEES  Once  just  for  plaintiffs'  lawyers,  contin- 
gency fee  arrangements  are  now  sometimes  offered  by  corporate 
litigators.  The  fee  depends  on  a  successful  outcome  in  the  case. 
Problems  can  arise  in  defining  success. 


cut  annual  legal  bills  froi 
$200,000  to  about  $170,0C 
for  the  biotech  compan; 
Says  Kai-loff:  "Basicall 


ing  down.  "Small-business  '   we   are   gettmg  mot 


people  don't  think  that 
they  have  enough  clout  to 
make  deals  with  the  law 
firms,  but  they  do.  The 


MONTHLY  RETAINER  The  client  receives  unlimited  advice  with 
the  meter  turned  off.  But  you  may  wind  up  with  higher  long-term 
bills  if  you  buy  more  service  than  is  needed. 


advice  and 
us  less." 

By  Mike 
New  York 


it  s  costm 


France  i 
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These  days  your  office  can  be  an\^'here  you  do 
usiness.  Whether  you're  downtown  or  in  your  dining 
3om,  you  need  to  stay  in  touch.  That's  why  Fujitsu 
Microelectronics  offers  a  complete  tamily  oi  integrated, 
'orld-class  PC  Cards,  to  give  you  immediate  access 
)  vital  information  while  in  the  office  or  on  the  road. 

Our  ultraportable  PC  Cards  offer  a  wide  range 
f  capabilities  including  multimedia,  LAN,  and  high- 
peed  communications.  With  Fujitsu,  you  get  instant 
ompatibility  with  virtually  all  of  today's  PCMCIA 
tandard  computing  platforms  in  addition  to  multi- 
icJvJ   r-iv\,     function  capability  and  interoperabilit\'. 

Plus,  our  intuitive  Microsoft  Windows- 
based  installation  software  automaticaOy 


sets  up  and  configures  your  PC,  which  means 
fewer  headaches  and  hassles.  With  Plug  and  f^lay 
features  like  hot  insertion  and 
removal,  there's  no  need  to  reboot 
your  system  when  swapping 
cards.  You  even  get  the  ease  and 
comfort  of  our  extensive  customer 
support  services  that  ensure  customer  satisfaction 
and  help  you  get  the  most  from  your  inx'estment. 

So,  it  today's  virtual  office  is  leaving  you  feeling 
a  little  detached,  call 


Fujitsu  Microelectronics 
at  1-800-6-12-7616  and 

we'll  get  you  connected. 


FU^TSU 


IJITSU  MICROELECTRONICS,  INC  ,  3545  North  First  Street,  San  Jose,  CA  95134  ©1995  Fuptsu  Microelectronics,  Inc  All  trademarks  or  registered  trademarks  are  ttie  property  of  their  respective  holders. 
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Wit's  End 


%inU  a.  storeroom  for  $10,000'?  To  conp^i^ 


Tteety"  are  p^anS  for> 
^  car  wasi?  .^^  I  f  zoill  be 
Coin-oper^f^ec/'  - — ir\o 
ernp Joyces  f  Cor^pkhU 
Vge/f  gerv/ce£^  - — ^ 


}\^Ve  a  Vafhroonn  for  ^our 


v4s  I  sai/:I^J'' 


Of  cotirS-e-  Now,  eac^  of  fheSi 
^a.c\liiies  to  Serve  ^our  J^isAlett 

5n</  2Aiill  lajce  i>p  -^^j  Sgoxre  ^ef. 

n:of^l  cost  -  0lO,Ooo.y~~ 


u)a.iver; 

Jose 


GOT  A  CANDIDATE  FOR  WIT'S  END?  Thanks  to  architect  Jeffrey  Graham,  who  did  the  plans  for  the  Super  Car  Wash  in  Sterling  Heights, 
Mich.,  and  to  its  owner,  Joe  Aubrey,  for  alerting  us  to  this  regulatory  maze.  If  you've  got  a  true  tale  for  Wit's  End,  write  to  Business  Week  Enter- 
prise, 1221  Avenue  of  the  Americas,  New  York,  N.Y.  10020;  fax  212  512-3758;  America  Online  (smallbizbw);  or  Internet  (bwreader@mgh.com 
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If  you  think  miming  a  small  business  is  challenging, 
try  to  remember  whether  the  schnitzel  you  ate  a  month  ago 

was  for  business  or  pleasure. 

If  you've  been  using  a  personal  card  to  pay  for  all  your  business  expenses,  you  owe  it  to  yourself  to 
find  out  more  about  a  Visa  Business  card.  Not  only  does  it  save  a  lot  of  headaches  by  keeping  \'our  business 
expenses  separate,  it's  tailored  to  meet  your  business  needs  with  special  features  such  as  corporate  liabilit}' 
waiver  and  primary  auto  rental  insurance  nationwide.  iMoreover,  it's  accepted  at  over  12  million  places 
worldwide,  including  that  schnitzel  joint  you  may  or  may  not  have  taken  your  client  to.  So,  wherever  your 
business  takes  you,  take  your  Visa  Business  card.  Because  now  more  than  ever.  Visa  means  business. 
To  get  a  Visa  Business  card,  call  1-800-VISA  311  ext.  84.  Now  hurry,  before  you  forget. 


Visa  BUSINESS 


It's  everywhere  you  want  to  be.' 


)evelopments  to  Watch 


■TED  BY  PETER  COY 


UPPLY-CHAIN 
EGRETS  

here's  plenty  of  room 
»r  mistakes,  delays,  and 
)st  overruns  in  the  sup- 
ly  chain  that  stretches 
'om  raw  materials  to 
ehvered  product,  as 
nyone  involved  in  corpo- 
ite  logistics  can  attest, 
ccording  to  Pittiglio 
abin  Todd  &  McGrath 
ic.  (PRTM),  a  Weston 
klass.)  high-tech  consul- 


FRESHER'  FROZEN 
FISH  TAKE 
A  BRINY  DIP 


mcy,  aiiierences  in 
igistics  costs  between 
le  best-performing  com- 
any  and  an  average 
impany  in  one  U.  S. 
idustry  amount  to  6%  of 
le  average  company's 
)tal  revenue. 

To  put  more  logic  into 
Igistics,  PRTM  helped 
)rm  the  Supply-Chain 
ouncil,  which  met  for 
le  first  time  in  April, 
jnong  its  54  founding 
lernbers  are  Amoco, 
rocter  &  Gamble,  L.  L. 
ean,  Bristol-Myers 
quibb,  Eastman  Kodak, 
nd  Texas  Instruments, 
he  council  plans  to 
;udy  and  write  up  the 
lethods  that  successful 
)mpanies  use.  The  "ref- 
rence  model"  will  be  dis- 
ibuted  free  of  charge  to 
ny  interested  company 
'hen  it  is  completed, 
round  November. 

Even  well-run  compa- 
ies  should  be  able  to 
ick  up  pointers  from  the 
jference  model,  says  F. 
k^illiam  Helming,  prtm's 
spresentative  on  the 
juncil.  prtm's  co-organiz- 
r,  Boston-based  Ad- 
anced  Manufacturing 
Research,  will  help  such 
Dftware  developers  as 
Germany's  sap  incorpo- 
ate  the  reference  model 
ito  their  supply-chain 
rograms.  □ 


the  "fresh"  fish  in  your 
favorite  restaurant  could  be 
6  to  10  days  post  mortem 
when  it  reaches  your  plate 
after  processing,  transporta- 
tion, and  layovers  at  a  whole- 
saler and  a  distributor.  Still, 
choosy  chefs  shy  away  from 


the  alternative:  frozen  fish. 
Ice  crystals  that  form  during 
freezing  cause  cell  mem- 
branes to  leak,  making  the 
fish  soft  and  tasteless. 

To  satisfy  delicate  palates, 
New  York-based  Ti'ufresh 
Group  LLC  is  pushing  an  al- 
ternative freezing  method 
that's  so  fast,  ice  crystals 
don't  have  a  chance  to  foiTn. 
The  fish  is  plunged  into  a 
slurry  of  frozen  brine  crys- 


tals at  about  -40F.  As  the 
sluny  liquefies,  it  rapidly  ab- 
sorbs heat  from  the  fish.  Seth 
Simmerman,  food  and  bever- 
age director  of  the  Rivers 
Club  in  Pittsburgh,  says 
Trufresh  fish  tastes  fresher 
than  most  never-frozen  fish. 

Ti'ufresh  is  the  exclusive 
North  American  licensee  of 
Nissin  Gounnet  Beef  of  Osa- 
ka, Japan,  which  uses  the 
patented  freezing  method  for 
sushi  tuna  and  beef  Precisely 
sized  and  cleaned  Tiiifresh 
salmon  fillets  cost  restaurants 
about  $6  a  pound.  In  compar- 
ison, raw  salmon  costs  ai'oimd 
$2.60  a  pound,  but  nearly  half 
its  weight  is  lost  in  cleaning. 

Ti'ufresh  fish  isn't  sold  in 
supermarkets.  Most  freezer 
eases  have  a  daily  defrost  cy- 
cle that  spoils  Ti-ufresh  by 
causing  it  to  thaw  out  and 
then  refi'eeze  the  slow  way.  □ 


■  Compact-disk  maker  Nim- 
bus Manufacturing  Inc.  of 
Charlottesville,  Va.,  and 
Britain's  Applied  Hologi'aph- 
ics  PLC  have  developed  a 
patented  technique  for  apply- 
ing hologi-ams  to  cos  and  CD- 
ROMs  to  foil  counterfeiters. 
The  3-D  id  hologTams  aren't 
labels,  but  are  embedded  in 
the  disk's  acrylic  layer. 

■  Lenox  Polymers  Ltd.  of 
Port  Huron,  Mich.,  is  helping 
to  get  the  fonnaldehyde  out 
of  foundries.  The  company 
manufactures  resins  that 
serve  as  the  glue  in  sand- 
based  castings  for  metal  ve- 
hicle parts.  Instead  of  petro- 
leum-derived resins  made 
with  toxic  formaldehyde, 
Lenox  substitutes  harmless 
resins  made  with  lignin,  a 
wood  component  discai'ded  by 
paper  mills. 


FINDING  THE  CRACKS  IN  STRESS  THEORY 


ENGINEERS  ONCE  ASSUMED  THAT  STRESS-RELATED  CRACKS 

in  bridges  or  airplane  wings  branched  raggedly  because 
of  impurities  in  the  materials.  Raise  the  purity,  the  the- 
ory went,  and  cracks  would  propagate  in  straight  lines. 

Recent  simulations  of  fracture  patterns,  however,  sug- 
gest a  veiy  different  story.  Farid  F.  Abraham,  a  physi- 
cist at  IBM's  Almaden  Research  Center  in  San  Jose, 
Calif.,  used  a  parallel  supercomputer  to  create  models  of 
solids  such  as  nickel  (graphic).  In  the  models,  tens  of 
milhons  of  atoms  are  represented  by  small  colored  balls 
imbued  with  atom-Uke  properties 
of  attraction  and  repulsion.  Apply- 
ing simulated  stress,  Abraham 
found  that  the  balls  separate  along 
irregular,  "nonlinear"  fault  fines. 

Abraham's  models  are  highly 
idealized:  They  consist  of  just  one 
atomic  layer,  and  the  balls  are  not 
progi-ammed  to  express  quirky, 
quantum-mechanical  behavior. 
Abraham  is  adding  up  to  100 
atomic  layers.  And  in  his  next 
model,  which  he  will  create  with 
researchers  at  Hai-vard,  Brown, 
Stanford,  and  the  Naval  Research 
Laboratory,  he  will  start  to  incor- 
porate quantum  effects.  The  goal  is 
a  theory  of  cracks  that  could  pre- 
dict— and  ultimately  prevent — cer- 
tain types  of  fi-actm-es.  Neil  Gross 


FAULT  LINE:  Models 
show  fractures 


FOR  FURTHER  INFORMATION:  Go  to  Business  Week  Online  at  America  Online  or  E-mail  dtwmay@businessweek.com 
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SILICON  DREAMERS 
VS. THE  PC 

Multimedia  chipmakers  rush  to  map  a  gadget-filled  future  that  could  make  PCs  obsolete 


When  Sony  engineers  were 
searcliing  for  a  silicon  brain  for 
the  company's  fii'st  video  game 
three  years  ago,  they  knew 
they  needed  something  special  to  make  a 
splash  in  the  cutthroat  $4  billion  game- 
player  business.  Sony  wanted  to  upstage 
market  leaders  Nintendo  and  Sega  En- 
terprises with  scenes  so  realistic  that 
kids  would  think  they  were  watching 
television,  not  computer-generated  im- 
ages. Sony  needed  a  chip  that  was  both 
lightning-cjuick  and  cheaj) — because  its 
PlayStation  was  set  to  retail  for  $299. 

The  price  niled  out  Intel  Coi-p.'s  cost- 
ly new  Pentium  chip.  Sony  Coip.  con- 
tracted with  LSI  Logic  Coii3.  in  Milpitas, 
Calif.,  to  whip  up  a  game-playei-'s  de- 
hght  for  only  .$40.  The  chip's  design  re- 
sembles that  used  by  Silicon  Graphics 
Inc.  in  its  powerful  workstations.  "We 
put  more  computing  power  at  the  fin- 
gertips of  a  9-year-old  kid  than  NASA 
used  to  put  a  man  on  the  moon,"  boasts 
LSI  Logic  Executive  Vice-President 
Brian  L.  Halla. 

Like  the  Apollo  program,  this  chip 
and  its  kin  are  out  to  change  the  world. 
LSI  Logic  is  one  of  a  howling  gang  of 
upstaits  detenriined  to  sti^ike  it  lich  in  a 
silicon  nish  that  could  eventually  echpse 
the  personal-computer  market. 
NO  CAKEWALK.  The  PlayStation  has  re- 
shaped the  video-game  mai-ket  since  its 
debut  last  fall.  Sony  has  sold  more  than 
a  million  PlayStations  in  the  U.S.,  and  it 
is  now  outselling  Sega's  newest  entry, 
the  Saturn,  5  to  I.  Sophisticated  new 
chips  from  the  upstart  silicon  dreamers 
and  from  the  giants — Sun  Microsystems, 
Hitachi,  ibm,  Philips,  and  a  dozen  oth- 
ers— promise  PlayStation  scenarios  in 
many  more  markets,  from  telecommu- 
nications and  home  entertainment  to 
home  appliances.  And  the  heavy  hitters 
had  better  beware:  This  won't  be  a 
Cakewalk. 

Newcomers  such  as  MicroUnity  Sys- 
tems, Chromatic  Research,  and  8X8  be- 
lieve fortunes  await  new-era  micro- 
processors that  can  handle  video  and 
sound  as  readily  as  today's  chips  process 


data.  These  multimedia  chips  could  also 
give  many  common  products  the  imcom- 
mon  ability  to  relate  to  users  by  means 
other  than  a  keyboard  and  mouse. 

The  galloping  success  of  the  graphics- 
oriented  World  Wide  Web  hints  at  what 
may  happen  when  microprocessors  go 
multimedia.  Take  Web  browsers  such 
as  Netscape  Communications  Corp.'s 
Navigator  These  progi'ams  are  based 


on  communications  standards  that,  un- 
like Microsoft  Corp.'s  Windows,  can 
work  with  all  flavoi's  of  computer  chips. 
Netscape  Chaimian  James  H.  Clark  pre- 
dicts that  by  early  next  year,  Internet 
access  will  be  built  into  cable-TV  set- 
top  boxes  powered  by  multimedia  chips. 

While  the  new  opportunities  reek  of  I 
potential,  there's  almost  zero  chance  ofl 
making  headway  against  Lord  Intel  inf 
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nainstream  pes.  Intel  has  that  business 
ewn  up  for  as  long  as  Microsoft  reigns 
upreme.  Still,  some  of  the  newfangled 
:adgets  will  do  things  that  people  now 
ise  PC's  for.  If  they  catch  on,  the  gr-owth 
lotential  for  pes  could  taper  off — and 
irovoke  a  counterattack  by  Intel.  But 
he  wannabes  aren't  worried.  Because 
lost  of  the  new  systems  ai'e  unlikely  to 
un  Windows,  "we're  seeing  a  level  play- 
ig  field  for  the  first  time  in  10  years," 
ays  Lany  Jordan,  marketing  vice-pres- 
ient  at  chipmaker  Integrated  Device 
'echnology  Inc. 

How  the  new  chips  will  affect  Intel 
ver  the  long  haul  is  an  open  issue.  But 
ntel  Chief  Executive  Andrew  S.  Grove 
in't  conceding  the  new  mai'kets.  In  fact, 
e  dismisses  set-top  boxes,  video-game 
layers,  and  most  other  smart  home 
roducts  as  "a  pimple  on  PCs." 

The  PC,  Grove  contends,  is  destined 
0  become  the  ubiquitous  information 
ppliance,  the  hub  of  the  digital  uni- 


verse— including  homes  vdthout  Win- 
dows. Intel's  new  Pentium  Pro  packs 
more  than  enough  oomph  to  function  as 
a  combination  game  machine,  set-top 
box,  and  multimedia  phone,  plus  some 
other  still-nascent  products  (page  84). 
"They'll  all  be  subsumed  by  the  per- 
sonal computer,"  Grove  insists. 

So  the  lines  are  drawn:  It's  the  PC  vs. 
virtually  every  other  gadget  that 
processes  digital  signals.  Although  In- 
tel's core  business  isn't  at  stake,  some 
experts  doubt  the  company  can  make 
good  on  its  grander  plans  for  the  PC. 
History  shows  that  new  technology  al- 
ways expands  rather  than  limits  op- 
tions, says  Forrester  Research  Inc.  an- 
alyst William  Bluestein.  "So  it  won't  be 
all  in  one  machine."  Besides,  it's  unlike- 
ly one  company  will  continue  to  so  dom- 
inate an  industry  that  could  top  $300 
billion  in  the  year  2000.  Says  venture 
capitahst  William  Davidow,  a  former  In- 
tel marketing  chief:  "There  are  going 


What  the  New  Microprocessors  Promise 

This  year,  consumers  and  workers  will  be  enveloped  by  myriad  new 
technologies.  Many  products  will  be  networked  to  multiply  their  smarts. 


PRODUCT 

VIDEO-GAME 
PLAYERS 


DIGITAL  TVs 


®  ! 

CABLE-TV 

SET-TOP 

BOXES 

DIGITAL 

VIDEODISK 

i 
i 

INTELLIGENT 
HOME  AND 
BUILDING 
SYSTEMS 

WIRELESS 
PHONES  AND 
VIDEOPHONES 


Powerful  RISC  microprocessors 
with  movie-type  3-D  realism. 


the  screen 


Embedded  microprocessors  add  functions 
such  as  viewer-controlled  instant  replay  and 
automatic  picture  adjustment.  Then,  watch  for 
high-definition  TV. 

New  chips  provide  interactive  TV  and  video- 
on-demand  movies  and  flag  programs  that 
match  your  viewing  preferences.  Some  will 
even  double  as  a  PC. 

New  chips  will  power  DVD  systems  that  can 
store  18  billion  bytes  of  data — enough  for  a 
four-hour  movie — on  CD-size  platters.  Later, 
DVD  systems  that  also  record  digital  video 
could  displace  VCRs  and  make  it  easier  to 
edit  home  videos. 

Data  networks  will  link  scores  of  microchip 
brains  in  "smart"  alarm  clocks  and  many 
other  products  so  they  can  cooperate  on  as- 
suring the  occupants'  comfort  and  safety. 

Future  models  will  add  computing  and  text- 
messaging  capabilities,  then  little  TV  screens 
— and  eventually  they'll  even  translate 
foreign  languages. 


CHIP  SUPPLIERS 

Advanced  RISC 
Machines,  Hitachi, 
LSI  Logic,  Motorola, 
Silicon  Graphics 

LSI  Logic,  Philips, 
Thomson,  Silicon 
Graphics,  Texas 
Instruments 

IBM,  Intel,  Motorola 
Thomson,  Silicon 
Graphics,  Sony, 
MicroUnity 

Sony,  Silicon 
Graphics,  Motorola, 
IBM 


Hitachi,  IBM, 
Motorola,  NEC, 
Toshiba,  Echelon 


Intel,  MicroUnity, 
Motorola,  8X8 


to  be  a  lot  of  crumbs — and  they're  going 
to  be  $100  million  to  $1  billion  crambs." 

No  matter  the  outcome,  this  much  is 
certain:  Consumers  are  in  for  a  treat. 
The  new  microprocessors  "are  going  to 
spawn  new  applications  and  new  prod- 
ucts that  you've  never  dreamed  of," 
says  Mark  G.  Stephenson  II,  a  market- 
ing vice-president  at  Philips  Consumer 
Electronics.  Many  wiW  emerge  in  a  huge 
market  that  remains  almost  virgin  ter- 
ritory for  microprocessors:  traditional 
consimier  electronics.  In  the  U.S.,  this  is 
a  $60  billion  business,  making  it  larger 
than  the  $4S  billion  PC  business. 
MICROBRAIN  BOOM.  For  example,  despite 
a  slow  start  for  interactive  TV,  market 
researcher  In-Stat  Inc.  sees  the  market 
for  interactive  digital  set-top  boxes  soar- 
ing to  13.4  million  units  in  1999,  up  fi'om 
only  600,000  boxes  in  1994 — an  average 
gi'owth  rate  of  S6%  a  year-.  The  svu-ge  in 
video-game  players  will  be  even  more 
spectacular".  Mar*ket  watcher-  Dataquest 
Inc.  pr-edicts  that  sales  vdll 
rise  fr-om  4.8  million  units 
in  1995  to  17.9  million  vrnits 
in  2000.  Dataquest  also  pre- 
dicts sales  of  handheld  com- 
puters and  personal  digital 
assistants  will  soar-  almost 
sixfold  ft-om  1994's  total,  to 
5.6  million  units  in  1999. 

AH  of  wMch  will  send  mi- 
cr'opr'ocessor-  sales  zooming. 
By  1998,  these  chips  wiU  ac- 
coimt  for  27%  of  total  semi- 
conductor- sales,  pegged  at 
$242  billion  by  In-Stat. 
Since  1992,  they've  hover-ed 
at  ar-ound  23%  of  total  sales. 
After  2000,  micr-obr-ains 
seem  sur-e  to  outgr-ow  all 
other  kinds  of  chips.  The 
r-eason  is  a  new  phase  of 
"silicon  integration." 

In  the  1980s,  electronic 
systems  were  built  around 
a  control  chip  plus  hun- 
dr'eds  of  companion  chips. 
Today,  the  brain  is  still 
there,  but  the  number  of 
companions  has  sliraink  to  a 
couple  of  dozen.  And  be- 
cause tr-ansistors  ar-e  so 
much  smaller',  chips  can  be 
packed  with  10  to  20  times 
as  many  of  them  as  a 
decade  ago.  As  transistor-s 
continue  to  shr-ink,  pr*oducts 
will  soon  have  little  else 
but  a  micr-oprocessor,  some- 
times thr-owing  in  a  memo- 
r-y  chip  or  two.  So,  almost 
all  chipmakers  are  scram- 
bling to  get  in  on  the  action 
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in  microprocessors.  Without  a  brain  chip, 
the  future  looks  bleak. 

LSI  Logic  has  invested  heavily  in  re- 
cent years,  getting  ready  for  one-chip 
systems.  Founded  in  1980  by  Wilfred  J. 
"Wilf  Corrigan,  a  British  immigrant 
who  worked  his  way  up  to  chief  exec- 
utive of  the  pioneering  Fairchild  Semi- 
conductor Corp.,  LSI  Logic  has  assem- 
bled a  design  library  of  various 
microprocessor  "cores"  plus  dozens  of 
other  modules.  These  can  be  mixed- 
and-matched  to  produce  a  different  chip 
tailored  for  each  specific  job.  Says  Hal- 
la:  "The  general-purpose,  standard- 
processor  concept  may  have  run  its 
course." 

Probably  the  most  radical  restart 
comes  from  MicroUnity  Systems  Engi- 
neering Inc.  in  Sunnyvale,  Calif.  The 
company  has  spent  the  past  seven 
years  reinventing  the  microprocessor. 
This  year,  it  plans  to  market  a  super- 
computer-on-a-chip  with  a  fundamen- 
tally new  "architecture"  that  can  cioinch 
multimedia  signals  with  dizzying  speed. 
This  "mediaprocessor"  will  use  parallel 
processing  on  a  single  chip  to  whiz 
through  streams  of  video,  sound,  and 
data  at  1,000  times  the  rate  of  today's 
brain  chips.  The  future  belongs  to 
mediaprocessors,  says  MicroUnity 
Chairman  John  Moussomis,  because  the 
Web's  soaring  populai-ity  proves  the  age 
of  computing  is  giving  way  to  a  new 
age  of  communications.  "The  PC  archi- 
tecture is  nearing  the  end  of  its  life 
cycle,"  he  asserts. 

"CRAY  ON  A  TRAY."  If  MicroUnity  de- 
livers on  its  promises,  its  chip  will  be 
not  only  blazingly  fast  but  also  inex- 
pensive enough  to  be  used  in  budget 
cellular  phones.  Moreover,  upgrading 
the  chips  will  be  cheaper  still:  Just  load 
the  chip  with  smarter  software.  That 
means  users  of  systems  built  around  a 
mediaprocessor  won't  be  trapped  on  a 
PC-style  treadmill,  where  new  hardware 
is  required  every  few  years  to  njn  the 
latest  software. 

Older  chipmakers  see  the  same  op- 
portunities. Take  the  TriMedia  chip  un- 
wi-apped  last  year  by  Philips  Semicon- 
ductors, the  chipmaking  unit  of  Dutch 
giant  Philips  Electronics.  It  can  process 
multimedia  signals  at  an  incredible  4 
billion  operations  a  second.  That's 
enough  to  choke  10  Pentiums.  Texas  In- 
struments Inc.  has  designed  a  similarly 
swift  chip.  Advanced  Rise  Machines 
Ltd.,  a  six-year-old  British  company,  is 
focusing  on  low  cost  instead  of  the  high- 
est performance  with  a  sub-$20  chip 
that  runs  Apple's  Newton,  3D0's  game 
player,  and  Oracle's  recently  announced 
$500  Network  Computer. 


Such  lickety-split  speed  and  nimble- 
ness  reflect  the  chips'  ability  to  skirt 
the  Wintel  (Windows/Intel)  hegemony. 
Since  Microsoft  compatibility  isn't  need- 
ed, the  chips  dispense  with  the  so-called 
complex  insti"uction-set  computing  (cisc) 
technology  pioneered  by  Intel  25  years 
ago.  Instead,  they  use  more  efficient 
methods,  such  as  reduced  instiuction- 
set  computing  (Rise). 

Upcoming  digital  videocUsk  (dvd)  sys- 
tems wall  all  rely  on  Rise  chips,  and 
DVD  promises  to  spark  a  buying  spree 
among  vcR  owners  who  want  the  supe- 
rior image  quality  of  today's  videodisk 
players  plus  the  ability  to  record  video 


has  dubbed  it  "a  Cray  on  a  trayl 
Yet  the  chips  wiW  be  so  cheap  th.l 
even  ordinary  objects  like  shoes  are  ge 
ting  prepped  for  silicon  smarts.  At  Mas 
achusetts  Institute  of  Technology's  Med 
Laboratory,  40  blue-chip  companies,  i 
eluding  AT&T,  Walt  Disney,  and  Nike,  a 
pumping  $5  million  annually  into  a  pre 
ect  dubbed  Things  That  Think.  The  go 
is  to  "educate'"  dumb  pr'oducts  for  an  I 
temet-worked  world  where  heels  ha^ 
chips  that  monitor  the  news  in  signa 
flowing  through  carpets — and  alar 
clocks  will  know,  fi'om  checking  your  di 
ital  calendai;  to  wake  you  an  houi"  earli^ 
when  you  have  a  dawn  flight  to  catch. 


(  ai;  the  PC  somehow  sw; 
low,  as  Grove  maintains,  sui 
emerging  concepts  as  S 
Microsystems'  Java  chips  ai 
software?  Java  chips  are  d 

generation  models  may  mate  has  more  power  signed  to  give  pocket-si; 
DVD  with  digital  satellite  ser-  than  was  USed  in  an  digital  pads  and  even  cellul; 
vice  and  software  for  surf- 


signals.  Thomson  Consumer 
Electronics  figures  millions 

of  DVD  systems  will  be  LSI's  Halla  says  its 

snapped  up  over  the  next 
three  years,  and  its  second- 


BLASTOFF 


PlayStation  chip 


ing  the  Internet. 

To  make  its  TVs  smarter. 
Philips  plans  to  use  the  Rise  design 
from  Silicon  Graphics'  mips  Technolo- 
gies unit.  Philips'  digital  TVs  will  en- 
able sports  fans  to  summon  their  own 
instant  replays  from  images  stored  on 
memory  chips.  And  cable  tv's  next-gen- 
eration set-top  boxes  will  link  home 
screens  to  online  data  banks  brimming 
wdth  movies,  travel  guides,  and  assort- 
ed digital  paraphernalia.  Tapping  these 
services  in  a  way  that  won't  intimidate 
PC-phobic  couch  potatoes  will  require 
extremely  smart  chips.  In  fact,  tomor- 
row's set-top  box  will  be  stuffed  with  so 
many  transistors  that  John  C.  Malone 
of  cable  giant  Tele-Communications  Inc. 


Apollo  moon  shot 


phones  the  ability  to  run  r 
mote  Java-software  pri 
grams  stored  anywhere  c 
the  Internet.  MicroUnity's  Moussour 
doesn't  think  the  PC  can  win  it  all:  "TI 
communications  world  is  going 
change  a  lot  of  the  rules  of  the  game 
he  says. 

What's  for  sure  is  that  future  sy 
tems  will  deal  vrith  vision  and  sour 
just  as  adroitly  as  Intel's  fastest  Pei 
tium  handles  data.  And  that's  going  l 
yield  a  bumper  crop  of  smart  produc 
so  people-fr'iendly  that  vcrs  and  P( 
with  infur'iatingly  obtuse  controls  w 
be  remembered  as  curmudgeon) 
anachronisms 

By  Robert  D.  Hof  in  San  Francisc 
with  Otis  Port  in  New  York 
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We  have  the  systems  that  are 
the  solution. 

The  Corporate  Line  from  Canon. 

A  company-wide  meeting.  Last  minute 
changes.  Fast  turnaround  is  critical. 
So  what's  your  system?  The  Corporate 
Line  of  high-volume  copiers  from  Canon. 

In  today's  fast-paced  business  envi- 
ronment, you  need  the  most  advanced 
systems  to  simplify  your  operation. 
That's  where  The  Corporate  Line 
comes  in.  Our  high  performance 
copiers  and  copier/duplicators  give 
you  the  power  and  speed  you  need  in 
a  central  reproduction  environment. 
And  yet  they're  so  user-friendly,  they 
can  be  utilized  as  walk-up  copiers.  Plus, 
with  superior  image  quality  and 
finishing  capabilities,  you'll  see  the 
impact  our  Corporate  Line  copiers  can 
make  on  your  productivity  -  immediately. 

And  no  matter  which  Corporate 
Lme  copier  you  choose,  you  can 
expect  the  reliability  and  durability  that 
has  made  Canon  the  industry  leader 
forthe  last  1 3  years.  Each  machine  is 
specifically  designed  to  maximize  your 
company's  productivity  and  efficiency. 

So  for  high-volume  document 
processing,  there's  no  debate  -  we 
have  the  systems  that  are  the 
solution.  The  Corporate  Line  of 
high-volume  copiers.  Just  call 
1-800-OK-CANON  for  more  infor- 
mation. Or  visit  us  on  the  Web  at 
http://www.usa.canon.com 

Canon 


SIEMENS 

1895.  That  was  then. 


Working  in  a  small  laboratory,  Wilhelm  Roentgen  made  the  world's  first  x-ray 
images.  Working  with  him,  Siemens  patented  and  manufactured  its  first  x-ray 
tubes  in  1896. 


®  Siemens  Corporation  1996 


1996.  This  is  now. 


This  modern  magnetic  resonance  image  lets  doctors  see  into  the  human  body 
more  clearly  than  ever  before.  It  is  a  product  of  years  of  Siemens  investment 
in  research  and  development.  Happily,  you  don't  have  to  be  a  scientist  to 
appreciate  the  results.  Doctors,  hospitals  and  clinics  throughout  America  are 
giving  their  patients  better  care  because  of  Siemens  advances  in  many  forms 
of  diagnostic  imaging,  including  ultrasound,  magnetic  resonance,  nuclear 
imaging  and  computed  tomography.  And  that's  the  kind  of  results  we  can  all 
feel  good  about  Siemens.  Precision  Thinking. 


For  more  information,  write  for  Siemens  '96.  Box  8003AP,  Trenton,  New  Jersey  08650 

Automation      Automotive  Electronics      Electronic  Components      Energy      Information  Systems 
Lighting  Systems       Medical  Systems       Power  Generation       Telecommunications  Transportation 


Visit  our  web  site  at  www  siemens.com  on  the  Internet 
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CAN  INTEL  KEEP  THE  PC  ALL-POWERFUL? 


Willisville  promises  to  be  a  popu- 
lar destination  on  the  World 
Wide  Web  when  it  opens  to  the 
public  late  this  year.  It  is  a  virtual-re- 
ality community  that  blends  film, 
video  games,  and  chat  lines  to  create 
savvy  and  responsive  fictional  cyber- 
residents.  Visiting  Net  suifei-s  may 
vi^onder  whether  they 
are  talking  to  computer 
characters  or  real  peo- 
ple. At  least  that's  the 
hope  of  Hollywood  mul- 
timedia artists  Allee 
Willis  and  Prudence 
Fenton. 

Don't  expect  a  WiUis- 
viUe  cartridge  for  video- 
game players  from  Nin- 
tendo, Sega,  or  Sony. 
Only  a  PC  has  the  re- 
sources to  run  the  many 
elaborate  programs  that 
make  Willisville  come 
aUve. 

That  is  a  message  In- 
tel Chief  Executive  An- 
drew S.  Grove  hopes 
win  come  through  loud 
and  clear.  Intel  Coi-p. 
provided  the  seed  funding  for 
Willisville  to  underscore  that  pes  can 
offer  much  more  than  emerging  com- 
petitors such  as  PlayStation.  Grove 
isn't  running  scared,  but  he's  not 
standing  still,  either.  In  July,  Intel  and 
Hollywood's  Creative  Artists  Agency 
Inc.  will  open  a  center  aimed  at  accel- 
erating development  of  PC-based  en- 
tertainment softwai'e.  Intel  aims  to 
convince  movie  studios  and  software 
companies — dozens  of  which  Intel  is 
backing  with  money  or  equipment — 
that  the  PC  is  the  premier  multimedia 
vehicle.  And  Intel  is  investing  in  a 
portfolio  of  new  technologies  to  super- 
chai-ge  futui-e  PCs.  The  sUicon  dreams 
of  many  other  chipmakers,  says 
Grove,  are  going  to  end  up  as  little 
more  than  "intellectual  machinations." 
NEW  PATHWAY.  That  will  happen  only 
if  Intel  can  reinvent  the  14-year-old 
IBM  PC  (table).  One  probleiiri  the  com- 
pany has  addressed  is  the  often 
painful  experience  of  attaching  .speedy 
new  gadgets  to  a  PC.  The  problem  ex- 
ists because  there  are  different,  in- 
compatible connectors  for  monitors, 
CD-ROM  drives,  and  modems.  But  with 
Intel's  new  Universal  Serial  Bus,  aU 


peripherals  use  the  same  plugs.  More- 
over, the  bus,  or  pathway,  can  shuttle 
data  among  devices  100  times  faster 
than  today's  connections. 

To  speed  multimedia  data  inside 
the  PC,  Intel  last  month  unveiled  its 
Accelerated  Graphics  Port,  which  by- 
passes a  common  traffic  jam  between 


the  Pentium  and  graphics  chips.  It 
win  show  up  in  next  year's  PCs.  By 
yearend,  the  company  expects  its 
chips  will  double  their  multimedia-pro- 
cessing hustle,  thanks  to  a  set  of  spe- 
cial Pentium  instructions  dubbed  MMX. 
"We're  trying  to  eliminate  the  bottle- 
necks," says  Michael  A.  Aymar,  vice- 
CEO  GROVE:  Enlisting 
allies  in  Hollywood 


SUPERCHARGING  THE  PC 

Tb  keep  PCs  at  the  hub  of  things 
digital,  Intel  is  promoting  new 
applications.  Here  are  a  few: 

•  The  Universal  Serial  Bus 
(USB),  due  this  year,  makes  con- 
necting peripherals  a  snap — and 
speeds  data  flow  a  hundredfold 

•  "Intercast"  plug-in  cards,  due 
this  year,  will  simultaneously  re- 
ceive TV  pictures,  and,  in  the 
blank  spaces  of  TV  signals,  Web 
pages  and  text 

•  Investments  in  multimedia 
startups,  and  software  being 
developed  by  Intel  and  the  Cre- 
ative Artists  Agency  at  a  Beverly 
Hills  lab,  will  help  assure  a 
steady  flow  of  games  and  other 
new  programs 

•  Special  new  microprocessor 
instruction  codes,  dubbed  MMX, 
will  boost  the  graphics-processing 
power  of  future  Pentium  chips 


president  of  Intel's 
Desktop  Pi'oducts 
Group. 

Intel  also  wants  to 
make  the  PC  a  better 
communicator.  The  com- 
pany is  working  with 
makers  of  cable 
modems  to  speed  Web 
browsing.  It  is  market- 
ing its  ovm  add-in  cards 
that  gi'ease  the  flow  of 
data  on  coiporate  net- 
works. And  it's  working 
on  new  network  stan- 
dards to  speed  video 
transmission. 

To  complete  the  PC's 
transfonnation  into  a  universal  infor- 
mation appliance,  Intel  is  adding  nov- 
el multimedia  capabilities  such  as  In- 
tercast. This  is  a  plug-in  board  that 
plucks  TV  signals  fi'om  broadcast  or 
cable — along  with  related  Web  pages 
transmitted  in  unused  sUces  of  the  TV 
signal.  So  viewers  can  check  Los  An- 
geles Dodgers  catcher  Mike  Piazza's 
stats  while  watching  him  bat. 

Intel  has  many  believers.  Says 
Mark  C.  Melliar-Smith,  chief  technolo- 
gy officer  at  at&t  Microelectronics: 
"The  PC  will  have  the  master's  posi- 
tion in  tomon-ow's  homes,"  and  the 
fancy  new  gizmos  will  be  its  slaves. 
The  PC's  adaptability  and  power  will 
always  keep  it  on  top,  says  Grove:  "I 
don't  see  anything  [else]  that's  likely 
to  take  off  in  big  volumes." 

Even  if  no  one  product  is  an  immi- 
nent threat  to  the  PC,  the  cumulative 
effects  of  several  different  systems 
could  be  pov/erful.  Combine  cable-w 
boxes  that  can  surf  the  Web  with 
videophones  that  can  hook  up  to  the 
Internet,  for  example,  and  you  can 
see  why  Grove  has  to  keep  running. 

By  Robert  D.  Hof  in 
Santa  Clara,  Calif. 
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franklin  growth  fund 

Time  Can  Be  Your  Most 
Valuable  Asset 

■ 

■  Long-term  financial  goals,  like  retirement, 
college  for  your  children  or  a  second  home, 
require  long-range  planning.  The  Franklin 
Growth  Fund  cannot  guarantee  you  will 
meet  those  goals,  but  it  is  designed  to  pro- 
vide long-term  capital  appreciation.  Its 
professional  management  team  seeks  to 
invest  in  the  securities  of  America's  estab- 
lished and  emerging  growth  compjinies,  and 
constantly  monitors  current  holdings  to 
evaluate  new  possibilities. 

■  Since  1948,  the  Franklin  Growth  Fund  has 
been  helping  investors  by  offering: 

Capital  Appreciation  Potential 
Wide  Diversification 
Professional  Management 

■  To  help  you  better  understand  the  basics  of 
investing,  request  a  copy  of  the  Franklin 
Templeton  Guide  to  Understanding 
Mutual  Funds. 

■  Call  your  investment  representative  or 
Franklin  today  for  a  free  brochure. 

Franklin  Templeton  Distributors,  Inc. 


YES!  I  would  like  a  free  prospectus  containing  more  complete  information  on  the 
Franklin  Growth  Fund,  including  sales  charges  and  expenses.  I  will  read  it  carefully 
before  I  invest  or  send  money. 

□  I  am  currendy  a  Franklin  shareholder. 


Name 


Address 


City/State/Zip 


F  K  A\  NJ  K  I IJ  NJ 

777  Mariners  Island  Boulevard 
San  Mateo,  CA  94404-1585 


A    Member   of   the   $140    Billion    Franklin   Templeton  Group 


I 
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.v/0  onlookers  noticed  that  Bildman,  ex- 
'emely  drunk,  was  running  his  hands  along 
tr  back  and  nibbling  at  her  neck. 


Senior  Astra  executives  acknowledge  that 
BUSINESS  week's  investigation  sparked  the 
abrupt  action.  Although  Bildman  had  told  . 


.^uciaeniy,  zortman  rushed  into  a  nearby 
■st  room.  Sobbing,  she  told  other  women 
lere  that  Bildman  had  tried  to  kiss  her. 
)rtman,  who  had  worked  at  the  company 
ss  than  a  year,  apparently  didn't  get  much 
^mpathy  from  two  longtime  female  man- 
ers  present.  According  to  accounts  Zortman 
Ler  gave  to  two  sources,  the  women  told 
r,  in  effect:  "That's  the  way  it  is  at  Astra, 
d  you'd  better  get  used  to  it." 
Not  anymore.  On  Apr.  29,  as  business 
^EK  was  about  to  publish  the  results  of  a 
crmonth  investigation  into  allegations  of 
mpant  sexual  harassment  at  Astra,  Bildman 
IS  suspended  and  relieved  of  his  responsi- 
ities  by  Astra's  parent,  giant  Swedish  drug- 
iker  Astra  ab.  The  parent  company  ap- 
inted  one  of  its  most  senior  executives, 
n  Larsson,  to  replace  Bildman  and  hired 
tside  counsel  to  perform  a  thorough  probe. 


superiors  about  the  investigation  months 
ago,  Carl-Gustav  Johansson,  a  member  of 
Swedish  Astra's  executive  committee,  says 
the  company  was  unaware  of  the  full  scope 
of  the  allegations  until  it  received  a  lengthy 
letter  from  business  week  on  Apr.  19.  "We 
hadn't  heard  anything  this  detailed— and 
certainly  not  that  Mr  Bildman  himself  was 
the  focus"  of  some  allegations,  says  Johans- 
son. Refusing  further  comment  on  Astra's 
own  preliminary  inquiries— which  also  now 
mclude  allegations  of  minor  financial  impro- 
prieties by  Bildman— Johansson  says  Astra 
suspended  its  U.S.  ceo  because  "we  lost 
some  trust  in  him." 

The  business  week  investigation,  which 
involved  interviews  with  more  than  70  former 
and  current  employees,  uncovered  a  disturb- 
ing pattern  of  complaints  during  much  of 
Bildman's  15-year  tenure  as  ceo  of  Astra 
USA.  business  week  found  a  dozen  cases  of 
women  who  claimed  they  were  either  fon- 
dled or  solicited  for  sexual  favors  by  Bildman 
or  other  executives.  Many  women  described 
evenings  in  which  they  were  expected  to  es- 
cort senior  executives  to  bars  and  dancing 
clubs.  Others  received  frequent  invitations 
to  join  the  often  inebriated  managers  in  their 
hotel  suites  for  more  intimate  late-night  gath- 
erings. Until  recently,  company  parties  were 
raucous  affairs  at  which  heavy  drinking  and 
dancing  were  virtually  mandated.  "Guys  were 
encouraged  to  get  as  drunk  as  they  could— 
and  do  whatever  they  could  to  the  women,"  ■ 
recalls  Kimberley  A.  Cote,  a  former  Astra 
sales  rep  who  obtained  an  out-of-court  set^ 
tlement  of  harassment  charges  in  1994.  "If 
they  felt  like  grabbing  a  woman  by  the  boob 
or  by  the  ass,  that  was  0.  K." 
jEven  many  male  employees  were  apj^alled.. 


^  r^ven  many  male  employees  were  appalled. 
'I've  never  seen  anything  as  blatant  and  un- 
toward," says  Mashaan  Guy,  an  Astra  rep 
who  quit  in  1992  because  he  disliked  the 
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culture.  Adds  David  G.  Thurston,  a  respected  district  sales  man- 
ager who  quit  last  September  in  disgust:  "If  ever  there  vi^as  a 
company  w^here  sexual  harassment  was  rampant,  this  is  it." 

BUdman  and  other  senior  managers  at  Astra  usA  did  not  re- 
spond to  BUSINESS  week's  repeated  requests  for  interviews 
over  the  course  of  two  weeks.  On  May  1,  as  the  article  was 
going  to  press,  Bildman  categorically  denied  the  allegations  in 
a  written  statement.  An  attorney  for  Bildman  claimed  his 

client  hadn't  had 
enough  time  to  re- 
spond. In  a  prelimi- 
nary interview  one 
week  before  Bildman's  suspension,  Astra  USA  General  Counsel 
Charles  E.  Yon  and  national  sales  manager  Robert  Vogel  ve- 
hemently denied  the  allegations  of  excessive  drinking  and 
widespread  sexual  harassment.  Yon  refused,  however,  to  talk 
about  complaints  that  had  been  settled,  and  he  declined  to  re- 
spond to  numerous  specific  allegations.  Now,  as  executives 
from  Sweden  take  charge  of  the  investigation,  Johansson  says 
he  cannot  comment  on  whether  earlier  denials  still  stand. 

Some  of  the  individual  allegations  may  be  difficult  to  prove 
conclusively.  That's  the  nature  of  sexual  harassment,  which  is 
partly  a  question  of  perception:  What  one  woman  might  be- 
heve  is  harmless  fun,  another  might  find  grossly  offensive. 
Plus,  some  of  the  incidents  took  place  with  just  the  supposed 
harasser  and  his  accuser  present.  But  in  many  cases,  the  al- 
leged harassment  at  Astra  was  witnessed  by  more  than  one 
pei*son  or  experienced  by  more  than  one  woman  in  an  evening. 
And  the  sheer  number  of  complaints  centering  on  the  same 
male  executives,  as  well  as  the  viidely  held  view  among  both 
current  and  former  employees  that  the  environment  was  gen- 
erally hostile  to  women,  suggests  Astra  has  a  serious  problem. 

The  Astra  example  comes  on  the  heels  of  the  sexual-ha- 
rassment scandal  at  the  Normal  (111.)  factory  of  Mitsubishi 
Motor  Manufacturing  of  America  Inc.  There,  1.5  women  allege 
they  were  groped  and  :  ibjected  to  demeaning  and  offen- 
sive comments.  The  Equ  il  Employment  Opportunity  Com- 
mission, which  brought  its  ^  irgest  suit  of  this  kind  against  the 
company,  alleges  Mitsubish  did  not  respond  to  the  repeated 
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complaints.  Mitsubishi  denies  wi-ongdoing  and,  at  least  initiall;, 
mounted  an  aggressive  pubHc-relations  campaign  designe 
to  show  that  its  employees  disputed  the  eeoc's  charges 

While  Mitsubishi  and  Astra  are  extraordinary  for  th 
breadth  and  depth  of  their  problems,  many  companies  ar 
stniggling  vnth  sexual  harassment  claims.  Since  the  issu 
bui'st  upon  the  public's  awareness  four  years  ago  with  Anit 
Hill's  challenges  at  Clarence  Thomas'  confirmation  hearingi 
complaints  to  the  EEOC  have  more  than  doubled — to  15,54J 
while  monetary  awards  have  more  than  tripled  (page  98).  I 
response,  many  employers  have  introduced  sensitivity  trair 
ing  and  instituted  clear  policies  for  handhng  complaints.  in 

What  is  sexual  hai-assment,  exactly?  eeoc  guidelines  defin  m 
it  as  "unwelcome"  sexual  attention  in  the  workplace.  At  th  li 
extreme,  that  means  the  demand  or  hint  that  job  benefits  wi  k 
be  gained  in  return  for  favors.  But  federal  law  also  ban 
any  conduct  that  creates  "an  intimidating,  hostile,  or  offensiv 
working  environment." 

TRICKLE  DOWN.  What  is  especially  disturbing  about  Astra  is  th 
way  the  alleged  harassment  emanated  from  the  top — the 
coursed  its  way  down  through  the  organization.  Legions  ( 
women  who  felt  embarrassed  and  angry  nonetheless  conforme 
to  an  unacceptable  standard  of  behavior  set  by  the  subsidiary 
very  own  ceo.  So,  too,  did  their  male  colleagues,  many 
whom  later  said  they  also  considered  Astra's  conduct  offensiv 
As  the  Astra  case  suggests,  few  people  have  the  fortitud 
or  the  financial  wherevdthal  to  blow  the  proverbial  whistl 
Some  Astra  employees  were  daunted  by  the  prospect  of  tal 
ing  on  a  deep-pocketed  corporation — especially  since  thos 
who  did  complain  allege  they  were  targeted  for  retahatioi 
Economic  need  meant  others  put  up  with  behavior  they  fe 
was  degrading.  Many  of  those  interviewed  also  said  the 
feared  complaints  would  only  result  in  a  reputation  as 
troublemaker — something  that  would  haunt  them  in  the  jc 
market.  "If  another  pharmaceutical  company  knows  you're 
volved  in  something  like  that,  your  chances  of  being  hired  ar 
shm,"  says  Mary  Ann  Lowe,  a  fonner  rep  who  left  in  199 
"Plus,  it's  very  personal.  Nobody  wants  to  go  public  with  sej 
ual  harassment.  You  know  that  if  it  ever  went  to  trial,  you' 
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e  on  trial,  not  the  harasser."  With  the  alleged  harassment 
anctioned  at  the  top,  many  women  who  felt  harassed — and 
ue  men  who  sympathized  with  them — simply  quit. 

Where  were  the  legal  deterrents?  Former  employees  say 
lat  in  many  cases  where  women  with  evidence  of  harassment 
r  retahation  threatened  suits,  Astra  settled  to  avoid  legal 
inction.  It  has  paid  cash  sums  ranging  from  $20,000  to  about 
100,000  to  five  women  that  business  week  knows  of.  In  re- 
am, those  women  agreed  to  keep  silent.  "When  women 
'on't  back  off,  they  pay  them  of{,"  says  former  district  man- 
ger Thurston.  As  a  result,  for  the  executives  charged  with 
arassment,  there  was  no  real  penalty.  Worse,  they  appear  to 
ave  used  shareholder  funds  to  protect  themselves. 

Yon  denies  that  Astra  paid  off  women  in  exchange  for  their 
ilence.  Astra  says  there  have  been  only  a  few  settlements,  and 


that  the  majority  of  the  claims  came  from  people  tired  foi-  poor 
perfoimance.  Though  it  says  most  of  the  claims  were  baseless, 
it  insists  the  settlements  were  made  piimaiHy  to  avoid  costly 
litigation.  From  the  outside,  Astra  appeai-s  to  have  a  clean 
record.  The  company  says  it  has  won  the  only  hai-assment  case 
to  go  to  a  jury,  and  there's  only  one  serious  complaint  in 
Massachusetts  files  since  1990.  As  for  the  eeoc,  Astra  says  it 
has  faced  just  four  claims,  two  of  which  are  pending. 
MILITARISTIC.  Insiders  ascribe  much  of  the  responsibihty  for 
the  harassing  environment  to  Bildman,  a  22-year  Astra  vet- 
eran. The  Swedish-bom  executive  has  run  the  U.  S.  ami  since 
the  early  1980s  and  is  credited  with  its  financial  success. 
"He's  a  very  disciplined,  goal-oriented  guy,"  says  Stefan 
Solvell,  Astra  usa's  No.  2  executive  for  years  until  he  quit  to 
mn  another  company  last  yeai'.  With  campuslike  headquailers 
in  the  Boston  subui'b  of  Westborough, 
Mass.,  the  company  has  gi-own  to  1,500 
employees  and  $323  million  in  revenues. 
Its  products  include  the  local  anesthetic 
Xylocaine  and  the  allergy  medication 
Rhinocort.  A  hot  new  asthma  dmg,  Pul- 
micort,  is  expected  to  hit  the  market 
soon.  Bildman's  bosses  in  Sweden,  mean- 
while, have  also  engineered  fast  gi-owth: 
Parent  Astra  had  $5.3  billion  in  sales 
last  year,  triple  that  of  1991. 

Lanky,  with  longish  hair,  a  shaggy 
mustache,  and  piercing  eyes,  Bildman  is 
a  charismatic,  if  somewhat  quii'ky,  leader. 
He  favors  suits  in  unusual  colors:  pui-ple, 
coral,  or  traffic-cone  orange.  Those 
who've  worked  for  him  describe  Bild- 
man as  obsessed  with  youth,  beauty,  and 
health.  He  also  has  a  taste  for  the  high 
life.  According  to  Massachusetts  records, 

DENIAL:  Feulner,  with  former  sales 
rep  Webb,  says  he  "ne  ver  grabbed 
any  woman . .  .by  the  buttocks" 
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among  his  six  vehicles 
are  a  1967  Lamborghini 
Miura  and  a  1967  Fer- 
rari GT.  Married,  with 
children,  insiders  say 
he's  a  connoisseur  of 

caviar,  fine  wine,  and  Dom  Perignon  champagne. 

Inside  Astra,  say  many  sources,  Bildman  was 
an  autocrat.  He  estabHshed  a  rigid,  almost  mili- 
taristic atmosphere  at  Astra's  stark  offices.  Most 
staffers  were  required  to  go  to  lunch  at  precisely 
the  same  time  every  day  and  had  to  get  peiTnis- 
sion  to  hang  anything  personal  on  their  cubicle 
walls.  Another  oddity:  All  but  the  highest-ranking 
executives  had  to  use  one  centralized  fax  number, 
and  many  former  insiders  say  Bildman  received 
copies  of  all  incoming  and  outgoing  messages.  "He 
has  total  control  of  the  company;  everybody's 
afraid  of  him,"  says  a  fomner  manager  who  left  on 
good  terms  two  years  ago. 

Numerous  sources  say  Bildman  would  exercise 
power  in  capricious  ways.  At  one  meeting,  re- 
calls a  sales  rep,  Bildman  didn't  like  the  suit  a 
high-ranking  executive  was  wearing  and  told  him 
to  change  it.  The  executive  quickly  obUged.  Bild- 
man insisted  on  other  unusual  i-ules  about  attire, 
including  one  mandating  that  an  Astra  pin  had  to 
be  worn  at  all  company  functions.  People  who 
forgot  their  pins  were  severely  reprimanded.  "I 
used  to  can-y  extra  pins  around,"  says  a  forTner 
manager.  "The  feai'  got  so  out  of  hand  that  1  recall 
at  least  six  times  that  I  gave  somebody  an  extra 
pin  and  they  were  literally  shaken  by  the  fact 
that  they  had  lost  theirs." 

ASTRA  WAY.  To  fuel  its  fast  gi'owth,  Astra  has 
hired  hundreds  of  young  salespeople,  both  men 
and  women,  since  the  late  1980s.  For  female  re- 
cruits, say  numerous  sources,  appearance  seemed  inordi- 
nately important.  One  male  sales  rep  who  quit  early  this 
year  recalls  being  asked  by  two  senior  male  managers  to  help 
persuade  a  wavering  candidate  to  join  the  company.  "They 
told  me  in  no  uncertain  ter-ms  why  they  wanted  her  hired — 
because  she  was  extremely  attractive,"  he  says.  Another  ex- 
manager  recalls  George  Roadman,  a  vice-president  then  lim- 
ning Astra's  fastest-growing  unit,  rejecting  an  unattractive 
candidate  by  saying:  "We're  not  hii-ing  her.  I  can't  see  me  sit- 
ting at  a  bar  having  a  drink  with  her."  In  an  intei^view  before 
Bildman's  suspension,  Vogel,  Astra's  national  sales  manager, 
denied  that  looks  played  any  role  in  selection.  Roadman,  in  a 
written  statement,  denied  allegations  that  he  had  behaved  in- 
appropriately. He  said  he  did  have  a  drinking  problem  but 
that  he  had  gone  for  voluntary  counseling  and  had  not  con- 
sumed alcohol  at  Astra  functions  since  1994. 

To  many  recioiits,  the  job  was  a  dream  come  true.  Selling 
phaiTTiaceuticals  is  a  high-paying,  much-sought-after  profession. 
Starting  at  $35,000,  plus  a  car  and  hefty  bonuses,  compensa- 
tion at  Astra  was  better  than  at  most  rivals.  But  before  go- 
ing out  into  the  field,  newly  hii'ed  reps — few  of  whom  had  pri- 
or pharmaceutical  experience — attended  Astra's  rigorous 
nine-week  training  course,  which  included  in-depth  sales  in- 
struction as  well  as  subjects  such  as  anatomy  and  physiology. 
Tr-ainees  had  to  study  hard  and  were  tested  often. 

The  training  also  offered  an  immersion  in  Astra's  unique 
culture,  known  as  the  Astra  Way.  Each  class  of  up  to  100  peo- 
ple was  billeted  for  the  entire  nine  weeks  at  the  Westborough 
Mannott  near  Astra  headquarters.  The  company  paid  for 
just  one  plane  ticket  home  and  discoui'aged  ti^ainees  from  tak- 
ing other  trips  or  receiving  visitors.  Trainees  soon  leamed 
that  the  Astra  Way  included  a  rigid  set  of  lules  covering 
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everything  from  sales  techniques — presentations  had  to  be 
memorized  and  delivered  to  doctors  vii-tually  by  rote — 1(  mi 
acceptable  casual  dress.  (No  jeans.  No  shorts.  Socks  re-  liii 
quired.)  Some  rules  seemed  petty.  Others  added  polish  to  th(  iii 
new  recruits.  Ti'ainees  were  taught  how  to  hold  their  sil-fai 
ver-ware  European  style  and  how  to  drink  wine. 

Dozens  of  sources  who  went  thi'ough  the  ti'aining  describe 
it  as  all-encompassing — and  isolating.  Cut  off  fi'om  familj 
and  friends  and  frequently  r-eprimanded  if  they  didn't  adapl  fif 
fast  to  the  extensive  new  roiles,  many  say  Astra's  trainin| 
bor"e  more  than  a  passing  r-esemblance  to  military  basic  tr-ain- 
ing.  Some  new  recrnoits  were  even  maiThed  around  the  build- 
ing in  sweats  for  a  day,  as  managers  dressed  in  fatigues 
bai'ked  questions.  Those  who  flubbed  the  answers  had  to  d( 
push-ups.  Others  add  it  was  almost  like  a  cult.  "They  tell  yoi  ire, 
how  to  eat,  drink,  and  sleep,"  says  Kristina  K.  Bell,  an  Astrs  jtf 
rep  who  quit  last  year.  "It  was  a  very  controlling,  domi 
neering  atmosphere — Hke  Astra  owned  me." 
OPEN-BAR  NIGHTS.  Socializing  also  appeared  to  play  a  key  rol( 
in  the  Astra  Way.  Over  and  over,  recruits  wer-e  told  that  t( 
succeed,  they  had  to  play  hard  as  well  as  work  hard.  "Wori  lij 
eight  hours,  play  eight  hours,  sleep  eight  hours,"  was 
phrase  Bildman  and  other  top  managers  frequently  used 
"Part  of  being  a  successful  r-ep  is  to  be  with  your  cus 
tomei-s — and  not  just  nine  to  five,"  explains  Solvell,  the  forTnei 
No.  2.  "It  means  entertaining." 

Of  com-se,  good  social  skills  ar'e  key  to  many  sales  jobs.  Bu 
at  the  open-bar  nights  that  managers  would  host  three  oi 
four  nights  a  week,  the  social  skills  of  attr-active  womei 
drew  most  of  the  attention.  "Upper  management  was  barelj 
paying  attention  to  the  male  students,  but  they  were  al 
over  the  female  students,"  says  Kendra  Kurz,  a  1993  trainee 
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ho  left  Astra  a  year  later.  Yon  and  Vogel  deny  that  social- 
ing  or  drinking  played  an  inappropriate  role  at  Astra. 
Nevertheless,  trainees  from  four  different  classes  say  the 
ir  nights  were  common — and  that  Bildman  and  Roadman 
ere  frequent  revelers.  "Bildman  would  sit  in  on  meetings," 
(calls  one  former  rep  who  left  in  1993  because  of  the  envi- 
inment.  "He'd  go  to  the  bai'  afterwai'ds,  when  everybody  else 
ent."  Numerous  others  say  Roadman  would  often  stay  at  the 
ir  until  late  at  night — and  pressure  others  to  do  the  same. 
\CE  MATTERS.  Frequently,  Roadman  and  other  managers 
ould  call  female  trainees  in  their-  rooms  to  ask  them  down  to 
le  ban  Such  invitations  were  hard  to  refuse.  According  to 
jrrance  Leahy,  who  recently  retired  after  years  as  Astra's 
rector  of  training,  roughly  15%  of  new  reciuits  were  fii-ed 
mng  training.  Participants  say  they  were  repeatedly  told 
lat  social  skills  were  key  to  evaluations.  Moreover,  the  man- 
ners hanging  out  in  the  bar  could  make  the  difference  be- 
i^een  being  assigned  to  San  Francisco  or  Fargo,  N.  D.  "You 
id  to  go  to  the  bar,"  says  a  female  rep  still  with  the  com- 
my.  Adds  another  who  quit  Astra  last  year:  "They  would 
;e  their  power  and  authority  to  make  you  think  you  didn't 
ive  a  job  if  you  didn't  go  along." 

Trainees  say  they  were  often  offended  by  what  went  on 
)WT\  in  the  bar.  Lelia  Bush,  a  black  woman  who  trained  in 
te  1992,  says  that  Roadman  called  her  in  her  room  several 
mes  inviting  her  to  join  him  at  the  bar.  She  and  another 
ack  ex-rep,  Cordeha  E.  Webb,  who  has  also  filed  an  eeoc 
implaint,  claim  Roadman  liked  to  talk  about  racial  differences 

sexuality.  "He  said  black  women  were  stallions  compared  to 
hite  women,  sexually,"  Bush  alleges.  "He  said  he  was  a 
ack  man  in  a  white  man's  body."  Both  women  were  termi- 
ited  in  circumstances  that  are  under  dispute. 
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Upstairs,  the  drinking  and  dancing  continued.  "I  didn't 
feel  I  could  say  no,"  Bell  says.  Bildman  was  dancing  "way  too 
close,"  she  alleges,  and  kept  steering  her  near  the  bed.  When 
Bildman  remarked  that  she  seemed  tense,  she  told  him  she 
was  uncomfortable.  Bildman 's  alleged  response:  "We're  very 
open  here  at  Astra." 
After  she  escaped  to 
the  couch.  Bell  alleges 
Bildman  came  and 
"put  his  amis  around  me,  pulling  me  toward  him.  I  kept 
thinking:  'He's  the  president  of  the  company.  Is  there  any  way 
to  get  out  of  this  discreetly?' " 

Not  long  after.  Bell  moved  to  her  new  territory  in  Cincin- 
nati. At  her  fii-st  meeting  with  her  new  manager,  Thurston, 
she  started  ciying  and  told  him  the  entire  story.  He  filed  a 
fomal  harassment  complaint  on  her  behalf.  Astra's  Yon  says 
the  company  investigated  and  concluded  that  Bell's  claim 
had  no  merit.  The  investigation,  he  says,  involved  taking 
sworn  statements  from  the  other  five  trainees.  "The  other 
five,"  he  says,  "swore  that  they  saw  nothing  inappropriate, 
nothing  offensive." 

But  the  way  in  which  Astra  seemingly  conducted  its  inves- 
tigation i-aises  questions.  For  one  thing,  Bildman  got  dii'ectly  in- 
volved. Not  long  after  Bell  filed  her  complaint,  she  says  Bild- 
man called  her  at  her  hotel.  Lars  was  veiy  concerned  about 
that  night,"  Bell  recalls.  "He  asked  me:  'Did  I  feel  my  job  was 
in  jeopardy?  Did  I  feel  pressui'ed?' "  Bell  says  that  Bildman 
even  told  her  not  to  tell  Thui-ston  he  had  called.  It  was  clear, 
Bell  says,  that  Bildman  "was  tiying  to  covei"  himself." 

At  a  national  sales  meeting  soon  after,  Kiu'z  was  called  out 
of  a  meeting  and  ushei'ed  into  Bildman's  penthouse  hotel  suite. 
"It  was  veiy  intimidating,"  she  recalls,  "just  me  and  Lars." 


des  visiting  from  headquarters  got  involved,  too 


Bildman,  Roadman,  and  other  managers  would  also  invite 
omen  out  on  the  tovra  foi-  more  intimate  excursions.  Aftei- 
ibuffing  him  repeatedly,  Km-z  recalls  finally  agi-eeing  to  join 
ildman  when  he  organized  a  night  out  with  six  trainees — foiu* 
omen  and  two  men.  Also  joining  them  was  Edward  Aai-ons, 
senior  executive  in  charge  of  institutional  business.  After 
nner,  the  group  retired  to  a  darkly  lit  piano  bai', 
here  Bildman  ordered  up  dancing  and  Dom 
srignon.  Tr-ainee  Bell  remembers  it  as  a 
;ome-on"  bar,  "the  type  of  place  y 
here  you'd  meet  somebody, 
we  a  steamy  dance,  and 
)  home." 

As     the  party 
oved  to  a  raucous 
ghtclub.  Bell  remem- 
jrs  Aarons  "pawing 
e,"  and  alleges  that  both 
cecutives  were  "dancing 
iry  close  to  me.  I  kept 
linking:  'How  do  I  get  out  of 
lis?'"  she  says.  In  a  written 
atement,  Aarons  denied  that  he 
^er  hai"assed  any  women,  tenning 
ich  allegations  "completely  false." 

The  group  arrived  back  at  the 
^estborough  Marriott  after  2  a.m.  Al- 
lough  Bildman  lived  nearby,  he  had  tak- 
1  a  suite  for  the  night  and  wanted  everybody 
(  join  him.  "We  didn't  want  to  go  up,"  says 
ell.  "But  we  felt  we  should  make  an  appear 
ice."  Only  Kui'z  slipped  away. 


Dming  a  long  discussion,  she  says  Bildman  told  her  he  was  go- 
ing to  fii'e  somebody  else  who  had  vocally  pm'sued  a  separate 
harassment  complaint.  Then,  he  directed  her  into  another 
room  to  meet  Yon,  the  general  coimsel,  and  to  sign  an  affidavit 
about  the  dinner-and-dancing  evening.  The  affidavit,  Kurz 
says,  merely  stated  that  she  hadn't  been  harassed  by  Bildman 
himself  that  evening.  "They  were  very  cai'eful  in  the  questions 
they  asked,"  says  Kui"z,  who  felt  she  had 
no  choice  but  to  sign.  "It  was  clear  they 
were  tiying  to  protect  Lars." 

Few  women  protested  such  treatment 
'  f     dming  training.  Most  were  in  their  mid- 
20s,  and  Astra  was  their 


fii"st  01'  second  job  after 
college.  "People  were 
inexperienced,"  says 
Ann  Marie  Nowak,  who 
left  in  1991.  "They  don't 
really  know  what's  ap- 
propriate or  inappropri- 
ate in  a  business  setting." 

StUl  others  say  they  be- 
lieved complaining  would 
be  tantamount  to  quitting. 
Just  weeks  into  a  new  job, 
most  weren't  prepared  to 
do  so.  "I  kept  telling  myself: 
'The  training  is  only  for  two 
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Will  the 
business 


Internet  bring  an  end  to 
computing  as  we  know  it? 


Not  at  all.  It'll  simply  knock  down  the  walls  between  people,  between  departments,  even  between  companies. 

The  promise  of  the  Internet,  while  intoxicating  to  some,  is  threatening  to  others.  Because  along  with  the  unlimited 
access  and  opportunity  it  provides,  comes  the  need  for  new  strategies  and  new  technologies.  Happily,  you  may 
already  have  much  of  what  you  need  in  place.  And  to  help  you  incorporate  the  Internet  into  your  business  operations, 
Microsoft®  is  integrating  Internet  technology  across  much  of  its  product  line. 

Our  latest  generation  of  Windows®  operating  systems,  for  example,  have  Internet  "plumbing"  built  right  in. 
Together  with  Microsoft  Internet  Explorer,  our  free  web  browser  for  both  the  Windows  platform  and  the  Macintosh," 
they  let  employees  search,  read,  and  retrieve  information  wherever  it  resides. 

We've  also  made  it  easy  to  create  information  for  the  Internet.  Our  web  authoring  tools  look  and  act  much  the  same 
as  our  other  tools.  So  if  you  want  to  put  up  a  web  site  to  market  your  business,  your  guys  in  IS  won't  be  scratching 
their  heads  trying  to  learn  new  programming  languages.  And  once  your  site  is  up,  we  provide  everything  you  need  to 
keep  it  up  and  keep  outsiders  out.  We  can  even  show  you  how  to  make  sending  e-mail  over  the  Internet  as  secure  as 
sending  it  down  the  hall. 

Marketing  isn't  the  only  reason  to  have  a  web  site;  it's  also  an  incredibly  powerful  way  to  share  information  within 
your  company.  By  creating  an  internal  web  —  an  intranet  —  you  can  provide  employees  with  access  to  whatever 
information  they  need.  From  business  plans  to  HR  policies,  employees  can  find  what  they  want  quickly  and  intuitively. 
That's  because  the  latest  generation  of  Microsoft  Office  applications,  along  with  Internet  Assistants,  let  you  embed 
links  within  documents  to  tie  files  together  logically,  contextually.  So  there's  no  more  corporate  maze,  no  more 
corporate  run-around. 

Yes,  the  walls  are  coming  down,  but  it's  not  the  end  of  business  computing.  Just  the  next,  most  practical  evolution. 
To  see  how  easy  it  is  to  get  your  company  wired,  visit  http://www.microsoft.com/internet/gol4/ 


©  1996  Microsoft  Corporation.  All  rights  reserved.  Microsoft  and  Windows  are  registered  trademarks  and  Where  do  you  want  to  go  today?  is  a  trademarl<  of  Microsoft  Corporation. 
Macintosh  is  a  trademark  of  Apple  Computer.  Inc. 
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months,  and  then  I'll  be  out  in  the  field,' "  recalls  one  ex-rep. 

Of  course,  some  women  who  gave  top  execs  the  cold  shoul- 
der found  that  their  careers  did  not  suffer.  And  there  were 
others  who  openly  responded  to  the  attention  fi'om  senior 

managers.  Some  were 
naturally  flirtatious 
and  enjoyed  the  par- 
ty atmosphere.  A  few 
perhaps  hoped  to  improve  their  careers  in  the  age-old  tradi- 
tion of  the  casting  couch.  Inside  Astra,  these  women  be- 
came known  as  The  Chosen.  Long  after  training  was  over, 
they  were  frequently  seen  with  senior  managers  at  dinners 
and  other  coi-porate  functions.  Vogel  insists  that  reps  who  sat 
with  Bildman  were  chosen  "strictly  based  on  perfomiance." 

But  those  who  thought  the  harassment  would  end  with 
training  soon  found  they  were  mistaken.  For  each  of  its  two 
main  divisions,  Astra  held  three  national  sales  meetings  each 
year  With  Bildman  and  other  top  executives  typically  attend- 
ing each  weeklong  meeting,  the  diiinken  partying  and  ha- 
rassment began  anew.  "I'd  get  my  package  in  the  mail,  and  I'd 
start  feeling  sick,"  says  Webb. 

The  gung-ho  partying  often  turned 
boisterous.  At  one  Fort  Lauderdale  meet- 
ing, dozens  of  men  in  tuxedos  and  women 
ended  up  in  the  hotel  swimming  pool. 
Many  ended  up  sleeping  on  the  pool 
lounge  chairs  that  night.  At  another 
meeting,  held  at  the  exclusive  Sagamore 
resort  in  upstate  New  York  in  1991,  the 
paitying  got  so  out  of  control,  say  sever- 
al people  present,  that  people  thi-ew  dish- 
es out  the  window  and  biu-ned  furnish- 
ings in  the  fii-eplace.  After  hotel  manager's 
thi-eatened  to  call  the  police,  the  gi'oup 
checked  out  the  next  morning.  "Their-  be- 
havior was  unbelievably  unprofessional," 
says  a  hotel  official.  "I've  never  known 
this  to  happen  with  a  corporate  group." 

At  other  meetings,  much  of  the  late- 
night  action  took  place  at  invitation-only 
parties  in  managers'  suites.  Michelle 
Porter,  a  fonner  rep  who  left  in  1991, 
recalls  going  to  one  such  party  in  Bild- 
man's  quarter's.  After  much  eating  and 
drinking.  Porter  started  to  leave  when 
everyone  else  did.  Bildman  asked  her 
to  stay,  and  he  ducked  into  another  room.  "All  of  a  sudden,  he 
came  out  wear-ing  a  I'obe,"  she  recalls.  "I  said:  'I  want  to 
leave.'  He  gr-abbed  my  arm,  and  said:  T  want  to  talk  to 
you.'"  Porter  quickly  left. 

"THIS  ONE'S  MINE."  Ed  Aarons  was  another  object  of  many 
complaints.  During  one  late-night  party  at  a  1993  sales  meet- 
ing, Webb  r-ecalls,  Aarons  grabbed  her  by  the  neck  in  a  cor- 
ridor-, tried  to  kiss  her;  and  bellowed:  "Hands  off.  This  one's 
mine."  Aarons,  she  says,  "was  reeking  of  alcohol.  I  kept 
thinking:  'I've  got  to  get  away.' "  But  when  she  tried  to 
leave,  Aar-ons  became  belligerent  and  ber-ated  her  manager  for 
giving  her  per-mission  to  leave.  In  his  written  statement, 
Aar-ons  denied  that  he  was  ch-unk  or  that  he  had  tried  to  kiss 
Webb  or  harass  her  in  any  way. 

Although  Astra's  par-ent  insists  it  didn't  know  about  the  go- 
ings-on at  its  U.  S.  subsidiary,  many  soiu-ces  say  that  when 
Europeans  visited  from  headquarters,  they,  too,  became  in- 
volved. Lisa  D.  Hall,  a  1992  trainee,  recalls  that  Roadman 
asked  her  to  come  to  the  bar  to  entertain  visiting  execs. 
"These  were  VPs,  high-level  people,"  says  Hall,  a  black  for-mer- 
rep  who  left  in  1994  after  twice  taking  disability  leave;  the 
circumstances  ar-e  under  dispute.  "Roadman  told  me  to  be 
friendly  to  them."  The  Swedes,  she  says,  "liked  black  girls." 


"They  would  use 
their  power 
and  authority 
to  make  you 
think  you  didn't 
have  a  job  if  you 
didn't  go  along" 


Several  people  also  remember  a  1994  visit  of  Andre 
Feulner,  president  of  Astra's  German  subsidiary  and  a  mer 
ber  of  the  company's  executive  committee.  At  one  eveni 
function,  a  former  rep  says  Feulner  came  up  behind  h< 
"grabbed  my  butt,  and  pulled  me  toward  him.  He  said: 
want  you  to  come  sit  with  me.' "  She  says  she  had  never  m 
Feulner  before.  Later  that  night,  after  being  pressured 
have  her  pictm-e  taken  with  him,  fonner  rep  Webb  claims  th 
Feulner  "tried  to  put  his  room  passkey  into  my  hand.  He  to 
me  to  wait  up  there."  Webb  says  she  refused  to  take  the  k( 
Feulner  denies  all  the  allegations:  "I  can  assure  you  that 
never  grabbed  any  women ...  on  the  buttocks,"  he  said  in 
written  response,  adding  that  he  had  also  not  asked  ai 
women  to  join  him  in  his  room  or  given  them  his  key. 
OBSESSION.  Webb  says  she  later  told  her  manager  abo 
the  incident  and  asked  him  to  file  a  complaint.  He  agreed 
do  so,  she  says,  but  "he  told  me  a  lot  of  people  had  filed  coi 
plaints  in  the  past  and  it  hadn't  worked."  She  says  she  nev 
heard  another  word  about  her  complaint. 

Although  the  obsession  with  sex  was  strongest  durii 
training  and  sales  meetings,  former  staffers  say  its  influen 
spread  throughout  the  culture.  Wom( 
who  wer-e  Bildman's  favorites  would 
ten  deal  with  him  directly,  say  sever 
for-mer  male  managers,  while  higher-le 
el  male  managers  rarely  talked  to  t 
CEO.  Others  say  they  didn't  dare  dis( 
pline  laggard  female  reps  with  Links 
the  top  for  fear  of  losing  their  own  jot 
"If  someone  in  your  district  is  close 
Lars,  it's  hands  off,"  alleges  one  Ion 
time  insider  who  recently  left. 

Many  sources  also  contend  th 
women  who  were  either  physically 
tr-active  or  close  to  top  manage 
seemed  to  get  bigger  bonuses  and  ( 
better  generally  in  their  careers.  Bus 
for  instance,  complains  in  her  eeoc  fili 
that  she  was  fired  for  poor  perfor-man 
at  the  same  time  that  another  fema 
rep,  with  worse  sales  figures,  was  r 
tained.  This  rep.  Bush  alleges,  was  ha 
ing  an  affair  with  a  regional  manag< 
And  in  her  eeoc  filing,  Webb  charg 
that  her  roommate  during  training  hi 
an  affair  with  Roadman.  The  woms 
later  was  among  the  fir-st  in  her  class  to  be  promoted 
district  manager-.  Although  several  reps  say  the  woman  w 
a  good  perfor-mer  who  may  have  deserved  the  promotion,  t] 
appearance  of  favoritism  remained. 

There  were  other  problems  as  well.  Given  the  signa 
fi'om  the  top,  some  lower--level  male  managers  allegedly  to( 
them  as  a  hcense  to  act  in  a  similar  manner  After  Kim  Co 
began  working  in  the  Boston  ar*ea  in  late  1992,  her  then-ma 
ager,  Mark  Hollands,  began  traveling  in  her  car  as  she  mac 
her  r-Qunds.  She  claims  Hollands  would  touch  her  inappr 
priately  and  would  recount  scenes  from  lurid  novels  he  rea 
suggesting  that  Cote  "could  fit  nicely  in  this"  scene.  A 
though  he  praised  her  perfor-mance  in  person.  Cote  clairr 
when  she  didn't  r-espond,  Hollands  began  criticizing  her 
written  evaluations.  When  she  didn't  receive  a  raise  she  sa; 
she  had  been  promised  earlier.  Cote  says  she  finally  co 
fronted  Hollands.  According  to  Cote,  Hollands  responde 
"You  know  what  I  want.  I  know  what  you  want.  What  a; 
you  going  to  do  about  it?"  Cote's  reaction:  "I  said:  'I'm  not  g 
ing  to  sleep  with  you.' "  In  a  written  statement,  Hollands  pr 
claimed  his  "absolute  and  complete  denial  of  those  allegations 
Cote  says  she  protested  to  Vogel  but  never  heard  anythii 
about  her  complaint  again.  Vogel  agrees  that  Cote  lodged 
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It's  a  little  known  fact.  How  a  mutual  fund 
is  classified  doesn't  always  indicate  liow  it 
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complaint  and  says  he  investigated,  following  Astra's  com- 
plaint procedure.  After  interviewing  Hollands  and  Cote,  he 
says  he  passed  the  complaint  on  to  personnel,  where  Cote's  al- 
legation was  found  to  have  "no  basis  in  reality."  Yet  Vogel 

concedes  he  only 
phoned  personnel  and 
never  filed  a  written 
complaint.  Nor  did  he 
speak  to  Cote  further  or  follow  up.  She  left  the  company  two 
months  later  under  conditions  that  are  under  dispute.  Cote 
reached  a  partial  settlement  vdth  Astra  in  1994  and  on  Apr. 
29  filed  a  follow-up  suit  against  Hollands. 

Of  course,  many  other  lower-level  male  managers  were 
appalled  by  such  behavior.  The  conundiTim  they  faced,  how- 
ever, was  what  to  do.  Former  rep  Mashaan  Guy  says  that  if 
he  saw  a  woman  in  an  awkward  situation,  for  example,  he 
would  join  the  conversation.  He  also  coimseled  women  on  how 
to  deflect  the  attention.  But  the  cultiu-e  left  him  so  angry  he 
eventually  quit.  "A  few  times,  I  wanted  to  deck  one  of  these 
guys,"  he  says.  "I  felt  powerless  and  embai'rassed  as  a  man." 

Former  manager  Thurston  says  he  and  a  small  gi-oup  of 
male  managers  fi-equently  discussed  the 
impact  harassment  was  having  on 
morale.  In  part,  they  were  also  wonied 
for  their  own  reputations:  They  feared 
that  all  men  at  Astra  would  be  tagged  as 
harassers.  Finally,  Thurston  says  he  ap- 
proached his  boss,  Vogel,  and  told  him 
the  harassment  was  haiTning  the  com- 
pany. But  Thurston  says  the  male  man- 
agers had  httle  ability  to  force  change. 
"What  you  wanted  to  say  was:  'Lars, 
keep  your  pants  on,  and  we  wouldn't 
have  this  problem,'"  he  says.  "But  you 
couldn't  do  it.  It  was  a  totally  autocratic 
company.  Wliatever  Lai-s  said,  goes."  Vo- 
gel denies  that  there  is  any  generalized 
harassment  problem  at  Astra  or  that 
any  manager  ever  spoke  to  him  about  it. 

With  most  of  the  female  reps  out  in 
the  field,  there  were  fewer  overt  prob- 
lems at  headquarters.  But  similar  atti- 
tudes toward  women  seemed  to  prevail. 
One  notable  example:  a  glossy  calendar 
distributed  through  the  building  in  ear- 
ly 1991,  called  The  Astra  Glamoiu-  Gii-ls. 
It  featm'ed  photos  of  home-office  employees  in  suggestive  pos- 
es, complete  with  makeup,  fancy  clothes,  and  come-hither 
looks.  Four  sources  involved,  including  the  photographer 
who  took  the  pictures,  say  the  calendar  was  created  as  a  gift 
for  Bildman,  though  Astra  denies  that  allegation. 
STIFLED.  Women  who  objected  to  Astra's  climate  soon  found 
their  own  conduct  imder  scmtiny.  About  a  year  after-  the  cal- 
endar appeared,  one  of  the  women  in  it,  Nanette  Corcoran, 
filed  a  gender  discrimination  complaint  with  the  Massachusetts 
Commission  Against  Discrimination  in  which  she  alleged  that 
"women  at  Astra  have  been  continually  subjected  to  sexual 
harassment."  In  response,  Astra  denied  that  Corcoran  had 
ever  been  harassed.  Instead,  the  company  attacked  Corcoran 
for  what  it  called  "inappropriate  and  unprofessional  con- 
duct." In  one  incident,  Astra  stated,  "it  was  reported  to  Cor- 
coran's  superiors  that  Corcoran  would  sociahze  with  various 
[trainees]  following  training  sessions,"  and  that  she  once  had 
hosted  a  party  at  her  apaitment  during  which  "there  was  ex- 
cessive consumption  of  alcohol — as  a  result  of  which  a  fight 
broke  out"  between  two  trainees. 

Indeec!  there  is  ample  evidence  that  people  who  brought  ha- 
rassment complaints  found  their  careers  stifled  or  became  tar- 
gets for  dismissal.  At  a  September,  1991,  sales  meeting,  a 


''What  you 
wanted  to  say 
was:  'Lars,  keep 
your  pants  on, 

and  we 
wouldn't  have 
this  problem' " 


Boston-area  rep  named  Maura  Lynch  called  an  informal  met 
ing  of  female  reps  to  discuss  ways  to  improve  Astra's  host: 
envii'onment.  Top  management  soon  found  out  about  the  mef 
ing,  and  Lynch,  who  had  been  a  rep  for  several  years,  sudden 
came  under  a  microscope.  According  to  people  close  to  Lync 
her  managei-  began  making  surprise  visits  and  finding  fav 
with  small  things.  By  December,  he  said  she  had  to  leave.  S 
hired  a  lawyer  to  fiie  a  complaint  with  the  mcad,  but  Ast 
quickly  settled.  She,  too,  signed  a  confidentiality  clause.  T 
women's  gi-oup  never  met  again. 

SABOTAGE  SCHEME.  Perhaps  the  most  serious  case  of  allegi 
retaliation  resulted' fi-om  an  incident  in  late  1993  involving 
young  trainee,  Laura  Moore.  According  to  people  famih 
with  the  situation,  Moore  claimed  that  Roadman  approach( 
her  in  the  hotel  bar  one  night  and  asked  her  to  go  to  anoth 
bar.  Afi-aid  to  reftise,  she  dragged  two  male  friends  alor 
Roadman  was  allegedly  all  over  her  in  the  car  on  the  way  ba 
from  the  bar.  After  she  returned  to  her  room  well  after  mi 
night,  Moore  told  friends.  Roadman  knocked  on  the  door  ai 
talked  his  way  in.  Although  she  repeatedly  asked  him 
leave,  he  allegedly  pinned  her  against  the  wall  and  kiss( 
her.  He  also  allegedly  asked  her  to  slei 
with  him.  Roadman  "vt^as  lucky  the  co 
weren't  called,"  says  one  person  fam 
iar  with  the  episode. 

Moore  finally  got  Roadman  out  of  hlD^ 
room  and  immediately  called  the  ma  |[ 
ager  in  her  soon-to-be-assigned  territoi 
Jennifer  Price.  An  experienced  manag 
hired  from  outside  Astra,  Price  agree 
to  pursue  the  complaint  aggressive! 
Once  again,  Bildman  got  involved  in  tl 
inquiries.  One  of  those  he  quizzed  w 
Kurz,  a  friend  and  fellow  trainee 
Moore's.  "Lars  was  telKng  me ...  he  w 
concerned  that  Jennifer  Price  had 
scheme  to  sabotage  people  in  the  coi 
pany,"  Kui'z  claims.  "Lars  told  me 
was  planning  to  fire  Jennifer." 

Not  long  aftemard,  Price  was  fire 
The  official  reason:  poor  performanc 
Convinced  she  was  fii'ed  in  retahatio 
Price  threatened  to  sue.  The  compai 
quickly  settled  in  return  for  Price's 
lence.  Astra  refused  to  discuss  alleg  f| 
tions  concerning  Price, 
months,  Astra  has  toned  down  its  rai 
Now,  sales  reps  are  issued  a  limited  nui 
ber  of  drink  tickets  at  meetings,  and  recent  training  cours' 
have  been  quieter.  But  heavy  (b-inking  remains  a  staple — ai 
the  old  Astra  shows  thi'ough  when  the  Uquor  flows,  as  la 
June's  incident  with  Zortman  demonstrated. 

Moreover,  imtil  Bildman's  forced  suspension,  Astra  continui 
to  deny  it  had  any  problems.  At  the  initial  inteiview  with  bus 
NESS  WEP]K,  Yon  pai'aded  out  a  host  of  mostly  low-level  fema 
staffei-s.  Their*  stories,  told  in  the  presence  of  thi'ee  Astra  leg 
r-epr-esentatives  and  two  outside  public-relations  executive 
flatly  contradicted  those  told  to  BUSINESS  week  by  numeroi  ia 
independent  sour-ces.  Tliose  efforts  appeared  to  be  pari  of 
much  br-oader-  str-ategy  to  discredit  the  BUSINESS  WEEK  artic 
and  those  who've  raised  allegations  of  harassment.  Indee 
after  Astra  executives  became  aware  of  the  investigation 
midJanuary,  the  company  asked  female  sales  reps  to  sign  a  k 
ter  denying  they  had  seen  or  experienced  any  har^assment.  0 
tensibly  a  grassroots  effort  or"ganized  by  loyal  female  sal 
managers,  insiders  say  many  employees  believe  the  actk 
originated  fi'om  a  panicky  executive  suite.  Most  women  signe 
some  feared  they  would  lose  their-  jobs  if  they  didn't. 
Although  many  of  the  women  subjected  to  the  worst  of  A 
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133MHz  IN 


FULL  MOTION. 


LI"  DISPLAY- 

Itch  brilliant  colors  sfiring  to 
on  a  display  so  large,  it  rivals 
ktop  monitors.  And  1024  x  768 
jiution  provides  the  sharpest 
ijes  ever  found  in  a  portoble. 


IMEIM  TECHNOLOGY 


133MHz  PENTIUM 
TECHNOLOGY 

Tecra  combines  the  /astes  notebook 
processor  available  today  with  PC/ 
architecture,  a  256KB  level  2  cache 
and  EDO  memory  expandable  to  M4M6 


NEW  TECHNOLOGY 


CARDBUS 

Tecra 's  two  PC  Card  slots  support  i6-bit 
PC  Cards  and  are  Zoomed  Video  (ZV) 
and  32-bit  CardBus  ready 


NEW  TECHNOLOGY 


FULL-MOTION  VIDEO 

The  neu'  HiQVideo"  PCIsraphics  conlrollcrand 
Zoomed  Video  give  jou  /ull-screen,  full-motion 
video  and  an  amajinj;  depth  of  color. 


BUILT-IN  28.8Kbps 

MODEM  A  built-in  28.8Kpbs 

data/fax  modem,  full-duplex  speafcerphone 
and  Ri-i  1  phone  jack  put  a  world  of  advanced 
communication  features  at  ;your  fingertips. 


NEW  TECHNOLOGY 


6X  CD-ROM 

Get  50%  more  speed  than  4X  CD-ROMs. 
Or,  using  Toshiba's  SelectBaj"  interchange 
the  CD-ROM  drive  with  the  floppy  disk 
drive  in  seconds. 


€  NEW  TECRA.  THE  NEWEST  TECHNOLOGY  Tecra  combines  the  brand  new  133MHz  mobile  Pentium" 

Dcessor  with  screaming-fast  PCI  architecture  and  a  massive  hard  drive.  Add  to  that  the  optional  Desk  Station'  V  Plus  for 
;  ultimate  in  docking  expansion  capabilities  and  you've  got  a  system  that  will  put  you  in  full  motion  instantly.  For  more 
formation  visit  the  Toshiba  website  at  http:/Avww.toshiha.com,  or  for  a  dealer  near  you,  call  1-800457-7777.  d 


720CDT 

•  1024  X  768  resolutinn 

710CDT 

•  800  X  bOO  resolution 

BOTH  MODELS 

■  12,1"  di;i.  color  :kiivi-  miitrix  Jl^play 

•  133MH2  Intel  Pentium'  Proci;ssur(2.9v) 
with  256KB  oflevel2cache 


•  16MB  ot  high  speed  EDO  memory 
(expandable  to  144MB) 

■  Removable  1.2  billion  b\te  (=1,1 3GB)  HDD 

•  PCI  system-bus  architecture 

•  HiQVideo'  multimedia  PCI  graphics  controller 
with  64-bit  BitBLT  acceleration 

•  Modular  6X  CD-ROM  dnve 

•  Lithium  Ion  battery 

•  Integrated  28.8Kbps  data/tax  modem  with 
telephony  capabilities 


■  16-bit  Sound  Blaster'  Pro  compatible  audio  system        ■  Toll-iree  technical  support  - 


■  Supports  fm  Type  II  or  one  Type  III  16-bit 
PC  Card(s);  ZV  card  and  32-bit  CardBus  ready 

•  Infrared  data  port  (lrDA<omphant) 

•  Optional  Desk  Station"  V  Plus  docking  station 

•  Optional  NoteDock"  II  Enhanced  Port  Replicator 

•  Pre-installed  soirsvarc:  Windows*  95  or  MS-DOS* 
with  Windows®  fur  Workgroups,  Indeo  "  video,  and 
Synchro"  Multimedia  Connect" 

■  3-year  limited  warranty 


7  days  a  week,  24  hours  a  day 
Designed^for 


Microsoft" 
Win(jows*95 


Pentium- 


In  Touch  with  Tomorrow 

TOSHIBA 

The  World  s  Best  Selling  Portable  Computers. 

©1996  Toshiba  America  Information  Systems,  Inc.  All  specifications  and  availability  are  subject  to  change.  All  products  indicated  by  trademark  symbols  are  trademarked  and/or 
registered  by  their  respective  companies,  Intel  Inside  and  Pentium  Processor  Logos  are  trademarks  of  Intel  Corporation.  Intel  PruShare  softwarecounesyuf  Intel  Curporatinn. 
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tra's  harassment  have  left  the  company,  some  remain  scarred 
by  their  experiences.  Leaving  Astra  abruptly  has  often  made 
finding  another  job  hard.  Prospective  employers  always  ask 
why  they  left.  "It's  difficult,  because  you  want  to  tell  them 
  what  happened  at  As- 
tra but  you  don't 
know  if  they'll  under- 
stand," says  Kurz.  At 
one  interview,  Kurz  says,  she  told  the  female  intei*viewer 
some  of  her  stoiy.  "You  could  tell  by  the  look  on  her  face," 
says  Kurz.  "She  was  thinking:  'Scandal,  stay  away  fi'om  us.'" 
Many  others  say  they  lie  about  the  reasons  they  left  in  order 
to  get  a  job. 

Some  claim  they  still  suffer  fi-om  psychological  trauma.  For- 
mer rep  Yvonne  Stokes  says  the  combination  of  extreme  stress 
and  sexual  harassment  got  so  bad  that  she  staited  crying  one 
day  in  front  of  a  doctor  she  had  called  on  as  a  sales  rep.  He  re- 
fen'ed  her  to  a  psychiatrist.  Still  taking  antidepressant  drugs, 
she  says:  "I  just  want  to  be  me  again.  I  look  back  and  say: 
'How  could  I  have  let  this  company  do  this  to  me?'  " 


Webb  claims  Astra  turned  her  from  a  happy-go-lucky  a: 
deeply  rehgious  young  woman  into  an  emotional  basket  cas 
She  says  the  toll  fr-om  2^  years  of  harassment  was  so  b 
that  her  hair  started  to  fall  out,  she  was  often  sick  to  h 
stomach,  and  she  started  to  sci-atch  her  back  and  chest  un 
the  skin  was  raw.  Her  doctor  ordered  her  to  go  on  disabili 
leave  last  May,  and  she  is  still  under  psychiatric  care. 

Nearly  a  year  after  going  on  leave,  Webb's  per'ceptions 
normal,  everyday  events  are  still  warped  by  her  Astra  e 
perience.  A  r-egular  in  her  church  choir,  Webb  says:  "Then 
something  wrong  when  I  think  the  people  in  my  church  a 
hugging  me  wr-ong."  And  at  a  r-ecent  job  interview,  she  sa; 
the  male  interviewer  asked  her  a  perfectly  innocent  questic 
Was  she  willing  to  travel?  But  Webb  says  her  instinct! 
reaction  was:  "He  wants  to  get  me  into  a  hotel  room."  T 
happiest  day  of  her  life,  Webb  says,  came  when  Astra  final 
fir-ed  her  a  few  months  ago.  Now  preparing  a  lawsuit,  s' 
vows:  "If  I  have  to  lose  every  penny  I  have,  I'll  do  it  to  sb 
them  that  what  they  do  isn't  right." 

With  Jane  A.  Sasseen  in  New  Yo 


GEniNG  JUSTICE  IS  NO  EASY  TASK 


For  workers  who  have  endured 
sexual  harassment,  the  Equal 
Employment  Opportunity  Com- 
mission is  supposed  to  be  their  cham- 
pion. That's  why  the  suit  against 
Mitsubishi  Motor  Manufacturing  of 
America  Inc. — potentially  the  largest 
EEOC  case  ever — has  brought  praise 
from  civil  rights  groups  and  uneasi- 
ness from  business  groups. 

But  for  such  victims,  a  search  for 
justice  is  no  simple  task.  Overcoming 
fear  and  embarrassment  to 
confront  a  lecher  is  hard. 
But  even  those  who  clear 
that  hurdle  don't  easily 
find  vindication  when  the 
two  best  avenues  for 
help — law-enforcement 
agencies  and  the  courts — 
are  fraught  vdth  delay. 
The  underfunded  eeoc  is 
struggling  to  stay  on  top 
of  a  heavy  caseload.  State 
agencies  take  up  some  of 
the  slack  but  face  budget 
constraints,  too.  And  pri- 
vate lawsuits  are  costly. 
HOLDUPS.  Result:  When 
fresh  evidence  can  make  or 
break  a  case,  "justice  delayed  is  jus- 
tice denied,"  says  Gary  E.  Phelan,  a 
plaintiffs'  attorney  in  New  Haven.  To 
get  recourse,  workers  facing  alleged 
harassment  can  first  turn  to  their 
employers  or  unions  for  help.  If 
those  channels  don't  pan  out,  they 
can  sue-  their  employers  and  co-work- 
ers in  court  or  turn  to  the  govern- 
ment to  pursue  a  case  on  their  be- 
half. Either-  way,  they  must  first  file 
a  complaint  at  the  eeoc  or  a  state 


antibias  agency  within  180  days  of 
the  alleged  discriminatory  act. 

Even  those  who  want  to  pursue 
their  own  lawsuits  must  first  get  a 
so-called  right-to-sue  letter  from  a 
government  agency — a  step  meant  to 
keep  complaints  from  clogging  the 
courts.  The  eeoc  is  requii'ed  to  issue 
such  approvals  vdthin  180  days  of 
the  charge.  In  reality,  the  process 
averages  eight  months,  even  though 
complainants  can  ask  for  a  go-ahead 


GOING  PUBLIC 

Employee  sexual-harassment  complaints  filed  at  the 
Equal  Employment  Opportunity  Commission  are  on  the  rise 


1991 


1992 


1993 


1994 


1995 


MONETARY  COMPENSATION  MILLIONS  OF  DOLLARS 
$7.1       $12.7      $25.1      $22.5  $24.3 


earlier  After  approval,  plaintiffs 
have  90  days  to  file  in  court. 

Workers  who  press  their  com- 
plaints through  the  eeoc  face  a  back- 
log of  97,000  cases.  In  the  past  five 
years,  the  workload  has  exploded. 
Sexual-harassment  charges  alone 
rose  by  150%  from  1990,  to  15,549 
last  year — driven  in  part  by  publicity 
over  allegations  by  law  professor 
Anita  Hill  against  Supreme  Court 
appointee  Clarence  Thomas  during 


his  1991  confirmation  hearings.  Yet 
the  agency's  budget  rose  by  only 
26%,  to  $232.6  milUon,  during  that 
period.  New  eeoc  Chairman  Gilbert 
Casellas  is  pushing  an  overhaul  of 
agency  procedures  and  is  giving 
charges  of  systemic  bias  priority. 
HARD  TO  WIN.  There's  always  the  op- 
tion of  hiring  a  lawyer  to  pursue  a 
grievance  in  court.  But  they're  ex- 
pensive. Fees  vary,  but  some  charge 
$2,500  to  $7,500  to  go  on  retainer,  ac- 
cording to  Phelan.  For 
many  women  with  harass- 
ment complaints,  a  govern- 
ment-run case  is  often  the 
only  recourse. 

Like  all  bias  complaints, 
sexual-harassment  cases 
are  difficult  to  win.  Under 
the  law,  "a  stray  remark 
or  a  cross-eyed  look"  does 
not  make  a  case,  says 
Ellen  J.  Vargyas,  eeoc 
general  counsel.  And  sexu- 
al-harassment cases  often 
boil  down  to  the  credibility 
of  accuser  and  accused.  If 
a  victim  does  win,  there's  a 
cap  on  damages.  Plaintiffs 
can  r-ecover  a  maximum  of  $50,000, 
including  compensatory  and  punitive 
damages,  from  employers  with  fewer 
than  100  workers  and  $300,000  maxi- 
mum from  those  with  more  than  500 
workers. 

For  harassment  victims,  an  eeoc 
overhaul  can't  come  soon  enough. 
Speedy  resolution  of  such  painful 
cases  is  the  best  way  to  deliver  jus- 
tice— to  all  parties  involved. 

By  Catherine  Yang  in  Washington 
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Accepting  the  award  for  a 
Consumers  Digest  "Best  Buy" 


Lincoln  Town  Car 

Consumers  Digest  calls  a  Best  Buy  "a  product  that  offers 
outstanding  value  for  its  price."  We  call  it  Lincoln  Town  Car. 
The  editors  were  impressed  that  "this  big  Lincoln  retains  the  best 
of  what  has  always  been  good  about  large  American  sedans." 
The  experts  agree;  even  when  money  is  no  object,  value  is. 

Three  Ways  To  Lease 


«499/«2,100 

per  month  down 

24-Month  Red  Carpet  Lease 

First  Month's  Payment"  S499 

Down  Payment  (Net  of  RCLOshi  $2,100 

Refundable  Security  Deposit  $500 

Cash  Due  At  Signing"  $3,099 

30,000-Mile  Lease 


or 


per  month  down 

24 -Month  Red  Carpet  Lease 

First  Months  Payment'  $585 

Down  Payment  (Na  of  RCL  Gsh)  $0 

Refundable  Seninty  Deposit  $600 

Cash  Due  At  Signing"  $1,185 

30,000- Mile  Lease 


or 


«13,491 

One-Time  Lease 
Payment 

APP  Payment  (Net  of  RCL  Cash)"  $13,491 

Refundable  Secunty  Deposit  $575 

Cash  Due  At  Signing""  $14,066 

Cash  Outlay  Over  24  Months""  $1 3,491 

30,000-Mile  Lease 


To  learn  more,  call  1  800  446-8888  or,  for  information  via  tJie  Internet,  enter  http://www.LincoLnvehicles.com. 


LINCOLN 

What    A    Luxury    Car     Should  Be 


%  Lincoln  Town  Car  Executive  Seiies  MSRP  J57,5RO  excluding  title,  tajes  and  license  fee.  Conventional  and  Advance  Pavment  PiDgram  lea.se  pajmenis  ba.wd  on  average  capitalized  cost  of  'ILOI%  of  MSRP  for  M-month  closed-end  Ford  Credit 
Ed  Caipel  Leases  (Ra)  piircha.sed  in  the  nation  through  2/29/90.  Some  paymenls  higher,  some  lower  See  dealer  for  payment/terms.  Les,see  may  have  option  to  buy  vehicle  at  lea.se  end  at  price  negotiated  with  dealer  at  signing  les.see  responsible  for 
icess  wear  and  tear  and  milei^e  over  30,0(X)  at  $.  I  I/mile.  Credit  approval/insurability  determined  by  Ford  Credit,  For  special  lease  terras  and  J 1 .7S0  RCL  cash,  take  new  retail  delivery  from  dealer  stock  by  7/2/%.  Monthly  payments  total  $  1 1 ,976  with 
2,100  down  payment  or  $14,040  with  $0  down  payment.  Current  Lincoln  owners  and  lessees  quality  for  an  addiUonal  $500  owner  loyalty  incentive  toward  the  purcha.se  or  lease  of  a  new  %  Town  Car  prior  to  7/2/96.  See  d<aler  for  complete  detaiLs. 
'Excludes  lax,  title  and  hcense  fee. 


Thanks  to  computers,  companies  have  more 
information  about  their  business  than  ever.  But  they  often 
seem  to  know  less  about  what  customers  really  want.  All 
that  data  sitting  in  all  those  computers  is  hard  to  get  to.  And 
hard  to  use  for  making  decisions. 


What's  needed  are  ways  to  help  you  manat 
information  as  a  business  asset  that  contributes  to  succe;  , 
Unisys  provides  those  kinds  of  solutions.  Our  informatic  ^ 
management  approach  lets  you  tap  the  value  of  data  and  u: 
It  to  benefit  customers  and  move  your  enterprise  forwar  , 


rward,  what's  holding 


!  We're  also  one  of  the  few  companies  that  has  both 
3  technology  and  services  to  effectively  integrate  your  many 
stems.  Which  can  further  help  you  cut  costs,  generate 
/enue  and  serve  customers.  To  learn  more,  contact  us  today. 
:p://www.unisys.com/adv  or  1-800-874-8647,  ext.  222 


UNISYS 


The  Information  Management  Company 


Legal  Affairs 


TOBACCO 


INSURERS  HEAR 
A  SMOKE  ALARM 

Can  they  be  dragged  into  the  tobacco  fray? 


Drowned  out  by  the  cannonades  of 
America's  tobacco  wars,  the  law- 
suit initially  attracted  little  at- 
tention. In  Januaiy,  Imperial  To- 
bacco Ltd.  sued  American  Home 
Assurance  Co.  and  Commercial  Union 
Assurance  Co.  of  Canada  in  a  Quebec 
court.  Canada's  largest  cigai'ette  mak- 
er— facing  a  lawsuit  filed  by  allegedly  in- 
jured smokers — claims  that  the  two  in- 
surers are  on  the  hook  to  pay  for  its 
defense  costs  and  any  judgments  or  set- 
tlements. The  two  insurance  companies 
did  not  comment. 

As  the  American  tobacco  and  insui'- 
ance  industries  gi-asp  the  implications 
of  the  Canadian  suit,  however,  the  filing 
has  become  hot  reading  material.  Wliile 
the  case  won't  create  a  legal  precedent 
in  the  U.  S.,  it  could  presage  the  next 
major  tobacco  battlefield.  Facing  bilUons 
of  dollars  in  claims  by  smokers  and 
eight  states  seeking  reimbursement  of 
medical  expenses,  tobacco  companies 
own  a  variety  of  policies  that  could  be 
tapped  if  the  industiy's  litigation  win- 
ning streak  ever  ends.  The  insurance 
industry,  meanwhile,  is  already  facing 
estimated  liability  of  $90  billion  for  as- 
bestos and  environmental  "i—ii—i"^" 
claims  and  $2  billion  more 
for  alleged  injuries  from 
breast  implants. 
RISKS.  Will  tobacco  litiga- 
tion be  its  next  nightmare? 
"Anybody  who  says  they 
don't  have  to  worry  about 
this  is  making  a  big  mis- 
take," says  Roger  M. 
Moak,  general  counsel  for 
Home  Insurance  Co.  in 
New  York.  His  company 


1 

the  insurance  indus- 
try, tobacco  would 
have   an  opponent 
that  is  every  bit  it- 
rich,  politically  mu^ 
cular,    and  legall; 
savvy  as  it  is.  Wliat' 
more,  insurers  m;i\ 
have  more  access  ti 
private  industry  doi 
uments  and  studic 
than  cuiTent  tobacci- 
foes  because  of  the 
unique  policyholder- 
insurer  relationship. 
"The  insurance  com- 
panies would  hire  50 
law  fii"ms  [and]  con- 

duct  years  of  discov-  Tobacco  companles  own  a  variety 

ery.    They  would 

make  the  plaintiffs'  Qi  Dolicles  that  couW  be  tapped  if 

lawyers    look  like 

novices, "  says  expe-  the  industrv  staits  to  lose  in  court 

rienced  industry  foe 
Matthew  L.  Jacobs,  a 
partner  at  the  Washington  office  of 
Kirkpatrick  &  Lockhart. 


I 


IS  TOBACCO 
NEXT? 

Estimated  losses 
over  the  past  two 
decades  by  insur- 
ance companies  in 
the  wake  of  giant 
product-liability 
battles: 


No  U.  S.  tobacco  companies  have  filed 
insurance  coverage  suits  yet.  The  one 
company  that  has  agreed 
to  a  settlement,  Liggett 
Group  Inc.,  has  said  that 
it  doesn't  expect  to  fund  it 
with  insurance.  But  there 
are  signs  that  other  tobac- 
co companies,  facing  much 
more  potential  liability  than 
tiny  Liggett,  are  preparing 
for  a  fight.  One  law  firm 
partner  who  specializes  in 
suing  the  insurance  indus- 
try says  that  a  U.  S.  tobac- 


TYPE  OF  CUIM/ 

RESERVES 

has  received  notification  of    co  company  has  asked  him 

ASBESTOS 
$30  BILLION 


potential  liability  from  "a 
few"  policyholders  whom 
he  declined  to  identify,  al- 
though the  insurer  believes 


TOXIC  WASTE 

$60  BILLION 


to  review  pohcies  to  deter- 
mine if  it  could  win  a  cov- 
erage suit. 

Even  companies  that  did 


that  it  has  little  significant      business  with  the  tobacco 


exposure. 

Even  if  Big  Tobacco 
does  go  aftei  its  insurers, 
the  effort  could  backfii-e.  In 


BREAST  IMPLANTS 

$2  BILLION 

DATA;  A.M  BEST  CO  ,  BW 


industry  could  jump  into 
the  coverage  brawl.  For 
example,  pubhc  relations 
fii'm  Hill  &  Knowlton  Inc., 


named  in  some  of  the  state  suits  for 
legedly  helping  tobacco  companies  coi  ^* 
ceal  the  health  effects  of  smoking,  hi 
given  notice  of  possible  liability  to 
long  list"  of  insurers,  according  to 
company  spokesperson. 

Still,  it's  the  tobacco  companies  th; 
present  the  greatest  risk  to  the  insu' 
ance  industry.  Although  they  refuse  t 
discuss  the  matter,  some  tobacco  con 
panies  appear  to  have  purchased  pro( 
uct  liability  coverage  until  the  late  195( 
and  possibly  even  later,  according  t 
Robert  L.  Carter,  an  attorney  in  tl 
Wasliington  office  of  Anderson  Kill  OUc 
&  Oshinsky,  who  brings  suits  again; 
insurers.  Many  of  these  policies  ma 
still  expose  insurers  to  claims:  Asbestc 
companies  recovered  money  as  late 
the  1980s  from  insiu'ance  contracts  wri 
ten  in  the  1940s. 

Even  after  they  stopped  buying  pro( 
uct  liability  coverage  (apparently  b( 
cause  the  price  got  too  high),  tobaci 
companies  continued  to  purchase  gene 
al  liabihty  and  other  insurance.  Whi 
most  of  these  policies  probably  conta'  Ik: 
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Bell  Atlantic 

lutp://www.bell-acl.com 

Cadillac 

http://www.cadillac.com 
Canon 

littp://www.canon.com 
Chase 

http://www.chase.com 

Chevrolet  Motor  Division 

http://www.Lhevrolet.com/car 

Chrysler 

http://www.chryslercorp.com/ 

Cisco  Systems 

htrp://www.cisco.com 

Cobra  Golf 

http://\vww.  CobraGolt.com 
Compaq 

http://www.compaq.com 

Computer  Associates 

http://www.cai.com 

Consolidated  Freightways 

http://www.cnf.com 

Delta  Air  Lines 

http://www.delta-air.com 
Deutsche  Telekom 

http://www.dtag.de 

Digital  PC 

http://www.pc.digital.com 
Federal  Emergency 
Management  Agency 

http://www.fema.gov 


FedEx 

http://www.fedex.com 
Ford 

http://www.ford.com/ 
Fujitsu 

http://www.fujitsu.com 

Gateway  2000 

http://www.gw2k.com 

GE  Information  Services 

http://www.ge.com/geis 

General  Motors 

http://www.gm.com 

Hewlett-Packard 

http://www.hp.com 

Honda 

http://www.honda.com 
IBM 

http://www.ibm.com 
Informix 

http://www.informix.com 
Intel 

http://www.intel.com/ 
International  Institute  for 
Management  Development 

http://www.imd.ch/ 

Janus  Funds 

http://nerworth.galt. 
com/janus 

Kodak 

http://'ivww.kodak.com/ 

Kingston  Technology 
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bw.htm 


Lexus 

http://www.lexususa.com 
Lotus 

http://www.lotus.com 
MCI 

http://www.mci.com 
Microsoft 

http://vvww.microsoft.com/ 
Motorola,  Wireless  Data 
Group 

http://www.mot.com/wdg/ 
Netcom  On-Line 
Communication  Services 

http://www.netcom.com 

Novell 

http://ww^v.  novell.com 
Ohio  Department  of 
Development 

http://www.ohiobiz.com 

Okidata 

http://www.okidata.com 
Omron  Corp./North 
America 

http://www.omron.co.ip 
PageNet 

hrtp://www.pagenet.com 
PeopleSoft 

http://www.peoplesoft.com 
The  Principal  Financial 
Group 

http://www.principal.com 
PSINet 

http://www.psi.net/ 
Raytheon 

http://www.raytheon.com 


Roberts  Express,  Inc. 

http://www.roberts.com 

Charles  Schwab 

http://www.schwab.com 

Saab 

http://www.saabusa.com 
SAP 

http://www.sap.com 

SAS  Institute 

http://www.sas.com/ 

Siemens 

http://www.siemens.com 
Sprint 

http://www.sprint.com 

Sun  Microsystems 

http://www.sun.com 

Swissair 

http://www.swissair.com 

Texas  Instruments 

http://www.ti.com 

Toshiba  America 
Information  Systems 

http://www.toshiba.com 

Toyota  Motors 

http://www.toyota.com 

Unisys 

http://www.unisys.com 

United  Airlines 

http://www.ual.com 

UPS 

http://www.ups.com 

The  Vanguard  Group 

http://www.vanguard.com 


THE  NETVyORK  IS  THE  COMPUTER ' 


Network  here  excels 
at  keeping  out  intruders. 


-ietwork.  http://www.sun.com 


clauses  intended  to  prevent  product  lia- 
bility claims,  enteiiDiising  attorneys  have 
managed  to  overcome  these  exclusions 
in  environmental  and  asbestos  cases. 

In  addition  to  Home,  insurers  that 
have  sold  policies  to  the  tobacQo  industry 
in  the  past  two  decades  incli^'  American 
International  Group,  Liberty  Mutual  In- 
surance, and  North  River  Insui-ance,  ac- 
cording to  two  insurance  defense  attor- 
neys who  have  reviewed  actual  contracts. 
These  insurers  declined  to  comment  on 
any  possible  exposui'e.  Lloyd's  of  London 
sold  conventional  liability  coverage  to  to- 
bacco companies  until  1953,  after  wliich 
new  policies  included  product  liability 
exclusions  and  time  limits  on  coverage.  A 
Lloyd's  spokesperson  estimates  total  ex- 
posure to  tobacco  liability  claims  of  a{> 
proximately  $350  million,  assuming 
American  courts  uphold  the  exclusions. 
And  Employers  Insurance  of  Wausau 
sold  policies  to  two  U.  S.  tobacco  compa- 
nies in  the  1980s,  but  a  spokesperson 
says  it  expects  no  liability. 

Notwithstanding  the  huge  potential 
losses  for  insurers,  any  damages  are 
still  a  ways  off.  Tobacco  companies  have 
a  nearly  unbroken  defense  record  and 
could  continue  to  fend  off  plaintiffs — 
thus  leaving  their  insurers  unscathed. 
KNOWN  DANGERS.  But  even  if  Big  To- 
bacco wei'e  to  lose  a  case  and  subse- 
quently sue  for  coverage,  insui'ers  would 
be  tough  opponents.  In  their  defense, 
insurers  would  inevitably  attempt  to 
deny  coverage  by  claiming  that  ciga- 
rette injuries  were  not  an  "accident" 
because  manufacturers  knew  of  the  po- 
tential risk.  Tliis  ai'gument  would  entitle 
the  insurers  to  view  any  internal  to- 
bacco industry  documents  relating  to 
the  dangers  of  smoking.  Unlike  the  hevy 
of  plaintiffs'  attorneys  currently  seek- 
ing the  same  evidence,  insurers  would 
have  a  huge  advantage:  ^Mne  courts 
have  held  that  they  are  entitled  to  re- 
view documents  that  might  otherwise 
be  protected  by  attorney-client  privi- 
lege. That  would  enable  insurance  at- 
torneys to  recover  scientific  research 
that  tobacco  companies  have  allegedly 
withheld  from  plaintiffs  by  tunneling  it 
through  their  lawyers. 

Given  this  threat,  perhaps  it's  not 
surprising  that  no  American  tobacco 
company  has  yet  followed  Imperial's 
lead  by  suing  for  coverage.  But  Litigants 
seeking  billions  from  tobacco  manufac- 
turers are  mounting  their  most  serious 
attack  ever  If  they  succeed  in  winning 
even  a  small  fraction  of  that  sum,  then 
the  tobacco  industry  will  have  plenty 
of  incentive  to  l  econsider  whether  going 
after  their  insui  ers  is  worth  the  risk. 

By  Mike  Fravr-r  in  New  York,  with 
David  Greising  iii  Atlanta,  Paula 
Dwyer  in.  London,  >:>id  Tim  Smart  in 
New  Haven 


Finance 


INVESTMENT  BANKING  

GO  EAST, 

YOUNG  BANKER 

Russia's  finance  industry  is  luring  ambitious  Westerners 


if 

» 

lii 
It 


Rock  music  filled  the  gi'and  hall  of 
the  five-star  Baltschug  KempinsM 
Hotel  as  a  couple  hundred  of 
MoscoVs  yuppie  bankere  and  theii' 
dates  paitied  at  a  .$l,000-per- ticket  fash- 
ion show  one  recent  Friday  night.  Seated 
close  to  the  nmway,  they  ogled  leggy 
models  and  clapped  as  the  emcee  thanked 
a  sponsor  with  the  words:  "Let's  give  a 
round  of  applause  to  S-Way  Internation- 
al, whose  slogan  is  'Expensive  Ti-avel  for 
Expensive  People.'" 

The  only  ones  laughing  at  that  Une 
were  a  group  of  U.  S.  investment 
bankers,  by  now  well  versed  in  the  vul- 
garity of  the  Russian  nouveau  riche. 
"Only  Russians  would  use  high  prices  as 


3C1 


Russia's  fragile  capital  mai'kets  and  scat 
off  foreign  investors,  dashing  banker 
cbeams  of  huge  fees  and  bonuses. 
MILLIONAIRES.  The  Western  bankers  r( 
main  sanguine.  "I  think  the  investmei 
opportunities  are  the  same  either  wa; 
The  process  will  just  be  slower  if  thfct 
Communists  win,"  says  Alex  Mercen,  th  si 
38-year-old  American  who  heads  Alfa  a; 
banking  aiTn.  If  he's  right — ^and  the  Rua 
ian  market  takes  off  in  the  next  fe^  ist 
years  no  matter  what  the  electoral  ou 
come — the  yuppie  Western  bankers  coul|l(is( 
become  millionaii'es. 

Two  big  names  who  recently  plunge 
into  the  Russian  market  ai'e  Ruben  Eii  sii 
gartner,  36,  and  Dii-k  Dami-au,  33.  Eii  ar 


a  mai-keting  ploy,"  says  Vic- 
tor I.  Paul,  a  31-year-old 
American  and  the  sole 
Westerner  working  at 
Inkombank,  one  of  Russia's 
largest  lenders. 

They  may  snicker  at  the 
Muscovites'  gauche  ways. 
But  Paul  is  only  one  of  a 
gi'owing  number  of  expatri- 
ates making  the  trek  to 
Russia — and  staying.  Lui'ed 
by  hefty  salaries  and  the 
chance  to  cash  in  on  the  ex- 
plosive growth  of  Russia's 
nascent  financial-services  in- 
dustry, scores  of  young 
Americans  and  Europeans 
are  flocking  to  Moscow  to 
help  local  banks  set  up  in- 
vestment banking  arms. 
"We're  constantly  looking  for  new  West- 
erners," says  Alexander  Bubnovsky,  di- 
rector of  international  business  develop- 
ment at  the  investment  banking  unit  of 
Alfa  Bank. 

Russians  are  hardly  unique  in  hiring 
Western  bankers.  "Even  in  Berlin  and 
Frankflut,"  says  Chai'les  Ryan,  a  dir-ector 
of  United  Financial  Group,  'they're  ch-aw- 
ing  talent  fi'om  London  and  New  York." 
But  the  stakes  in  Moscow  are  a  lot  high- 
er than  in  the  more  developed  markets 
to  the  west.  A  Communist  victory  in  the 
June  presidential  election  could  derail 


gartner  quit  as  executive  director  c  ji, 
Creditanstalt's   investment   bank  i 
Vienna  to  set  up  an  asset-managemer  j; 
business  for  United  Financial,  an  invesi 
ment  bank  started  by  former  Financ  u 
Minister  Boris  Federov,  in  which  Fi-ance  m, 
Banque  Paribas  owns  a  25%  stake.  Dan  ^ 
rau  moved  fi'om  Salomon  Brothers  Ir 
ter-national  Ltd.  in  London  to  head  th 
research  depaitment  of  Renaissance  Caj  k!., 
ital,  owned  by  Russia's  Oneximbank  an  i 
several  former  cs  First  Boston  banker  ti„| 
led  by  Boris  Jordan.  jVp 
Jordan  is  the  best  known  of  a  wave  (  \ 
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ussian-speaking  Ameri- 
ins  who  moved  to  Moscow 
hen  President  Boris  N. 
eltsin  began  instituting 
arket  reforms  in  the  early 
)90s.  Many  went  to  work 
r  international  accounting 
rms  or  Western  broker- 
jes  and  law  firms.  Now, 
cal  financial  houses  are 
ature  enough  to  attract 
Western  talent,  including 
inkers  who  lack  Jordan's 
ussian  ties.  Says  Damrau: 
f  you  want  opportunity  in 
1  emerging  market,  Russia 

the  most  exciting." 

Danielle  Downing  would 
free.  At  31,  this  Wharton 
BA  is  ab-eady  an  old  Rus- 
a  hand.  She  helped  set  up 
le  Moscow  Commodity 
xchange  and  now  is  a  managing  direc- 
r  of  Alliance-Menatep,  the  year-old  in- 
jstment  banking  arm  of  Menatep,  Rus- 
a's  lOth-largest  bank.  Last  year, 
owning  helped  her  firm  plot  Russia's 
•st  hostile  takeover  bid  when  a  unit  of 
enatep  tried  to  acquire  control  of 
oscow's  Red  October  chocolate  factory. 

The  bid  failed  after  Red  October's 
anagers  pressured  workers  and  Russian 
stitutional  investors  not  to  tender  their- 
lares.  But  the  issue  of  takeovers  is 


A       VICTOR  PAUL 


AGE  31 

EDUCATION  MBA, 
Wharton;  BA,  Dartmouth 

CURRENT  JOB  Co  man- 
aging director,  Inkom 


can  eam  up  to  $100,000  in 
Moscow  vs.  $40,000  to 
$50,000  on  Wall  Street. 
Traders  with  a  few  years 
experience  can  pull  in  as 
much  as  $80,000  even  with- 
out an  MBA.  And  those  who 
do  have  a  Western  business 


Capital  degree  are  in  great  de- 


BIG  DEALS  As  an  Inter- 
national Finance  Corp. 
officer,  developed  priva- 
tization plan  for  250 
enterprises  in  Volgagrad. 
Now  restructuring 
aluminum  and  candy 


mand.  "An  mba  by  itself  is 
enough  to  get  you  a  job 
here,"  says  Thomas  Reed, 
a  25-year-old  bond  ti"ader. 

Despite  theii'  growing  re- 
liance on  Westerners  to 
dress  up  their  image  and 
bolster  theu'  business  acu- 


manufacturers   ^en,  Russian  banks  are  still 

QUOTE 

"Come  to  Russia  for  the 
frontier  flavor" 


out  of  hand.  With  good  reason:  Last  year, 
several  Russian  bankers  were  gunned 
down  after  deals  went  sour.  "In  Russia," 
Downing  observes,  "it's  not  prudent  to 
goad  people  into  hating  your  guts.  That 
is,  if  you  value  your  guts." 

There  is  more  to  Russian-style  invest- 
ment banking  than  hostile  bids,  however. 
Paul,  another  Wharton  mba  who  who 
helped  pay  for  his  Dartmouth  College 
undergraduate  degi'ee  by  trading  options 
from  his  fraternity  house  room,  is  setting 
up  an  investment  bank  for 
Inkombank.  In  his  role  as 
managing  director  of  Inkom 
Capital,  Paul  is  helping  re- 
structui'e  two  of  the  bank's 
biggest  commercial  hold- 
ings, the  Bubaevsky  candy 
factory  and  the  Samara 


31 

EDUCATION  MBA,  Wharton; 
BA,  Princeton 

CURRENT  JOB  Managing 

director,  Alliance-Mena_tep  __  ;;;taihu-gicai  factoi^^? Rus" 
BIG  DEALS  A  former  grain 


trader,  she  helped  set  up  the 
Moscow  Commodity 
Exchange.  Later,  she  worked 
on  hostile  takeover  bid  for 
the  Red  October  candy 
factory 

QUOTE 

"There's  a  small  window  of 
opportunity" 


irdly  dead.  Because  Alliance-Menatep 
d  a  lot  of  work  on  how  to  adapt  West- 
•n  tender  offer  strategies  to  the  Russian 
retem,  the  Russian  securities  commis- 
on  is  now  using  the  offer  as  a  model  in 
rmulating  national  takeover  rules. 
\LUEDGUTS.  The  deal  also  taught 
owning  about  the  differences  between 
'estem-style  high  finance  and  its  rough- 
id-ready  Russian  counterpart.  In  the 
id,  Menatep  won  two  seats  on  the  Red 
ctober  board  and  quickly  moved  to  put 
side  any  hard  feelings  between  itself 
id  the  candymaker  before  things  got 


sia's  largest  aluminum- 
rolling  mill.  The  bank  plans 
to  sell  6.5%  of  the  metals 
plant  in  a  public  offering 
this  summer  More  privati- 
zation deals  lie  down  the 
road:  Moscow  is  starting  to 
let  foreign  investment 
banks  participate  in  some 
tenders  only  if  they  link  up 
with  a  Russian  partner 
For  their  efforts,  man- 
agers like  Downing  and  Paul  have  been 
given  equity  stakes  in  their  firms,  some- 
thing most  Wall  Street  bankers  don't 
achieve  until  their  40s.  But  equity  is  not 
the  only  lure.  "Come  to  Russia  for  the 
frontier  flavor,"  says  Paul.  "Stay  in  New 
York  or  London  if  you're  just  longing 
for  money." 

Nonetheless,  even  less-experienced  ex- 
patriate brokers  and  analysts  are  pulling 
in  salaries  that  are  double  what  they 
could  make  in  the  West.  Downing,  who 
has  10  expats  working  with  her,  says  se- 
curities analysts  just  out  out  of  college 


the  scene  of  sticky  culture 
clashes.  One  expat  was  em- 
ban-assed  when  her  Russ- 
ian colleagues  ordered  beei- 
at  a  breakfast  meeting  with  potential 
Western  chents  at  a  fancy  London  ho- 
tel. And  some  expats  have  left  Russian 
firms  because  they  felt  uncomfortable 
pushing  deals  without  knowing  what  their- 
Russian  pai-tners  were  doing  behind  the 
scenes.  "You're  never  an  insider  if  you're 
not  Russian,"  says  a  Western  banker 

Russia's  hiei-archical  management  style 
is  also  a  rude  awakening  for  Westei-n- 
ers.  At  some  banks,  business  virtually 
shuts  down  when  the  boss  is  out.  And 
Russians  are  often  reluctant  to  share  in- 
formation with  colleagues  or  clients. 
"There's  no  such  thing  as  a  memo  in  a 
Russian  office,"  says  an  expat  who 
worked  one  year  at  a  small  investment 
bank.  Expats  at  one  Russian-owned  bro- 
kei-age  in  Moscow  say  managers  even 
monitoi-ed  employees  through  phone  taps 
and  hidden  cameras.  "One  day  all  the 
wall  clocks  were  gone.  When  they  reap- 
peared the  next  day,  a  Russian  colleague 
climbed  on  a  chair  and  showed  me  the 
hole  in  the  number  6.  Behind  it  was  a 
camera  lens,"  says  an  American  who  left 
the  fh-m  soon  after 

Despite  the  hm-dles.  Westerners  mak- 
ing their  way  to  Moscow's  money  market 
are  staking  their  ftitiu-es  on  the  chance 
that  Russian  institutions  will  tui-n  into 
the  Merrills,  Salomons,  and  Deutsche 
Morgan  GrenfeUs  of  the  East.  Russians 
have  ah-eady  made  huge  progress  in  pri- 
vatizing industries  and  building  new  mar- 
kets. But  they  vdll  need  trained  bankers 
to  keep  the  capital  flowing.  And  the  Rus- 
sians know  where  to  find  them.  Says 
Alan  Clack,  a  reci-uiter  at  Deloitte  & 
ToucheAVard  Howell  in  Moscow:  "There 
is  a  vacuum  in  Russia  among  financial 
institutions  for  knowhow  and  e.xperience, 
and  there  is  a  ready  supply  in  the  West." 
And  as  long  as  demand  outstrips  the  lo- 
cal supply,  the  eastward  trek  of  mbas 
shows  no  sign  of  slowing. 

By  Patricia  Kranz  in  Moscow 
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IS  THIS  A  BULL 
ABOUT  TO  WAKE  UP? 

A  stable  yen  and  easy  credit  could  fuel  Japanese  stocks 

It's  hardly  a  reprise  of  the 
bubble  years,  yet  the  scent 
of  quick  money  is  in  the  air 
again  at  the  Tokyo  Stock  Ex- 
change. When  Daiwa  Securi- 
ties Co.  recently  targeted 
Japanese  office  workers  and 
housewives  with  ads  in 
women's  magazines  promoting 
its  "ministock"  program  for 
modest  trades,  50,000  new 
customers  signed  up. 

They're  not  the  only  Japa- 
nese investors  returning  to 
equities  for  the  first  time  in 
years.  With  domestic  life  in- 
surers and  other  big  institu- 
tions joining  investors  from 
abroad,  the  Nikkei  stock  av- 
erage rebounded  to  a  four-year  high  of 
22,282  in  early  April.  Although  it  has 
retreated  a  bit  since  then  amid  fears  of 
rising  short-term  interest  rates,  mar- 
ket watchers  still  expect  the  average  to 
gain  an  additional  1,000  points  or  so 
and  finish  the  year  up  15%  from  its 
1995  close.  Some  analysts  even  see  the 
Nikkei  hitting  25,000  in  1996. 

Such  buUish  sentiments  haven't  been 
felt  on  the  Tokyo  Exchange  floor  for  a 
long  time.  After  its  1989  peak,  the 
Nikkei  plunged  into  a  death  spiral, 
shedding  over  60%  of  its  market  value 
by  the  time  it  hit  its  low  of  14,500  last 
summer.  Then,  the  market  finally 
turned  around.  As  Japanese  financial 
authorities  took  forceful  steps  to  rein  in 
the  soaring  yen  and  slash  interest  rates 
to  record  lows,  overseas  investors 
poured  in  some  $62  billion  in  a  huge 
bet  on  an  economic  rebound.  Now,  the 
locals,  convinced  that  the  yen  will  re- 
main stable  and  ci-edit  easy,  want  in  on 
the  action. 

UNTETHERED.  Indeed,  the  Ministry  of 
Finance  (mof)  wants  to  see  Japanese 
investors  take  part.  The  Ministry  is 
making  it  easier  for  Japanese  money 
managers  running  Japan's  $2  trillion 
pension  market  to  invest  in  equities. 
Free  to  steer  more  money  out  of  gov- 
ernment bonds  yielding  3%  and  into 
stocks,  pension  funds  plan  to  sink  $40 
biUion  into  equities  in  1996. 


HOW  HIGH?  Now,  individual  Japanese  investors  want  in 


Tokyo's  stock  market  staged  abortive 
recoveries  in  1993  and  '94,  of  course. 
But  "this  is  the  real  thing,"  insists  Ian 
C.  Burden,  representative  director  at 
HSBC  Asset  Management  Japan.  Indeed, 
after  four  years  of  stagnation,  investors 
are  regaining  confidence.  Japan  is  on 
track  for  gi'oss  domestic  product  gi'owth 
of  about  2.5%  in  '96,  with  manufacturers 
preparing  to  announce  profit  gains  of 
over  20%  for  the  fiscal  year  that  ended 
in  March.  Analysts  expect  pretax  earn- 
ings to  rise  an  additional  33%  in  the 
fiscal  year  ending  in  March,  1997.  In- 
dustrial production,  business  invest- 
ment, and  consumer  spending  are  also 
up.  Even  commercial-property  prices 
may  be  close  to  bottoming  out. 

THE  NIKKEI'S  RECOVERY 

24,000  "   

NIKKEI  225 
22,000         STOCK  AVERAGE 


20,000 


MAY  S,  'T,  APR  iO,  '96 

DATA:  BLOOMBERG  FINANCIAL  MARKETS 


Small  wonder  that  Tokyo  stockpick 
ers  have  jettisoned  their  defensiv 
strategies  of  buying  only  companie 
with  a  proven  technology  edge,  pricin 
power,  or  scads  of  cash.  Now,  some  ar 
moving  into  lesser-known  companie 
traded  on  the  over-the-counter  markei 
Shuei  Abe,  manager  of  the  Warbur 
Pincus  Japan  OTC  Fund — whose  net  as 
set  value  has  jumped  by  a  third  sine 
last  June — thinks  innovative  retailer 
will  ride  the  rebound  in  consume 
spending.  His  favorite:  Yams 
da  Denki  Ltd.  It  is  grovdn 
40%  annually  by  supplyin, 
personal  computers  to  sma 
markets  outside  Tokyo  an 
Osaka. 

TESTS  IN  STORE.  Big-capita 
ization  auto,  steel,  and  equif 
ment  issues  are  also  comin 
back  into  fashion,  as  are  higl 
tech  stocks,  even  though  the 
were  bid  up  by  American  an' 
other  overseas  investors  las 
year  But  the  rally  still  coul 
face  some  tough  tests  before 
bull  market  is  finally  in  placf 

Fears  that  the  Bank 
Japan  might  raise  rates  if  th 
economy  rebounds  too  quickl 
have  already  trimmed  some  of  th 
Nikkei's  gains  and  pushed  the  dolla 
down  modestly  against  the  yen.  Bu 
some  economists  think  the  economic  n 
covery  may  start  to  slow  as  early 
next  year  Consumer  spending,  for  on 
thing,  could  suffer  if  the  mof,  as  e> 
pected,  pushes  through  a  hike  in  th 
national  consumption  tax  to  cope  wit 
Japan's  widening  budget  deficit 

The  rising  deficit  itself  could  pus 
long-term  interest  rates  higher.  An 
while  banks  are  currently  enjoying 
windfall  by  borrovring  at  neai-zero  rate 
and  plowing  the  money  into  stocks  an 
bonds,  their  estimated  $800  billion  i 
bad  debts  is  still  expanding,  thanks  t 
record-high  corporate  bankruptcies 
big  bank  failure  could  trigger  a  run  o 
bank  stocks — a  sector  representing  23^ 
of  the  Tokyo  Stock  Exchange's  markf 
capitalization. 

So  far,  though,  the  Nikkei's  turr 
around  looks  like  anything  but 
fluke — especially  now  that  individus 
Japanese  consumers  are  starting 
buy.  Kenichi  Sagami,  general  manage 
of  equities  for  Yamaichi  Securities  Co 
points  out  that  individuals  control  $1 
trillion  in  financial  assets.  If  Japan 
penny-pinching  homemakers  pile  int 
stocks,  this  rally  should  have  som 
staying  power. 

By    Brian  Bremner, 


with  Yok 


Shihata,  in  Tokyo 
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1  Gigabyte 
Hard  Drive 

(Perject  for  c  on  t  ai  n  i  ncj  jou  r  12-hour  workdays) 


120  MHz  Pentium 
Processor 

(Perject  Jor  Jlying  through  every  application) 


Under  $1,700 

(Perfect  for  making  accounting  happy) 


The  joke  in  the  computer  business  yenerally  jiocs  somethinij  hke  this:  perhjrmance, 
.  quahty,  atlortlabilitv  —  pick  any  two.  Well,  it  seems  Compaq  has  rendered  that  little 

witticism  a  bit  obsolete.  Our  Compaq  ProLinea  models,  w  hich  start  under  SI, 325,'  offer  Pentium'  lechnolouv 
to  run  Windows'  95,  the  speed  of  PCI  bus  architecture,  and  a  variety  of  unique  serviceability  ft-atures. 
Which  means  now,  things  sound  a  bit  nKjre  like  this:  performance,  quality,  and  aftV)rdability  —  pii  k  three. 


COMPAa 

Has  It   Changed   Your   Life  Yet? 
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BONDS 


ANEW 
S&L  MESS 

The  thrifts'  deposit-insurance  fund  is  looking  shaky 


For  most  people,  the  savings  and  loan 
debacle  of  the  1980s,  which  cost  tax- 
payers $125  billion,  is  a  distant 
memory.  Not,  however,  for  the  unfor- 
tunate individuals  who  invested  in  so- 
called  Fico  bonds,  $8.2  billion  of  which 
were  issued  by  Financing  Corp.  fico 
was  established  by  Congi-ess  to  pay  off 
depositors  of  insolvent  thi'ifts.  Interest 
on  the  bonds  is  paid  from  premiums  on 
a  chunk  of  remaining  thrift  deposits. 
Over  the  years,  however,  thiift  deposits 
have  been  shrinking  rapidly  (chait).  The 
result,  officials  wam,  is  that  the  bonds 
could  go  into  default  as  soon  as  next 
year  That  could  leave  thousands  of  in- 
vestors, big  and  small,  holding  the  bag. 

On  Apr  Zi,  House  Republican  leaders, 
Treasuiy  officials,  and  banking  regula- 
tors decided  to  move  on  a  deal,  backed 
by  S&L  executives,  to  shore  up  the  ane- 
mic fund  that  insures  thiift  deposits.  The 
deal,  however,  would  have  forced  com- 
mercial banks  to  pony  up  an  estimated 
$12  billion  over  the  next  20  yeai-s  to  help 
in  the  rescue.  Protesting  loudly  to  mem- 
bers of  the  House  Rules  Committee, 
some  of  whom  are  recipients  of  their 
generous  campaign  contributions,  bankers 
were  able  to  have  the  measure  yanked  at 
the  last  minute  ft'om  a  larger  govern- 
ment funding  deal  that  went  through 
the  next  day.  While  bankers  won  the 
Apr  23  battle,  they  could  lose  the  war, 
since  any  fiiture  fimd  fix  could  stick  them 
with  even  more  of  the  bill. 

The  seeds  of  the  cun-ent  crisis  were 
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A  LOOMING  DEFAULT? 

Some  thrifts  are  moving  soo 
deposits  out  of  the  costly 
Savings  Association  insur-  700 
ance  Fund.  Regulators  say 
deposits,  whose  premiums  ^™ 
pay  interest  on  bonds,  could 
shrink  more  rapidly.  If  those  ^™ 
deposits  fall  below  $329 
billion,  which  could  come  as 
soon  as  next  year,  the  bonds 
could  default. 


400 


•INCLUDES  ONLY  DEPOSITS  WHOSE  PREMIUMS.  BY  WW, 
CAN  BE  USED  TO  PAY  INTEREST  ON  FICO  BONDS 

DATA:  FEDERAL  DEPOSIT  INSURANCE  CORP.,  BW 


FDIC'S  HELPER:  "An  increasingly  unstable  situation 


planted  back  in  1987.  As  the  s&L  indus- 
try's problems  became  apparent.  Con- 
gress saw  bonds  as  the  only  way  to 
deal  with  the  insolvencies.  The  bulk  of 
the  $793  million  in  annual  interest  pay- 
ments on  the  bonds  were  to  be  paid 
out  fi'om  thiift  deposit  premiums.  While 
the  bonds  aren't  explicitly  backed  by 
Uncle  Sam,  the  bond  market  has  be- 
lieved that,  if  necessary,  the  govern- 
ment would  stand  behind  them. 
DEPOSIT  SHIFTING.  That  annual  tab  has 
left  the  thrift  fund  in  sad  shape.  The 
banking  industiy  was  able  to  rebuild  its 
separate  fund  to  a  mandated  level  of 
$1.25  for  every  $100  of  de- 

  posits  by  the  middle  of  last 

year.  So  most  banks  pay  vii-- 
tually  nothing  in  insurance 
premiiuns.  But  because  of  the 
thrift  fimd's  severe  undercapi- 
talization, thiifts  must  contin- 
ue to  pay  a  hefty  23(Z  in  pre- 
miums for  every  $100  of 
deposits  each  year.  The  fix 
that  failed  last  week  would 
have  requu'ed  thrifts  to  kick 
$5.5  billion  into  the  fund  im- 
mediately and  then  forced 
bankers  to  pick  up  part  of  the 
FICO  payments.  The  end  re- 
sult: banks  and  thrifts  would 


pay    the    same    modest  premiuniii 
What's  worse  for  the  s&L  fund,  thr;,, 
executives  have  been  looking  for  ways  ij 
reduce  their  bill  by  cutting  premium  pa] 
ments.  In  the  final  quarter  of  last  ye; 
California-based  Golden  West  Fmane 
Corp.  was  able  to  move  $2.6  billion  in  c| 
posits  fi'om  a  thrift  fund-insured  opeii 
tion  to  an  affiliate  backed  by  the  baij 
fund.  That  will  lead  to  a  lower  insti 
ance  bill.  But  it  also  lowers  the  base  |. 
premiums  that  pay  interest  on  t| 
bailout  bonds.  If  that  bafjj: 
cuiTently  at  about  $460  billicij 
falls  below  $329  billion,  t* 
FICO  bonds  could  be  forcl 
into  default.  "We  will  have  * 
increasingly  unstable  situs 
tion,"  warns  Ricki  Helfi} 
chairman  of  the  Federal  Et 
posit  Insurance  Corp.,  whij 
oversees  both  funds. 
SCARE  STORY?  While  the  - 
hasn't  been  a  massive  sh 
by  s&L  executives  into  t 
bank  fund,  there  are  sig 
that  Washington's  inactiu 
may  cause  thrifts  to  acceU- 
ate  efforts  to  cut  premiui 
expenses.  "We're  not  going  ? 
sit  here  and  take"  this  h 
premium  bill,  warns  James 
Montgomery,  chairman 
Great    Western  Financ 
Corp.,  a  California  thrift. 

Bankers  contend  that  the  doomsd 
scenario  painted  by  the  regulators 
pure  fiction.  Edward  L.  Yingling,  ch  i 
lobbyist  for  the  American  Banke; 
Assn.,  ai'gues  that  as  a  practical  matt 
thrifts  simply  can't  move  deposits  ve 
quickly.  And  he  says  regulators  can  sl( 
the  process  down  even  further 

However  quickly  the  deposit  base 
the  thrifts  shrinks,  banks  will  have  trt 
ble  trying  to  avoid  a  major  role  in  i 
solving  the  problem.  Banking  regulate 
will  continue  pressing  for  passage  of  t 
recapitalization  plan.  Ymgling  conten 
that  if  bankers  have  to  kick  in  to 
build  the  thrift  fund,  so  should  playe 
such  as  secondary-mortgage  giants  Fa 
nie  Mae  and  Freddie  Mac,  which  h\ 
and  securitize  some  thrift  mortgages 
Such  efforts  have  failed  before.  Tre 
sury  Under  Secretary  John  D.  Haw' 
warns  that  as  the  thrift  industry  kee 
shrinking,  more  of  the  burden  to  bui 
up  the  insurance  base  will  inevitab 
fall  to  banks.  "Banks  face  a  more  di 
conian  solution  as  we  get  closer  to  c; 
sis,"  he  asserts.  And  a  lot  of  nerve 
FICO  bondholders  will  be  keeping  th< 
fingers  crossed. 

By  Amy  Barrett  in  Washington,  m 
Nanette  Byrnes  in  Los  Angeles 


108  BUSINESS  WEEK  /  MAY  13,  1996 


1 hanks  to 
Sprint  Business, 

more  of  our  flowers 
are  popping  up 
all  over  the  world." 

—  Meg  Whitman,  CI-O,  ITD  Inc. 


t 


FTD;*  a  company  known  the  world  over  for  its  fine  floral 
arrangements,  needed  to  streamline  its  international  order 
process.  Tliey  used  to  rely  on  fax,  phone,  telex  and  cable 
to  transmit  orders. 


"Sprint  helps  us  process  orders  in  half  the  time." 

Sprint  put  VTD  on  its  global  data  network.  Now,  florists  can 
transmit  information  instantly.  So  a  florist  in  Indonesia  can  send 
an  order  directly  to  a  florist  in  England,  or  anywhere  else  in  the 
world,  with  exceptional  speed  and  accuracy. 

'Our  business  is  blooming  all  over  the  world!" 

Now,  Sprint  helps  FTD  florists  in  over  l^^  countries  send 
more  flowers,  to  more  people,  worldwide  than  ever  before. 

Find  out  how  Sprint  Business  can 
help  grow  your  business,  too. 


Call  Sprint  Business 

1  800  816  REAL 


www.sprint.com 


Sprint 


We  help  business  do  more  business 


996  Sprint  Communications  Company  L  P  All  trademarks  are  property  of  ttielr  respective  owners 


Inside  Wall  Street 


BY  GENE  G.  MARCIAL 

A  BIG  STACK  OF 
CHIPS  ON  AZTAR 

Aztar  (azr),  the  owner  and  operator 
of  the  Tropicana  in  Las  Vegas  and 
Trop World  in  Atlantic  City,  is  high  on 
the  buy  list  of  of  some  big  players:  Fi- 
delity Management  increased  its  stake 
from  8.5%  in  March  to  12.5%  in  early 
April.  And  Mario  Gabelli's  investment 
funds  have  upped  their  combined  hold- 
ings to  nearly  10%.  Another  gr"oup,  run 
by  an  aggressive  hedge-fund  manager, 
is  poised  to  file  a  13D  form,  indicating 
a  stake  of  5%-  or  more. 

TROP  PERFORMER 
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What's  behind  this  surge  of  atten- 
tion? Last  summer,  Aztar  was  rumored 
to  be  a  takeover  target,  but  no  buyer 
surfaced.  Now,  interest  has  refocused 
on  Aztai'  mainly  because  of  the  break- 
down of  merger  talks  between  itt  and 
Hilton  Hotels  on  one  hand  and  Bally 
Entertainment  on  the  other.  Scuttle- 
butt is  that  ITT  and  Hilton  offered,  sep- 
arately, between  20  to  26  a  share  for 
Bally.  But  Bally  ceo  Arthur  Goldberg 
is  holding  out  for  30,  says  a  pro  close 
to  Goldberg. 

So  Aztar  is  logically  the  next  prey, 
says  this  source,  a  New  York  money 
manager.  "Suitors  wooing  Bally  are 
also  interested  in  Aztar,"  he  says,  mgm 
Grand,  which  owns  the  mgm  Grand  Ho- 
tel on  the  Las  Vegas  Strip,  has  also  ex- 
pressed interest  in  acquiring  a  compa- 
ny with  solid  Atlantic  City  operations, 
such  as  Aztar,  he  adds.  It  has  applied 
for  a  Ucense  to  operate  in  New  Jersey. 

This  money  i-unner  is  betting  that 
Hilton  will  be  the  first  to  make  a  move 
towards  Aztar,  whose  stock  has 
climbed  to  nearly  10  a  share  from  IV^  at 
the  start  of  the  year.  Many  analysts 
see  it  rising  to  16  just  on  gaming  fun- 


damentals. But  in  a  buyout,  the  stock 
is  worth  18  to  20,  figures  one  hedge 
fund  manager.  Based  on  the  reported 
offer  for  Bally,  "Aztar  is  a  compelling 
bargain,"  says  this  pro. 

Another  reason  for  zeroing  in  on  Az- 
tar: Operators  realize  Atlantic  City  will 
continue  to  grow  as  the  gambling  center 
of  the  East  Coast,  despite  competition 
from  casinos  in  Connecticut.  Aztar's 
TVop World,  one  of  the  biggest  Atlantic 
City  outfits,  accounted  for  60%  of  the 
company's  net  revenues  and  is  current- 
ly being  expanded.  Aztar's  Joe  Cole 
says  it's  company  poHcy  not  to  com- 
ment on  rumors.  Spokesmen  for  itt, 
Hilton,  and  mgm  also  declined  comment. 

FUOUA'S  NEW  GUISE 
-AND  OLD  GUSTO 

Back  in  1993,  entrepreneur  J.  B. 
Fuqua  paid  $1  million  to  Fuqua  In- 
dustries to  remove  his  name  from  the 
company  he  built  into  a  $2  bilUon  con- 
glomerate during  the  1980s.  It  had  fall- 
en on  hard  times  after  he  retired  in 
1989  as  chairman  and  sold  his  stake. 
The  company  renamed  itself  Actava 
Group  in  1993  and  in  1995  was  merged 
into  Metromedia  International. 

Now,  the  name  is  back.  Fuqua,  who 
acquired  35%  of  Vista  Resources  in 
1989,  christened  it  Fuqua  Enterprises 
(fqe)  in  1995.  And  the  new  Fuqua  is 
on  a  roll:  On  Apr.  30,  its  shares  traded 
at  27%  on  the  Big  Board,  up  from  18  in 
early  Februaiy. 

Last  August,  Fuqua  brought  back 
Lany  Klamon,  who  had  driven  the  old 
Fuqua  so  high  as  CEO.  New  York  in- 
vestment house  Neuberger  &  Berman 
has  since  acquired  nearly  5%. 

Klamon  has  been  beefing  up  Fuqua's 
medical-gear  business:  In  March,  he 
arranged  to  buy  for  $40  miUion  in  cash 
a  unit  of  Lumex  that  makes  wheel- 
chairs, hospital  beds,  and  reclining 
chairs  for  dialysis.  "The  acquisition  will 
take  Fuqua  to  sales  of  $100  million  in 
medical  equipment,"  says  analyst  Lee 
Wilder  at  Interstate/Johnson  Lane  in 
Chariotte,  N.  C. 

Fuqua's  other  business — leather  tan- 
ning— has  been  a  moneymaker.  Big 
clients  include  Nike,  Dexter  Shoe,  and 
Sara  Lee's  Coach  unit.  P^uqua  is  com- 
pleting a  joint  venture  in  China  that 
will  use  low-cost  hides  for  products  in 
Asia.  Says  Klamon:  "We're  seUing  to 
Nike  in  Indonesia,  Doc  Martens  in 
Thailand,  and  Reebok  in  China."  Ana- 
lyst Wilder  figures  Fuqua  will  make 


$1.95  a  share  from  continuing  opera- 
tions this  year  on  sales  of  $129.5  mil- 
lion, and  $2.33  on  $139.6  million  in  1997. 

RENEWING  VEINS 
GIVES  ESC  A  LEG  UP 

Despite  the  frenzy  in  initial  public 
offerings,  it's  hard  to  be  blase  about 
the  splash  esc  Medical  Systems 
(escmf)  is  making,  esc  was  taken  pub- 
Uc  by  Smith  Barney  and  Montgomery 
Securities  on  Jan.  24  at  15  a  share  and 
closed  that  day  at  27.  Analyst  Stephen 
Handley  of  Smith  Barney  quickly 
boosted  his  12-month  price  target  to 
a  lofty  40.  Montgomery's  Leonard  Yaffe 
set  a  target  of  39.  Those  proved  to  be 
low:  The  stock  hit  45%  on  Apr.  23. 

What's  so  hot  about  Israel's  esc 
Medical?  Analysts  expect  its  Photo- 
Derm  VL  to  soar:  Using  an  intense, 
pulsed-light-source  technology,  Photo- 
Derm  treats  varicose  veins,  spider 
veins,  and  other  vascular  lesions. 

esc  introduced  PhotoDerm  in  Eu- 
rope ill  late  1994.  By  August,  1995,  the 
product  got  U.  S.  Food  &  Drug  Admin- 
istration approval,  esc  has  sold  80  Pho- 
toDerm units  so  far  in  the  U.  S.  Rival 
methods  for  treating  veins  exist,  such  as 
sclerotherapy  injection,  surgical  ligation, 
and  laser  systems. 

"PhotoDerm  vl  FEELING 
has  distinct  ad-  THE  RUSH 
vantages  over 
these  alterna- 
tives," says  Mont- 
gomery's Yaffe. 
Because  it's  non- 
invasive, he  says, 
PhotoDerm  does 
not  cause  the  pain 
and  scarring  asso- 
ciated with  surgi- 
cal ligation  and 
sclerotherapy,  esc 
is  also  more  flexi- 
ble: It  can  treat 
vessels  too  small 
or  too  big  for  other  methods,  he  adds. 

"First-quarter  results  exceeded  ex- 
pectations by  a  wide  margin,"  notes 
Handley.  So  he  has  raised  his  earnings 
estimates  to  94(?  a  share  for  1996  and 
$1.30  for  1997,  up  from  34(?  last  year. 
Prospects  for  new  products  are  bright, 
says  Handley.  These  include  Epilight,  a 
hair-removal  technology  that  could  be 
sold  in  foreign  markets  soon,  esc 
Chairman  Shimon  Eckhouse  says  he 
expects  to  seek  fda  approval  of  Epi- 
Ught  in  the  next  few  months. 
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Smartsourcing:  Impact  and  Implementatioii^^ 

June  25th  and  26th.  McGraw-Hill  Headquarters,  New  York,  NY. 


Can  outsourcing  your  company's  IT  systems  improve  your  bottom  line?  Find  out  how  your 
ipany  can  prosper  by  doing  more  of  what  it  does  best. 

Join  Business  Week  and  some  of  America  s  most  successful  industry  leaders  for  "Smartsourcing: 
lact  and  Implementation."  This  interactive  gathering  will  focus  on  effective  insourcing  and 
lourcing  strategies  for  businesses,  with  a  particular  emphasis  on  information  technology. 

If  you're  a  CIO,  CFO,  SVP  of  Technology,  or  IT  strategist  and  decision  maker,  you  won't  want 
liss  this  strategic  industry  event. 
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Beyond  news.  Intelligence. 


Business  Week 


Information  Processing 


THE  INTERNET 


IBM'S  TOLLBOOTH 
FOR  THE  l-WAY 

Will  its  content  clearinghouse  spur  electronic  commerce? 


Problem  One:  If  you're  a  cyber- 
cioiiser,  you  can  search  the  vast- 
ness  of  the  Internet,  but  you  can't 
get  into  private  databases  such 
as  Nexis.  Problem  Two:  If  you're  an  in- 
formation provider,  you  can  blast  it 
everywhere  using  the  World  Wide 
Web — but  getting  paid  for  your 
"content"  is  another  stoiy.  "Un- 
til some  of  these  issues  are  re- 
solved, electronic  commerce  as 
it  relates  to  intellectual  propeily 
cannot  blossom,"  says  Ron  Dunn, 
president  of  the  Information  In- 
dustiy  Assn.,  a  trade  gi"oup  for  in- 
formation providers. 

IBM  believes  it  has  a  sei"vice  that 
addresses  these  concerns.  On  Apr.  30,  it 
opened  infoMarket,  an  electronic-content 
clearinghouse  that  will  also  act  as  a  toll- 
booth  for  the  InfoiToation  Superliighway. 
The  computer  giant  will  provide 
access  to  various  databases — on 
the  Internet  and  elsewhere — and 
offer  the  owners  of  the  data  the 
means  to  protect  against  pilfer- 
ing as  well  as  to  collect  money 
fi'om  paying  customers.  "It's  a 
way  to  see  our  data  on  the 
Internet  and  actually  get 
paid,"  says  David  Hoppmann, 
president  of  Intell.X,  a  division 
of  electronic-database  provider  Data 
Times  Cor-p. 

PAY-PER-VIEW.  So  fai;  IBM  has 
persuaded  ::!0  companies  in- 
cluding Eastman  Kodak, 
Xerox,  Reutei-s,  America 
Onhne,  and  Yahoo!  to  use 
its  technology  or  provide  theii' 
content  via  the  sei-vice.  The 
big  score  is  America  On- 
line, which  will  use  ibm's 
technology  as  a  pay-per-view 
mechanism  for  aol  customers 
using  the  Web.  "We've  got  the 
Big  Mo  beliind  us,"  crows  Jeff 
Crigler,  a  former  executive  at 
Mead  Data  Centr-al  who  was  brought  in 
to  start  up  infoMarket.  The  computer 
giant  will  take  fi'om        to  40%  of  each 
transaction,  depending  on  the  informa- 


HOW  INFOMARKET  WORKS 

IBM's  system  for  providing  access  to 
databases-both  on  and  off  the  Net: 

STEP  1  Type  in  informa- 
tion that  you  want  to 
search  for  online.  Special 
\  software  technology 
translates  the  query  so 
tof-      \  that  it  can  use  popular^.^ 
search  engines.  With 
that  single  request, 
the  service  then  simul- 
taneously searches  databases  on 
the  Internet  as  well  as  those  of 
private  content  providers. 

STEP  2  A  list  of  relevant  data  is 
sent  to  the  user,  ranked  by  how 
closely  the  information 
matches  the  origi 
nal  query.  The 
customer  clicks  on 
the  information 
needed,  and  a 
request  automati- 
cally goes  back  to 
the  content  provider. 
The  data  are  then  placed  m 
an  encrypted  package  called  a 
cryptolope,  which  is  sent  back 
to  the  user. 

STEP  3  When  the  user 
opens  the  package,  it 
automatically  trig- 
gers a  message 
back  to  an  IBM 
clearinghouse.  If  the 
customer's  credentials  and 
security  key  on  file  match,  the 
data  can  be  opened.  The  clearing- 
house notifies  the  content  provider 
and  an  IBM  billing  service,  which 
mails  out  a  bill  to  the  customer. 


tion  provider.  Other  online  services  o 
private  electronic  databases  charge  anj 
where  fi'om  15%  to  50%  of  sales. 

Big  Blue's  infoMarket  is  more  than 
billing  service,  ibm  is  provichng  a  rad: 
cally  different  approach  to  electroni 
services.  Today,  most  information  bough 
over  a  network  is  paid  for  on  a  sut 
scription  basis.  Customers  can  dowr 
load  information  from  a  particular  sei 
vice,  say  Nexis  or  America  Online,  ff 
fees  based  on  the  amount  of  conne 
time  or  a  flat  monthly  charge. 

On  infoMarket,  customers  pay  onl 
for  what  they  use — there  is  no  servic 
fee.  The  content  providers  control  th 
information — running  their  own  dat 
bases  and  setting  their  own  price 
IBM  provides  an  infrastructur 
giving  business  researchers  o 
consumers  a  way  to  search  fo 
information  and  handling  all  th 
billing.  "Charging  only  fo 
what  you  want  is  a  vei 
attractive  scheme,"  say 
Hoppmann  of  Intell.X. 
COPY  SHOCK.  Publisherl 
can  use  infoMarket  to  offei 
an  infinite  variety  of  pricinj 
schemes — say,  one  fee  t( 
view  the  inlbnnation  and  an 
other  to  print  it  out.  What's  moi-e,  th( 
service  addresses  a  serious  issue  for  in 
formation  providers:  captuiing  royaltie; 
when  material  is  purchased  and  thei 
freely  distributed  within  an  organiza 
tion  or  to  the  public.  With  infoMar 
ket,  IBM  promises  to  keep  tracl 
of  the  information  so  eael 
user  vrill  have  to  pay  a  fe 
to  view  the  data. 

That  might  come  a 
a  shock  for  millions  o 
cybernauts  who,  wit! 
the  click  of  a  mouse 
now  make  electroni' 
copies  the  way  they  pho 
tocopy  printed  material.  But  that's  no 
IBM's  target.  Rather,  it's  focusing  on  sel 
rious  users  of  business  information- 
people  willing  to  pay  for  timely  or  hard 
to-get  information. 

At  the  heart  of  infoMarket  is  ar 
enciy]jtion  technology  IBM  calli 
Cry[3tolope.  Think  of  it  as  i 
secui'e  envelope  or  packag( 
that  contains  the  data  anc 
how  much  the  informatior 
costs.  Customers  must  regis- 
ter with  the  IBM  clearinghouse  to  get  ar 
electi'onic  key  that  will  open  their  cryp- 
tolopes.  Once  the  package  is  opened,  tht  i 
ci'yptolope  fires  off  a  message  to  the 
cleai-inghouse,  which  notifies  the  pub- 
lisher- and  bills  the  customer-,  ibm  is  work- 
ing with  Xerox  Corp.  to  develop  soft- 
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[  Warning:  Side  effects  include 
acute  feelings  of  euphoria.] 


[  Riviera  by  Buick] 


a  by  Buick:  No  other  luxury  coupe  provides  such  a  personal  expression  of  power,  confidence  and  control.  With  its  head-turning  design  and  supercharged 
ip  engine,  Riviera  can  do  wonders  for  your  state  of  mind.  For  all  the  details  of  this  limited-time  lease,  see  your  local  Buick  dealer  Or  call  1-800-4-RIVIERA. 

30  per  month  for  30  months  $1,995,00  DOWN  PAYMENT,  $2,844  00  due  at  lease  signing  (first  month's  payment  of  $399  00,  plus  $450  00  refundable  security  deposit,  plus  down  payment)  Taxes,  license,  title  lees,  and 
ce  extra.  GIVIAC  must  approve  lease  Example  based  on  a  '96  Buick  Riviera  1SE  package,  leather  bucket  seats,  3800  Series  II  Supercharged  engine,  Astroroof,  CD  player,  and  heated  memory  seats  $35,050.00  MSRP, 
ig  destination  charge.  Monthly  payments  total  $1 1 ,970.00.  Payments  may  be  higher  in  Alabama,  California,  Connecticut,  Hawaii,  New  York,  Rhode  Island,  Texas,  and  Virginia  Option  to  buy  at  lease  end  tor  price 
ined  at  lease  signing  Mileage  charge  of  $.1 5  per  mile  over  30,000  miles.  Lessee  pays  for  excess  wear.  You  must  take  retail  delivery  out  of  dealer  stock  by  June  1 . 1 996  See  your  participating  dealer  for  qualification  details. 


At  last,  the  American 
Dream  comes  with 
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f  you  have  a  dream,  and 
are  determined  to  reach  it  —  you'll 
want  to  hear  what's  on  these  tapes. 

You'll  leam  valuable  lessons  from  real-life  entrepreneurs  as 
they  tell  their  own  stories,  in  their  own  words,  of  how  they 
were  able  to  spot  opportunities,  overcome  challenges,  and 
achieve  their  dreams. 

With  "The  Keys  to  Enttepreneurial  Success," 

you'll  leam  about  motivations,  managing  risk,  raising  money, 
building  business  plans,  leadership,  and  more. 

With  "Successful  Selling  for 
Entrepreneurs:  Helping  Customers 

Buy,"you"ll  leam  how  to  identify  customer 

needs,  help  people  find  solutions  to 
^'jf  I       their  problems,  and  develop  long- 
.  ^  '      temi  customer  relationships. 

This  unique  tape  series  is  by,  for 
and  about  real-life  entrepreneurs. 

The  tapes  also  offer  insights  from  experts  in 
the  field  of  entrepreneurship. 

Call  to  order  these  valuable  tapes  that  can  help  you  become  a 
more  effective  entrepreneur.  Each  title  consists  of  3  audio  tapes 
full  of  practical  techniques  you  can  use.  Just  $29.95  each,  plus 
tax,  shipping  and  handling.  We'll  send  your  money  back  if 
you're  not  completely  satisfied. 


1-8004458507 
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ware  that  lets  the  content  owner  co 
trol  the  ciyptolope.  For  example,  a  cry 
tolope  could  be  sent  out  that  is  tim 
sensitive  or  restricts  vievdng  to  on 
senior  management.  Or  a  customer's  a 
count  could  be  credited,  say  if  the  data 
passed  to  10  other  people  who  pay  for 

"It's  a  complete  break  from  all  oth^ 
ways  infomiation  has  been  published  ( 
the  Net  to  date."  says  Art  Hutchinso 
a  consultant  with  Northeast  Consultii 
Resoiu'ces  Inc.  in  Boston.  "It  turns  pas 
along  ft'om  a  business  threat  to  a  bus 
ness  opportunity." 

InfoMarket's  other  major  technolo| 
is  a  poweiful  search  capabihty  that 
lows  users  to  search  the  Internet 
well  as  pnvate  databases  with  a  sing 
query.  Today,  if  you  want  to  search  tl 
Net,  you're  likely  to  tap  into  sever 
directories  or  databases  to  make  s 
you've  hit  all  available  resouixes.  "0: 
interface  allowing  customers  to  seari 
multiple  databases  wiE  be  a  popular  fe| 
tm'e,"  says  Maureen  Stevens,  a  directi 
at  Disclosure  Inc.  The  Bethesda  (Mi 
database  outfit,  which  compiles  data  ( 
12,000  companies,  will  offer  a  variel 
of  ft'ee  and  fee-based  services  via  tl 
new  IBM  setup. 
TRAFFIC  JAMS?  The  technology  is  su] 
to  be  ripe  for  corporate  intranets,  to 
These  setups  are  used  to  link  intern 
networks  with  outside  ones,  such  i 
database  services.  Says  Hutchinso: 
"Thei'e  is  a  huge  need  to  mix  and  mate 
internal  and  external  data." 

IBM  isn't  the  only  company  tiying 
find  ways  to  chai-ge  for  content  on  the 
way.  Electronic  Publishing  Resource 
Inc.,  a  six-year-old  Sunnyvale  (Calii 
company,  is  developing  similai-  technolog 
to  protect  digital  rights  and  payment 
Its  approach:  epr  will  provide  the  sof 
ware  tools  for  other  companies  to  buil 
their  owm  electronic-commerce  setup 
Robert  Weber,  an  epr  senior  vice-pres 
dent,  says  IBM's  central  clearinghous 
could  tum  out  to  be  a  bottleneck  if  tra 
fic  swells:  "InfoMarket  has  some  serioi 
challenges  in  terms  of  scalability."  I 
tests  involving  50,000  users  and  info 
mation  providers,  Crigler  says  infoMa; 
ket  has  had  no  capacity  problems. 

Crigler  isn't  forgetting  the  medi 
mogul  wannabes,  either  After  all,  t 
Internet  has  built  up  critical  mass  largi 
ly  because  of  the  millions  of  people  whj 
used  the  Net  for  an  alternate  source 
information.  So  he's  starting  a  servic] 
for  budding  publishers.  "Just  send 
an  article,  and  we'll  package  it  in 
cryjjtolope."  says  Crigler  If  he  has  h: 
way,  there  could  be  a  cryptolope  i 
every  E-mail  box. 

By  Ira  Sager  in  New  Yor 


THE  PICTURE 
STARTS  TO  DARKEN 

First-quarter  earnings  were  flat  amid  signs  that  the  profit  cycle  is  slowing 


(1< 


The  air  seems  finally  to  be  leaking 
out  of  the  coi-porate  profit  balloon. 
The  900  companies  on  business 
week's  Corporate  Scoreboard  post- 
ed record  earnings  in  '94  and  '95.  But 
now  it  looks  like  time  to  start  getting 
used  to  slower  growth:  Corporate  prof- 


its were  flat  in  the  first  quarter  of  '96 
vs.  the  same  period  last  year.  "Compa- 
nies are  doing  their  best  to  put  a  posi- 
tive spin  on  it,"  says  Richard  Benistein, 
director  of  quantitative  research  at  Mer- 
rill Lynch  &  Co.,  "but  it's  clear  that  the 
profit  cycle  has  started  to  slow." 


A  major  factor  affecting  eaiTiings  was 
a  pair  of  one-time  hits  to  the  botton 
line.  Chase  Manhattan  Corp.  took  s 
$1.03  billion  wiite-off  in  the  aftermath  o: 
its  merger  with  Chemical  Banking  Corp 
A  strike  at  two  Ohio  parts  plants  cosi 
General  Motors  Corp.  $900  million  ir 
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Earnings:  The  Winners  and  the  Losers 


THE  INDUSTRIES 


THE  COMPANIES 


1        THE  LEADERS 

1       THE  UGGARDS 

1   WHO  MADE  THE  MOST  1 

1    WHO  LOST  THE  MOST  1 

PERCENTAGE  CHANGE  FROM 

PERCENTAGE  CHANGE  FROM 

MILLIONS  OF 

MILLIONS  OF 

1995'S  FIRST  OUARTER 

1995'S  FIRST  QUARTER 

DOLLARS 

DOLLARS 

TEXTILES 

114% 

PRINTING  &  ADVERTISING 

LOSS 

EXXON 

$1,885 

APPLE  COMPUTER* 

-$740 

CONSTRUCTION  &  ENG. 

55 

ENTERTAINMENT 

-94% 

PHILIP  MORRIS 

1,565 

DONNELLEY  (R.R.) 

-377 

FINANCIAL  SERVICES 

41 

BUILDING  MATERIALS 

-73 

GENERAL  ELECTRIC 

1,517 

KMART*** 

-369 

HOTEL  &  MOTEL 

39 

PUBLISHING/BROADCASTING 

-64 

AT&T 

1,443 

DELTA  AIR  LINES** 

-276 

COAL,  OIL  &  GAS 

37 

STEEL 

-58 

GENERAL  MOTORS 

1,020 

AMERICAN  STANDARD 

-203 

COMPUTER  SOFTWARE  &  SVCS 

35 

FOREST  PRODUCTS 

-56 

CHRYSLER 

1,005 

SEAGATE  TECHNOLOGY** 

-157 

AEROSPACE  &  DEFENSE 

35 

TRUCKING  &  SHIPPING 

-56 

BELLSOUTH 

970 

WALTER  INDUSTRIES** 

-118 

MISCELLANEOUS  SERVICES 

26 

COMPUTERS/PERIPHERALS 

-43 

WAL-MART  STORES*** 

942 

READER'S  DIGEST** 

-114 

APPAREL 

24 

TRANSPORTATION  SERVICES 

-42 

CITICORP 

914 

BRADLEES*** 

-109 

PETROLEUM  SERVICES 

24 

RETAILING 

-38 

INTEL 

894 

WOOLWORTH*** 

-107 

MEDICAL  PRODUCTS 

22 

CARS  &  TRUCKS 

-37 

DUPONT 

879 

CHARMING  SHOPPES*** 

-107 

SPECIAL  MACHINERY 

21 

APPLIANCES  &  HOME  FURN. 

-29 

MERCK 

864 

EDISON  BROTHERS  STORES 

***-107 

TELEPHONE  COMPANIES 

18 

CONSTRUCTION /REAL  ESTATE 

-29 

HEWLETT-PACKARD 

790 

LUCENT  TECHNOLOGIES 

-103 

EATING  PLACES 

17 

MACHINE  &  HAND  TOOLS 

-26 

JOHNSON  &  JOHNSON 

790 

CABLEVISION  SYSTEMS 

-98 

BANKS  -  WEST  &  SOUTHWEST  16 

NONFERROUS  METALS 

-22 

IBM 

774 

PAMIDA  HOLDINGS*** 

-94 

ALL-INDUSTRY  AVERAGE:  +0% 

*  FISCAL  SECOND  QUARTER  "  FISCAL  THIRD  QUARTER  "*  FISCAL  FOURTH  QUARTER 
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•ofits  in  the  quarter.  Subtract  these 
!0  noni'ecuiTing  events,  and  profits  for 
e  900  companies  would  have  been  up 

So  while  profits  have  slowed,  there's 
ill  some  steam  left.  And  not  all  the 
imbers  were  sluggish.  Revenues  rose 
i  in  1996's  first  quarter  vs.  the  same 
!riod  last  year.  Sales  gi'owth  and  thin- 
ng  margins  are  consistent  with  a  ma- 
ring  profit  cycle,  say  economists.  As 
.e  economy  slows,  companies  are 
reed  to  make  price  concessions  to  en- 
;e  customers  while  costs  still  remain 
gh.  Result:  Profits  suffer. 
IE  CULPRIT.  Bellwether  cyclicals  were 
nong  the  industiies  whose  profits  took 
e  hardest  hits  in  the  first  quarter, 
amings  in  the  steel  sector  plummeted 
1%  in  that  period,  compared  with  last 
sar's  first  quaiter,  wliile  forest  products 
ere  off  56%.  Paper  and  chemical  com- 
mies also  lost  ground.  "It  does  point 
it  that  the  economy  is  not  exactly 
)oming,  but  it's  hardly  a  sui'e  sign  of  a 
icession  ahead,"  says  James  R.  Sol- 
way,  director  of  research  at  Argus  Re- 
arch  Corp. 

Foremost  among  those  industries 
•agging  down  overall  earnings  were 
imputer  makers.  The  main  culprit  was 
pple  Computer  Inc.,  which  reported  a 
unning  $740  million  loss  for  the  quar- 
r.  This  was  Apple's  second  consecu- 
ve  loss,  and  analysts  expect  more  red 
k  to  flow.  At  the  heart  of  its  troubles 
■e  sinking  sales,  which  were  down  18%, 
•ompting  price  cuts.  IBM's  profits,  too, 
ere  off — 40%  vs.  last  year — after  the 
imputer  giant  turned  in  a  disappointing 
;rformance  in  computer  hardware, 
roduct  transition  in  its  mainframe  and 
idrange  computer  lines  slowed  sales, 
;  did  weak  demand  for  PCs  in  North 
merica.  Notable  industry  exceptions 
porting  gains  were  Digital  Equipment 
orp.  and  Hewlett-Packard  Co. 

Detroit  caused  some  ripples,  as  well. 
1  the  strike's  aftermath,  gm  posted 
-ofits  of  $1.02  billion,  down  53%.  Ford 
otoY  Co.  was  still  suffering  from  the 


cost  of  launcliing  two  mass-volume  prod- 
ucts, the  F-150  full-size  pickup  truck 
and  the  Escort  subcompact.  Meanwhile, 
Chrysler  Corp.  pulled  off  its  best  first 
quarter  in  history.  Its  new  minivan  is  a 
big  hit,  and  tioick  sales  are  booming. 

The  retailing  industry  continued  to 
flounder,  hampered  by  tightfisted  con- 
sumers, too  many  stores,  and  a  lack  of 
exciting  new  products.  Toys  *R'  Us  Inc.'s 
profits  plummeted  77%,  to  $93  miUion. 
The  toy  retailer  was  forced  to  cut  prices 
and  boost  promotional  spending  because 
of  competition  from  discounters.  The 
company  also  took  a  $270  million  write- 
off to  pare  down  the  number  of  prod- 
ucts offered,  close  stores,  and  consolidate 
operations.  Two  companies  that  bucked 
the  trend:  Home  Depot  Inc.  and  Feder- 
ated Department  Stores  Inc.,  both  of 
which  posted  gains  last  quarter 


Several  other  bright  spots  shone 
through  the  cloudier  economic  picture. 
Profits  in  the  financial-services  indus- 
try soared  in  the  fii'st  quarter  as  the 
stock  market  rose  to  all-time  highs.  Sa- 
lomon Inc.,  parent  of  Salomon  Broth- 
ers Inc.,  led  the  pack  with  net  income  of 
$276  million,  the  thu-d-largest  quarterly 
profit  in  the  securities  firm's  history. 
Merrill  Lynch's  earnings  rose  80%,  to 
a  record  $409  million,  while  Morgan 
Stanley  &  Co.  posted  an  all-time  liigh  of 
$273  million.  "Eveiything  came  together 
on  Wall  Street,"  says  Michael  Flanagan, 
president  of  Philadelpliia-based  Financial 
Service  Analytics.  "Record  exchange 
volume  and  undei-wiiting  and  robust  as- 
set management"  all  contributed  to  the 
boom. 

Another  big  winner:  the  nation's  air- 
lines. Rising  air  fares,  strong  demand, 


A  Spotlight  on  First-Quarter  Profits 


AFTERTAX  PROFITS 
QUARTER  BY  QUARTER 

PERCENT  CHANGE  FROM 
SAME  PERIOD  OF  PRECEDING 
80-  YEAR,  ALL  INDUSTRIES 
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COMPUTER  SOFTWARE 
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BREAKING  DOWN 
THE  LATEST  QUARTER 

AS  REPORTED  +0% 

WITHOUT  COAL, 

OIL  &  GAS  -2% 


INDUSTRIES  WITH  THE  BIGGEST 
DOLLAR  CHANGE  IN  THE  QUARTER 

Overall,  profits  were  unchanged 
from  1995's  first  quarter.  Not 
great,  but  better  than  the  6% 
drop  in  the  fourth  quarter.  So 
what  separated  winners  from 
losers?  Unusual  circumstances 
led  to  negative  results  in  certain 
industries,  such  as  the  strike 
at  General  Motors  and  IBM's 
$435  million  R&D  charge-off.  ^ 
Among  the  winners,  the  boom-  ' 
ing  stock  market  helped 
brokerage  firms,  while  cold 
weather  and  rising  crude  and 
gas  prices  aided  the  oil  | 
companies.  Still,  there's 
reason  to  worry.  Last 
year,  8%  of  the 
industry  groups 
showed  decreasing 
profits.  This  year, 
43%  show  a  drop. 
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Corporate  Scoreboard 


There  were  bright  spots:  Airlines,  financial  services, 
telephone  companies,  and  software 


and  tighter  capacity  di-ove  up  eai-nings. 
Continental  Ail-lines  Inc.  posted  a  prof- 
it of  S93  million  in  the  fet  qtiaiter.  after 
losing  money  last  year.  At  .a_mr  Coi-p., 
the  pai-ent  of  American  Aii'lines  Inc., 
an  influx  of  business  fliers  helped  liaise 
revenue  per  passenger  seat-mile  by 
2.9%  and  sent  profits  up  324'^.  to  S157 
rmUion. 

Telephone  companies  enjoyed  a 
sti-ong  fii-st  quaiter.  ^^'hy?  Simple — moi-e 
telephone  lines.  "They've  become  a  sta- 
tus s\Tnbol:  even'body  needs  a  second 
and  thii'd  line  at  home  for  their  com- 


puic-r  anu  lax."  say?  Linda  Meltzer. 
managing  dh-ector  of  UBS  Secuiities  Inc. 
And  ceUulai'  phones  are  mldly  populai-. 
Riding  both  these  trends  was  BellSouth 
Coi-p.,  where  flrst-quaiter  profits  rose 


ll'^c.  BellSouth  had  a  record  hike 
phone  lines,  adding  359,000. 
■    Microsoft  Coi"p.,  the  Xo.  1  maker  o 
PC  softwai-e,  was  the  engine  behind  stel 
lar  gains  in  software  and  senice: 
the  quarter  Mci-osoft's  applications  busi 
ness,  which  claims  some  90%  of  the 
market,  also  got  a  boost  fi-om  its  \^'in95 
Now.  Coiporate  America  faces  the  chal 
lenge  that  Microsoft  has  ably  con 
quered — tning  to  caiwe  out  eaiTiing 
in  the  matiu-e  phase  of  a  profit  cycle. 
By    Willy   Stern    in    Xew  York 
ivith  biveau  repoi-t. 


WHY  WAGES  MAY  BEGIN  INCHING  UP 


It's  no  coincidence  that  Coi"porate 
America  has  enjoyed  fom-  fat 
years  while  its  workei-s  have  been 
sen-ed  up  some  pretty  slim  pickings. 
After  aU,  keeping  a  tight  lid  on  labor 
costs  played  a  lai*ge  part  in  making 
companies  more  competitive  and  se- 
curing strong  profits.  Now,  profit 
gi'owth  is  slowing — net  income  for 
the  900  companies  in  business 
week's  Corporate  Scoreboard  was 
flat  in  the  first  quarter.  At  the  same 
time,  wages  are  creeping  up.  How 
much?  Da\id  Wyss,  an  economist  at 
DRi/McGi*aw-Hill,  voices  the  majority 
\iew,  predicting  that  wage  gi-outh 
will  accelerate  "slightly"  this  year — 
to  2.9%  from  last  years  2.7%.  A  few 
economists,  though,  think  wage  pres- 
sure could  be  more  intense. 

The  consensus  argues  that  in  the 
hotly  competitive  global  marketplace, 
employers  wiU  be  ever-\igilant  and 
won't  soon  loosen  theii-  grip  on  cor- 
porate ptirse  strings.  By  the  same 
token,  most  economists  say,  workers 
who  figure  theVre  luckj'  to  have 
a  job  won't  press  for  big  wage 
increases. 

A  BACKLASH?  But  the  more  pes- 
simistic wage-watchers  look  at  omi- 
nous recent  straws  in  the  wind. 
Pli'st,  there's  the  political  backdrop 
of  "worker  backlash,"  says  ilorgan 
Stanley  &  Co.  Chief  Economist 
Stephen  S.  Roach.  For  years,  labor 
took  it  on  the  chin,  not  sharing  in 
Corporate  America's  gains,  and  this 
is  fijiaUy  sparking  a  reaction  among 
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PERCENT  GAIN  IN 
EMPLOYMENT  COST 
INDEX  FOR  WAGES 
AND  SALARIES 


workers — and  in  Congress.  Legisla- 
tion to  raise  the  minimiun  wage  by 
90c  to  Si  fi'om  S4.25  an  horn*  has  gar- 
nered surprising  support  in  Washing- 
ton, and  it  may  yet  pass. 

Roach  beUeves  the  higher  costs 
could  be  di-amatic.  It's  true  that  only 
3.7  miUion  workers  earn  the  mini- 
mum wage,  which  means  a  direct 
boost  to  overall  wages 
of  a  scant  0.2%  in  each 
of  the  two  years  over 
which  an  increase 
would  be  phased  in. 
But  Roach  believes 
other  low-wage  work- 
ers will  also  get  in- 
creases as  managei-s 
try  to  fend  off  further      ^  " 
antibusiness  moves  in         -  . 
Congi'ess.  He  says  the  r: 
wage  boost  could 
amount  to  a  fuU  per- 
centage point  over  two  years,  push- 
ing the  emplo\Tnent  cost  index  (eci) 
for  wages  and  salaries  to  3.4%  this 
year  and  3.8%  in  1997 — hai-dly 
amoimting  to  galloping  wage  infla- 
tion, but  stfll  weU  above  the  consen- 
sus forecast  of  ai'oimd  3%  for  each 
year.  The  first  quarter  ECi  report  af- 
firms upward  pressure:  Wages  and 
salaries  jumped  1%.  pushing  the 
Mai-ch,  1996,  over  March,  1995. 
growth  rate  to  3.2%. 

Also  pushing  wages  up  will  be 
cyclical  pressui'es,  and  those  might 
be  stronger  than  most  experts  be- 
heve.  Roach  is  looking  for  gross  do- 


THE  PACE  OF  PAY 
INCREASES 


mestic  product  gi'owth  of  4%  in  the 
second  and  third  quarters  of  this 
year.  WoUiam  Dudley,  chief  U.  S. 
economist  at  Goldman.  Sachs  &  Co., 
beheves  that  monetaiy  poUcy  has 
been  relatively  easy  and  also  fore- 
casts a  pickup  in  gi'0\rth. 

With  unemplojonent  at  5.6%, 
heightened  demand  for  workers  may 
force  employers  to 
pay  up  for  good 
workei^s.  In  a  recent 
siu"%-ey,  the  Confer- 
ence Board  found 
that  43%  of  htmian- 
resource  directors  at 
large  companies  re- 
port difficulty  in  re- 
cruiting and  keeping 
,  high-quahty  work- 

ers— from  entrj'-level 
f      managers  to  techni- 
cal workers. 
Finally,  economists  are  casting  a 
wary  eye  toward  the  commodity 
mai'kets.  The  big  worrj'  is  that  high- 
er food  and  energy  prices  might 
eventually  be  matched  by  faster 
wage  growth.  Even  if  they  aren't, 
the  days  when  Corporate  America 
could  offset  commodity  price  gains 
by  slashing  the  labor  bill  are  proba- 
bly over  And  passing  on  steeper 
grain  and  gasoline  costs  in  higher 
end-product  prices  isn't  an  option. 
Add  it  aD  up,  say  the  pessimists,  and 
profit  margins  are  siu'e  to  be 
squeezed. 

By  Karen  Pennar  in  New  York 


First  Quarter  1996 

CORPORATE  SCOREBOARD 


lossary 

iLES:  Includes  all  sales  and 
ler  operating  revenues.  For 
nks,  includes  all  operating 
venues. 

iOFITS:  Net  income  before 
traordinary  items.  For  banks, 
jfits  are  net  income  after 
:urity  gains  or  losses. 
IRGINS:  Net  income  from 
ntinuing  operations  before 
traordinary  items  as  percent 
sales. 


RETURN  ON  INVESTED  CAPITAL: 

Ratio  of  net  income  before 
extraordinary  items  and  discon- 
tinued operations,  plus  minority 
interest  and  interest  expenses 
adjusted  by  tax  rate  (all  for 
most  recent  12  months),  to  lat- 
est available  total  funds  invest- 
ed in  company. 
RETURN  ON  COMMON  EQUITY: 
Ratio  of  net  income  available 
for  common  stockholders  (most 
recent  12  months)  to  latest 
available  common  equity. 


which  includes  common  stock, 
capital  surplus,  and  retained 
earnings. 

PRICE-EARNINGS  RATIO:  Based 
on  Apr.  19,  1996,  common- 
stock  price  and  corporate  earn- 
ings from  continuing  operations 
before  extraordinary  items  for 
most  recent  12-month  period. 
GROWTH  IN  COMMON  EQUITY: 
Annual  percentage  growth  in 
common  equity  for  latest  five- 
year  period. 


GROWTH  IN  EARNINGS  PER 
SHARE:  Annual  percentage 
growth  in  earnings  per  share, 
including  all  common-stock 
equivalents,  for  latest  five-year 
period. 

MARKET  VALUE:  Latest  avail- 
able shares  outstanding  times 
stock  price  on  Apr.  19,  1996. 
EARNINGS  PER  SHARE:  For 

most  recent  12-month  period. 
Includes  all  common-stock 
equivalents. 


COMPANY  SALES  PROFITS  RETURN 


MARGINS  5-YEAR  GROWTH  ,)^"uE 


1ST 

CHANGE 

1ST 

CHANGE 

1ST 

1ST 

ON 

ON 

EARNINGS 

SHARES 

MONTHS' 

QUARTER 

FROM 

QUARTER 

FROM 

QUARTER 

QUARTER 

INVESTED 

COMMON 

COMMON 

PER 

OUTSTANDING 

EARNINGS 

1996 

1995 

1996 

1995 

1996 

1995 

CAPITAL 

EQUITY 

P-E 

EQUITY 

SHARE 

4-19 

PER 

$MIL 

SMIL 

% 

% 

% 

4-19 

% 

$M1L 

SHARE 

ML-INDUSTRY  COMPOSITE 

1223332.0 

9 

73366.6 

0 

6.0 

6.5 

11.2 

16.3 

19 

6 

12 

4948138 

2.45 

AEROSPACE  &  DEFENSE 

NDUSTRY  COMPOSITE 

21330.6 

-5 

914.7 

35 

4.3 

3.0 

7.3 

8.3 

35 

1 

3 

76528 

2.25 

OEING 

4293.0 

-15 

119.0 

-34 

2.8 

3.6 

NM 

3.3 

85 

7 

-21 

27903 

0.96 

ENERAL  DYNAMICS 

893.0 

19 

65.0 

8 

7.3 

8.0 

14.5 

16.1 

15 

-4 

-2 

3811 

3.99 

OCKHEED  MARTIN 

5109.0 

-9 

272.0 

99 

5.3 

2.4 

10.6 

13.9 

19 

NA 

NA 

14900 

3.98 

HcOONNELL  DOUGLAS 

3162.0 

-5 

198.0 

25 

6.3 

4.8 

NM 

-12.4 

NM 

-2 

NA 

10076 

-3.39 

ORTHROP  GRUMMAN 

1603.0 

-1 

61.0 

13 

3.8 

3.3 

13.2 

17.2 

11 

6 

-15 

2881 

5.24 

OHR  (5) 

180.7 

-18 

0.2 

-94 

0.1 

1.5 

4.5 

2.2 

69 

-22 

87 

363 

0.25 

UNDSTRAND 

368.0 

6 

26.0 

NM 

7.1 

NM 

20.3 

25.6 

18 

-7 

-3 

2190 

1.97 

HI0K0L(6) 

228.9 

-2 

9.5 

NM 

4.2 

NM 

24.1 

24.8 

7 

8 

5 

762 

5.72 

NITED  TECHNOLOGIES 

5493.0" 

3 

164.0 

21 

3.0 

2.5 

16.1 

18.4 

19 

-4 

-3 

13641 

5.91 

I  AUTOMOTIVE 

NDUSTRY  COMPOSITE 

107835.8 

2 

3164.8 

-34 

2.9 

4.5 

11.9 

17.6 

12 

-1 

63 

133749 

3.55 

M  CARS  &  TRUCKS 

■ROUP  COMPOSITE 

94927.6 

1 

2735.2 

-37 

2.9 

4.7 

12.2 

18.8 

11 

-2 

45 

110155 

4.31 

HRYSLER 

14493.0 

10 

1005.0 

70 

6.9 

4.5 

14.9 

22.1 

10 

12 

96 

23509 

5.60 

ORD  MOTOR 

36261.0 

4 

653.0 

-58 

1.8 

4.5 

9.5 

12.2 

13 

1 

37 

41325 

2.68 

ENERAL  MOTORS 

41662.1" 

-4 

1019.5 

-53 

2.4 

5.0 

15.8 

24.0 

10 

-10 

NA 

42545 

5.72 

AVISTAR  INTERNATIONAL  (2) 

1417.0 

1 

22.0 

-4 

1.6 

1.6 

11.0 

20.9 

6 

12 

NA 

809 

1.81 

ACCAR 

1094.6 

-8 

35.7 

-34 

3.3 

4.6 

NA 

18.7 

8 

4 

44 

1857 

6.02 

B)  PARTS  &  EQUIPnmfT 

!ROUP  COMPOSITE 

9281.7 

6 

254.7 

-8 

2.7 

3.1 

4.1 

1.4 

NM 

9 

75 

13851 

0.14 

RVIN  INDUSTRIES 

511.6 

4 

5.9 

127 

1.2 

0.5 

5.4 

5.4 

24 

1 

-4 

495 

0.94 

ORG-WARNER  AUTOMOTIVE 

348.9 

6 

12.3 

-30 

3.5 

5.4 

11.4 

11.5 

12 

NA 

NA 

835 

2.93 

UMMINS  ENGINE 

1315.0 

-1 

49.0 

-27 

3.7 

5.0 

NM 

17.4 

8 

21 

43 

1714 

5.09 

ANA 

2036.2" 

3 

78.7 

33 

3.9 

3.0 

19.5 

25.3 

11 

1 

52 

3388 

3.03 

ETROIT  DIESEL 

478.8 

-10 

8.3 

-31 

1.7 

2.3 

9.8 

11.3 

13 

NA 

NA 

479 

1.47 

ONALDSON  (5) 

182.2 

8 

9.2 

20 

5.1 

4.6 

18.2 

19.0 

17 

11 

14 

673 

1.55 

AGLE-PICHER  INDUSTRIES  (1) 

208.6 

6 

11.5 

-12 

5.5 

5.6 

NM 

NM 

NM 

NA 

NA 

1 

-85.55 

CHUN  (4) 

732.4 

13 

23.4 

-19 

3.2 

4.5 

10.7 

16.0 

14 

7 

29 

2165 

2.50 

EDERAL-MOGUL 

521.9 

0 

10.6 

-25 

2.0 

2.7 

NM 

-5.0 

NM 

15 

NA 

653 

-0.62 

ENCORP(l) 

368.3 

-14 

-11.7 

NM 

NM 

1.6 

10.0 

109.7 

21 

-28 

-2 

418 

0.60 

EAR  SEATING 

1405.8 

35 

25.8 

52 

1.8 

1.6 

9.2 

19.1 

15 

33 

NA 

1624 

1.85 

MITH  (A.O.) 

427.0 

9 

17.3 

-6 

4.1 

4.7 

10.2 

15.5 

8 

15 

107 

502 

2.89 

PX 

292.3 

6 

2.8 

NM 

0.9 

0.1 

6.5 

0.7 

NM 

-6 

NA 

299 

0.10 

TANDARD  MOTOR  PRODUCTS 

174.4 

9 

4.3 

10 

2.5 

2.4 

7.8 

7.9 

13 

7 

26 

215 

1.26 

TANDARD  PRODUCTS  (6) 

277.3 

5 

7,3 

6 

2.6 

2.6 

NM 

1.7 

97 

17 

8 

392 

0.24 

1)  First  quarter  ended  Feb.  29,  (2)  First  quarter  ended  Jan,  31.  (3)  Second  quarter  ended  Mar.  31,  (4)  Second  quarter  ended  Feb.  29.  (5)  Second  quarter  ended  Jan.  31.  (6)  Third  quarter  ended  Mar.  31.  (7)  Third  quarter 
nded  Feb,  29,  (8)  Third  quarter  ended  Jan.  31.  (9)  Fourth  quarter  ended  Mar,  31.  {10)  Fourth  quarter  ended  Feb.  29.  (11)  Fourth  quarter  ended  Jan.  31,  'Sales  include  excise  taxes.  "Sales  include  other  incorrie.  '"Sales 
iclude  excise  taxes  and  other  income.  IRevenues  from  some  maior  subsidiaries  are  not  included  in  consolidated  sates;  parent's  share  of  earnings  is  included  m  profits.  NA  =  not  available,  NM  =  not  meaningful.  Earnings  per 
riare  are  for  latest  12  months,  not  necessarily  for  end  of  most  recent  fiscal  year;  they  include  all  common-stock  equivalents  but  exclude  extraordinary  items,  DATA:  STANDARD  &  POOR'S  COMPUSTAT 
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12 
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(C)  TIRE  &  RUBBER 


GROUP  COMPOSITE 

3626.5 

1 

174.9 

9 

4.8 

4.4 

15.5 

18.2 

13 

9 

NM 

9743 

3.12 

COOPER  TIRE  &  RUBBER 

381.0 

4 

23.1 

-15 

6.1 

7.5 

13.0 

14.2 

19 

15 

12 

2029 

1.30 

GOODYEAR  TIRE  &  RUBBER 

3245.6 

0 

151.8 

14 

4.7 

4.1 

15.9 

19.2 

12 

7 

51 

7715 

4.12 

3  BANKS 

INDUSTRY  COMPOSITE 

65692.6 

10 

7460.2 

8 

11.4 

11.6 

17.4 

15.7 

12 

20 

21 

351175 

4.24 

(A)  BANKS  -  EAST 

GROUP  COMPOSITE 

30983.9 

7 

2792.3 

-1 

9.0 

9.8 

NA 

15.0 

13 

19 

33 

142537 

4.31 

BANK  OF  BOSTON 

1261.1" 

-5 

116.5 

-7 

9.2 

9.4 

NA 

15.3 

11 

19 

33 

5226 

4.43 

BANK  OF  NEW  YORK 

1290.0" 

5 

243.0 

14 

18.8 

17.3 

NA 

18.3 

10 

13 

76 

9411 

4.61 

BANKERS  TRUST  NEW  YORK 

1946.0 

17 

138.0 

NM 

7.1 

NM 

22.3 

11.0 

12 

12 

-17 

5486 

5.59 

BAYBANKS 

264.6" 

10 

38.4 

26 

14.5 

12.7 

NA 

16.0 

14 

9 

16 

1982 

7.34 

CHASE  MANHAHAN 

6932.0" 

10 

-89.0 

NM 

NM 

10.3 

NA 

12.3 

15 

35 

60 

29472 

4.48 

CITICORP 

7919.0" 

3 

914.0 

10 

11.5 

10.7 

17.2 

19.7 

11 

17 

78 

33222 

7.26 

FLEET  FINANCIAL  GROUP 

1856.5" 

0 

263.8 

17 

14.2 

12,2 

NA 

12.7 

25 

9 

9 

6033 

1.69 

INTEGRA  FINANCIAL 

305.8" 

3 

52.0 

30 

17.0 

13.5 

13.7 

12.2 

17 

18 

25 

2307 

4.22 

MBNA 

719.9" 

34 

92.2 

34 

12.8 

12.8 

NA 

35.6 

17 

16 

21 

6265 

1.63 

MELLON  BANK 

1177.0" 

9 

179.0 

5 

15.2 

15.7 

NA 

18.4 

12 

25 

10 

7442 

4.66 

MORGAN  (J.  P.) 

3898.0" 

16 

439.0 

72 

11.3 

7.6 

26.6 

14.6 

11 

17 

8 

15086 

7.27 

PNC  BANK 

1542.5" 

2 

238.3 

33 

15.5 

11.8 

9.0 

8.9 

22 

15 

22 

10183 

1.36 

REPUBLIC  NEW  YORK 

772.9" 

9 

99.6 

14 

12.9 

12.3 

NA 

10.9 

12 

14 

123 

3305 

4.77 

STATE  STREET  BOSTON 

652.7" 

12 

69.8 

28 

10.7 

9.4 

33.5 

16.5 

15 

17 

13 

3955 

3.17 

SUMMIT  BANCORP 

446.0" 

7 

-2.2 

NM 

NM 

13.8 

NA 

10.0 

16 

6 

2 

3163 

2.24 

(B)  BANKS  -  MIDWEST 

GROUP  COMPOSITE 

14678.8 

10 

1960.3 

12 

13.4 

13.1 

16.8 

16.7 

12 

22 

15 

91598 

3.20 

BANC  ONE 

2487.6" 

14 

345.9 

14 

13.9 

13.9 

16.7 

16.4 

11 

24 

10 

14618 

3.22 

BOATMEN'S  BANCSHARES 

931.1" 

8 

111.1 

23 

11.9 

10.5 

17.8 

15.2 

12 

20 

13 

5065 

3.27 

COMERICA 

791.9" 

7 

116.6 

17 

14.7 

13.6 

11.2 

16.5 

12 

29 

9 

4942 

3.67 

FIFTH  THIRD  BANCORP 

406.7 

20 

79.1 

20 

19.5 

19.5 

19.2 

17.4 

18 

17 

17 

5561 

3.02 

FIRST  BANK  SYSTEM 

1038.1" 

29 

176.8 

32 

17.0 

16.6 

14.5 

23.0 

.13 

23 

18 

7592 

4.50 

FIRST  CHICAGO  NBD 

2618.0" 

2 

340.0 

1 

13.0 

13.1 

19.5 

16.4 

12 

28 

9 

13004 

3.48 

FIRST  OF  AMERICA  BANK 

521.2" 

-1 

59.6 

26 

11.4 

9.0 

15.6 

13.6 

11 

18 

4 

2816 

3.92 

FIRSTAR 

447.2" 

7 

37.1 

2 

8.3 

8.7 

15.7 

15.1 

15 

16 

10 

3249 

3.03 

HUNTINGTON  BANCSHARES 

443.8" 

14 

62.8 

15 

14.2 

14.1 

NA 

16.6 

13 

16 

19 

3177 

1.86 

KEYCORP 

1428.4" 

0 

208.3 

20 

14.6 

12.2 

NA 

16.4 

11 

NA 

NA 

9050 

3.47 

MARSHALL  &  ILSLEY 

346.1" 

8 

46.2 

0 

13.3 

14.4 

15.3 

15.2 

13 

16 

5 

2420 

1.96 

MERCANTILE  BANCORPORATION 

384.5" 

2 

4.6 

-92 

1.2 

14.7 

NA 

12.1 

14 

22 

116 

2462 

3,13 

NORTHERN  TRUST 

472.6" 

1 2 

615 

25 

13  0 

117 

23  9 

17  4 

14 

2  7 

12 

304 1 

3  95 

NORWEST 

2079.1 

24 

271.4 

25 

13.1 

12.9 

NA 

19.4 

13 

21 

37 

12876 

2.84 

OLD  KENT  FINANCIAL 

282.5" 

10 

39.2 

13 

13.9 

13.6 

17.2 

14.4 

12 

10 

10 

1725 

3.25 

(C)  BANKS  -  SOUTH  &  SOUTHEAST 

GROUP  COMPOSITE 

12007.6 

15 

1541.7 

14 

12.8 

13.0 

NA 

15.6 

12 

22 

21 

69505 

4.97 

BANPONCE 

341.4 

21 

45,1 

34 

13.2 

12.0 

NA 

NA 

10 

17 

5 

1449 

4.54 

BARNEH  BANKS 

971.8" 

11 

148.2 

15 

15.3 

14.7 

NA 

NA 

11 

16 

40 

5893 

5.55 

CRESTAR  FINANCIAL 

357.6" 

7 

55.4 

11 

15.5 

14.8 

NA 

13.1 

13 

11 

13 

2408 

4.39 

FIRST  TENNESSEE  NATIONAL 

354.2" 

16 

37.4 

8 

10.6 

11.4 

NA 

20.3 

7 

16 

30 

2097 

4.40 

FIRST  UNION 

2830.0" 

17 

242.9 

-31 

8.6 

14.4 

15.2 

15.9 

13 

27 

18 

16358 

4,70 

NATIONSBANK 

4355.0" 

17 

590.0 

33 

13.5 

11.9 

NA 

15.8 

11 

30 

33 

21119 

7.23 

REGIONS  FINANCIAL 

384.6" 

12 

52.8 

5 

13.7 

14.6 

14.4 

16.3 

12 

18 

15 

1983 

3.69 

SOUTHERN  NATIONAL 

451.4** 

11 

69.6 

NM 

15.4 

NM 

NA 

15.3 

11 

47 

13 

2842 

2.46 

SUNTRUST  BANKS 

994.2** 

10 

150.4 

11 

15.1 

15.1 

16.2 

13.6 

14 

13 

13 

7924 

5.09 

WACHOVIA 

967.3** 

14 

149.9 

5 

15.5 

16.7 

12.3 

16.2 

12 

13 

16 

7432 

3.54 

(D)  BANKS  -  WEST  &  SOUTHWEST 

GROUP  COMPOSITE 

8022.2 

9 

1165.9 

16 

14.5 

13.7 

NA 

16.3 

12 

20 

10 

47535 

6.18 

BANCORP  HAWAII 

268.7" 

6 

32.7 

16 

12.2 

11.1 

NA 

12.1 

12 

15 

5 

1466 

3.02 

BANKAMERICA 

5363.0 

11 

720.0 

18 

13.4 

12.7 

NA 

14.5 

11 

27 

9 

27421 

6.81 

FIRST  SECURITY 

299.7*- 

4 

36.3 

2 

12.1 

12.3 

NA 

11.8 

15 

17 

15 

1830 

1.58 

U.  S.  BANCORP 

730.9 

4 

112.9 

19 

15.5 

13.5 

NA 

14.7 

14 

13 

-2 

5064 

2.33 

WELLS  FARGO 

1360.0" 

7 

254.0 

13 

19.4 

18.4 

19.1 

28.6 

12 

5 

81 

11755 

21.42 

4  CHEMICALS 

INDUSTRY  COMPOSITE 

37459.5 

0 

3167.5 

-12 

8.5 

9.6 

17.8 

26.6 

15 

-2 

11 

176244 

3.77 

AIR  PRODUCTS  &  CHEMICALS  (3) 

1013.0 

3 

135.0 

52 

13.3 

9.0 

11.5 

17.0 

15 

7 

5 

7051 

3.74 

ALBEMARLE 

270.2 

-14 

115.6 

692 

42.8 

4.7 

21.9 

28.8 

8 

NA 

28 

1487 

2.68 

ARCADIAN 

297.4 

-13 

41.0 

199 

13.8 

4.0 

NA 

47.6 

6 

NA 

NA 

594 

3.42 

ARCO  CHEMICAL 

982.0 

-14 

106.0 

-16 

10.8 

11.0 

16.2 

24.8 

11 

1 

11 

5198 

5.06 

CABOT  (3) 

491.3 

2 

42.9 

-8 

8.7 

9.6 

18.7 

28.1 

13 

5 

25 

2127 

2.30 

CYTEC  INDUSTRIES 

304.5 

-2 

22.6 

2 

7.4 

7.1 

NM 

80.4 

16 

NA 

NA 

1432 

5.36 

DEXTER 

277.2 

4 

11.1 

7 

4.0 

3.9 

9.7 

11.4 

16 

2 

-1 

654 

1.70 

DOW  CHEMICAL 

4982.0 

-4 

478.0 

-16 

9.6 

10,9 

15.3 

23.4 

13 

-3 

7 

22523 

6.90 

OUPONT 

10769.0*** 

3 

879.0 

-8 

8.2 

9.1 

22.8 

39.1 

14 

-11 

12 

46453 

5.78 

EASTMAN  CHEMICAL 

1261.0 

2 

112.0 

-15 

8.9 

10.7 

19.8 

35.3 

10 

NA 

NA 

5352 

6.60 
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^GELHARD 

774.7** 

12 

32.6 

18 

4.2 

4.0 

17.5 

19.3 

23 

-2 

9 

3341 

1.00 

:RRO 

348.2 

2 

13.2 

0 

3.8 

3.8 

11.0 

13.3 

17 

4 

55 

739 

1.65 

iuER  (H.B.)(1) 

303.6 

3 

2.1 

-56 

0.9 

2.0 

8.4 

9.3 

16 

8 

5 

455 

1.98 

EON 

245.7 

-27 

-5.6 

NM 

NM 

6.4 

2.8 

2.3 

NM 

NA 

NA 

682 

0.21 

lORGIA  GULr 

208.0 

-34 

15.8 

-74 

7.6 

19.2 

39.3 

--  -  - 
31 1.1 

1  n 
10 

N  A 

1 1 

1 407 

604.5 

2 

19.9 

13 

3.3 

3.0 

10.7 

13.3 

18 

-7 

_4 

2108 

2.22 

REAT  LAKES  CHEMICAL 

537.0 

-6 

66.2 

-3 

12.3 

12.0 

18.2 

20.7 

15 

14 

19 

4345 

4.53 

ANNA  (M.A.) 

497.5 

1 

13.4 

11 

2.7 

2.4 

10.2 

11.7 

19 

-2 

5 

1213 

1.88 

502.6 

-27 

76.1 

-15 

1 5.2 

12.9 

23.2 

29.5 

22 

-12 

38 

6725 

2.87 

^C  GLOBAL  (6) 

717.0 

_2 

-8.3 

NM 

NM 

8.2 

15.7 

13.0 

26 

_3 

5 

2091 

1.38 

JTERNATIONAL  FUVORS  &  FRAGRANCES 

382'8 

2 

66'2 

-5 

17.3 

18.7 

21.6 

21.9 

22 

3 

11 

5298 

2.21 

(TERNATIONAL  SPECIALTY  PRODUCTS 

185.6 

3 

19.9 

32 

10.7 

8.4 

NA 

11.4 

16 

6 

-12 

1164 

0.74 

- 

jctite 

200.2 

2 

23.6 

-4 

11.8 

12.5 

18.7 

20.9 

- 

20 

- 

6 

6 

1534 

-  - 
2.42 

JBRIZOL 

407.1 

_2 

71.2 

45 

17.5 

1 1.8 

16.9 

20.3 

10 

2 

1 

1723 

2.75 

i-ONDELL  PETROCHEMICAL 

1165.0 

-1 

24.0 

-81 

2.1 

10.8 

20.0 

74.3 

8 

32 

-4 

2390 

3.57 

ONSANTO 

2304.0 

-1 

260.0 

14 

11.3 

9.9 

16.5 

20.6 

23 

-3 

14 

17263 

6.51 

Un  1  UN  IN  1  tnnAI  lUnAL  \0} 

55 
0 

1  07  7 
lU/  .  / 

1  7  Q 

1  Q  Q 

i  y  .0 

1  D 

1  n 
i  U 

1  D 

ALCO  CHEMICAL 

301.9 

3 

30.0 

-9 

9.9 

11.2 

16.7 

21.0 

17 

4 

-2 

2005 

1.79 

L  INDUSTRIES 

240.4 

-4 

13.4 

3 

5.6 

5.2 

21.6 

NM 

9 

NA 

NA 

741 

1.67 

LIN 

789.4 

3 

45.0 

17 

5.7 

5.0 

14.0 

17.4 

15 

1 

7 

2159 

5.73 

RAXAIR 

1090.0 

44 

17.0 

-74 

1.6 

8.6 

13.9 

19.1 

26 

28 

41 

5463 

1.47 

OHM  &  HAAS 

994.0 

1 

100.0 

27 

10.1 

8.0 

13.2 

18.6 

15 

7 

7 

4738 

4.55 

CHULMAN  (A.)  (4) 

233.6 

-6 

7.6 

-42 

3.3 

5.2 

9.7 

10.6 

17 

13 

6 

755 

1.16 

ERRA  INDUSTRIES 

394.7** 

-11 

18.4 

-44 

4.7 

7.4 

18.0 

25.3 

7 

16 

76 

1035 

1.84 

NION  CARBIDEt 

1501.0 

3 

157.0 

-32 

10.5 

15.8 

26.5 

41.0 

8 

-5 

24 

5458 

5.99 

NIROYAL  CHEMICAL  (3) 

295.6 

8 

11.7 

-88 

4.0 

34.2 

13.9 

NM 

14 

NA 

NA 

252 

0.76 

fITCO 

589.4 

14 

25.6 

-15 

4.3 

5.8 

7.2 

9.5 

20 

12 

1 

1954 

1.69 

;  CONGLOMERATES 


MDUSTRY  COMPOSITE 

41747.8 

11 

2654.3 

12 

6.4 

6.3 

9.4 

21.1 

19 

0 

12 

210716 

3.30 

LCO  STANDARD  (3) 

2808.1** 

15 

71.1 

45 

2.5 

2.0 

8.7 

15.4 

27 

14 

2 

6109 

1.99 

.LIEDSIGNAL 

3778.0 

11 

225.0 

14 

5.0 

5.8 

19.2 

25.1 

18 

1 

14 

15189 

3.19 

AL 

936.4 

9 

24.5 

14 

2.5 

2.5 

NM 

0.5 

NM 

-12 

NA 

2650 

0.03 

ENERAL  ELECTRIC 

17098.0** 

13 

1517.0 

11 

8,9 

9.1 

8,1 

22.7 

20 

7 

10 

131863 

4.01 

ARCOURT  GENERAL  (2) 

698.4** 

5 

16.7 

22 

2.4 

2.1 

11.3 

20.6 

18 

-1 

5 

3099 

2.42 

7  INDUSTRIES 

2200.0 

-2 

40.0 

-11 

1.8 

2.0 

4.0 

1.1 

NM 

NA 

NA 

3073 

0.02 

ALL  (5) 

239.3 

24 

32.1 

21 

13.4 

13.7 

17.9 

19.4 

24 

7 

10 

3164 

1.13 

TTWAY 

257.5 

17 

33.3 

282 

12.9 

4.0 

13.8 

17.9 

16 

-4 

14 

1030 

3.10 

REMARK  INTERNATIONAL 

528.7 

2 

11.8 

-17 

2.2 

2.7 

8.3 

7.6 

43 

6 

25 

3180 

1.21 

OCKWELL  INTERNATIONAL  (3) 

3422.0 

8 

212.0 

18 

5.2 

5.7 

15.7 

20.2 

15 

-3 

5 

12266 

3.65 

ELEDYNE 

558.7 

7 

52.5 

-3 

9.3 

10.3 

23.2 

39.9 

13 

-9 

20 

2029 

2.85 

ENNECO 

2725.0 

25 

156.0 

22 

5.7 

5.9 

13.0 

23.0 

12 

1 

-2 

9490 

4.35 

EXTRON 

2597.0** 

9 

125.0 

15 

4.8 

4.5 

8.0 

14.5 

15 

NA 

12 

7315 

5.70 

RW 

2570.0 

3 

117.0 

2 

4.4 

4.4 

16.4 

20.6 

14 

3 

15 

5980 

6.69 

ALHI 

462.8 

-1 

-5.7 

NM 

NM 

2.7 

8.4 

18.4 

14 

-7 

-1 

716 

0.44 

miTMAN 

657.9 

11 

16.0 

14 

2.4 

2.4 

11.6 

21.6 

19 

-2 

12 

2554 

1.28 

\  CONSUMER  PRODUCTS 


MDUSTRY  COMPOSITE 

62635.9 

7 

4893.5 

10 

7.8 

7.6 

14.5 

23.2 

21 

6 

9 

375130 

2.83 

\)  APPAREL 

ROUP  COMPOSITE 

6537.4 

7 

312.3 

24 

4.8 

4.1 

7.0 

9.5 

36 

12 

4 

27403 

1.29 

ROWN  GROUP  (11) 

348.7 

5 

3.8 

0 

1.1 

1.1 

NM 

0.3 

NM 

-8 

-38 

256 

0.04 

RUITOFTHE  LOOM 

505.2 

-4 

12.5 

-24 

2.5 

3.1 

NM 

-25.8 

NM 

17 

NA 

1937 

-3.05 

)NES  APPAREL  GROUP 

250.4** 

36 

20.3 

22 

7.8 

8.7 

NA 

21,9 

22 

59 

14 

1423 

2.52 

ELLWOOD  (8) 

288.5 

-1 

-2.0 

NM 

NM 

NM 

3.5 

2.8 

40 

11 

2 

355 

0.42 

Z  CLAIBORNE 

555.6 

6 

35.9 

28 

5.4 

5.3 

13.2 

13.6 

20 

5 

-13 

2727 

1.81 

IKE  (7) 

1491.6 

33 

113.7 

19 

7.5 

8.5 

23.2 

22.3 

26 

20 

9 

13049 

3.49 

HILLIPS-VAN  HEUSEN  (11) 

383.6 

9 

4.1 

-59 

1.1 

2.8 

NA 

0  1 

NM 

49 

9 

341 

0.01 

EEBOK  INTERNATIONAL 

902.9 

-3 

48.4 

-27 

5.4 

7.0 

14.3 

16.5 

15 

0 

9 

2141 

1.88 

USSELL 

257.9 

4 

11.7 

-5 

4.5 

4.9 

6.9 

8.5 

18 

7 

-1 

978 

1.37 

F 

1158.1 

-2 

55.9 

-4 

4.8 

4.9 

8.0 

8.4 

23 

19 

13 

3481 

2.38 

/ESTPOINT  STEVENS 

383.0 

2 

8.0 

NM 

2.1 

NM 

NM 

NM 

NM 

NA 

NA 

715 

-2.11 

S)  APPLIANCES  &  HOME  FURNISHINGS 

ROUP  COMPOSITE 

12901.3 

13 

283.7 

-29 

2.2 

3.5 

7.3 

8.5 

29 

5 

8 

24015 

0.97 

RMSTRONG  WORLD  INDUSTRIES 

501.2 

0 

36.3 

37 

7.2 

5.3 

NM 

1.2 

NM 

-4 

NA 

2055 

0.25 

ED  BATH  &  BEYOND  (10) 

175.9 

38 

12.8 

39 

7.3 

7.2 

25.5 

26.1 

42 

51 

13 

1644 

1.14 

EST  BUY  (10) 

2575.6 

32 

19.8 

-29 

0.8 

1.4 

8.5 

11.1 

16 

49 

51 

758 

1.10 

IRCUIT  CITY  STORES  (10) 

2253.2 

18 

82.1 

-2 

3.5 

4.4 

13.2 

16.9 

18 

21 

20 

3260 

1.82 

URNITURE  BRANDS  INTERNATIONAL 

423.9 

48 

10.8 

40 

2.6 

2.7 

5.7 

12.4 

13 

NA 

NA 

470 

0.71 

OOD  GUYS  (3) 

210.4 

8 

0.3 

-87 

0.1 

1.2 

7.3 

7.2 

13 

21 

8 

131 

0.77 

EILIG-MEYERS  (10) 

340.0** 

14 

3.0 

-80 

0.9 

5.0 

7.4 

8.0 

24 

26 

22 

984 

0.84 

IM8ALL  INTERNATIONAL  (5) 

223.9 

-5 

10.0 

-8 

4.5 

4.6 

10.7 

10.9 

14 

6 

0 

585 

1.97 

A-Z-BOY  CHAIR  (8) 

225.4 

7 

7.8 

8 

3.4 

3.4 

10.1 

11.4 

14 

8 

7 

542 

2.07 

EGGEH  &  PUTT 

524.2 

0 

36.4 

11 

6.9 

5.3 

14.9 

18.9 

15 

20 

32 

2073 

1.63 

1AYTAG 

731.2 

-11 

16.1 

-59 

2.2 

4.8 

-3.3 

-6.2 

NM 

-9 

NA 

2148 

-0.36 
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CORPORATE  SCOREBOARO 


COMPANY 


SALES 


PROFITS 


RETURN 


1ST 
QUMTER 
1996 
SMIL 


mm. 

FROM 

1995 

% 


MAHGWtS 

1ST  IST 

Wm?.  OUAKTER 

1996  1995 

%  % 


INVESTED  COMMOH 
CAPtTAl  EQUITY 

%  % 


5-YEAR  GROWTH 

SHARES 


COMMON  PER 
P-E      EQWIY  SHARE 
4-19        %  % 


OUTSTANOWG 
4-19 
$MIL 


12 
MOKIHS 
EARiaNGS 
PER 
SHARE 


PIER  1 1MPORTS 

2^4.3 

23 

12,5 

-34 

5.1 

9.6 

3.7 

4.4 

52 

6 

-2 

514 

0.25 

SUN  TV  &  APPLIANCES  'lOj 

255,8 

2,8 

-57 

1.1 

2.5 

4.7 

4.3 

11 

56 

32 

69 

0.38 

TANDY 

io 

— oo 

1  .u 

1  i.o 

18 

—4 

-1 

3094 

2.81 

TORO  '2i 

o 

c. 

A  n 

•+.U 

i/.D 

lo.D 

hi  A 

4 

15 

390 

NA 

WHIRLPOOL 

2059.0" 

4 

38,0 

-49 

1.8 

3.8 

8.5 

'  9.1 

25 

5 

14 

4287 

2.30 

WILLIAMS-SONOMA  li) 

260.4 

28 

7,3 

-45 

2.8 

6.6 

3.1 

2.1 

NU 

20 

g 

599 

0.10 

r 

ZENITH  ELECTRONICS 

237.4 

-9 

-35,3 

NM 

NM 

NM 

NM 

-33.7 

NM 

-5 

NA 

412 

-1.94 

(C)  BEVERAGES 

£ 

GROUP  rOMPn^lTP 

909 1 .0 

1 

1031.5 

11'? 

A  X.J 

in 

1 R  R 

£. 

1  'i 
Xo 

X££3Uo 

ANHEUSER-BUSCH 

2371,8 

2 

275,5 

24 

11-6 

9.6 

12.2 

21.2 

18 

2 

2 

16667 

3.66 

BROWN-FORMAN  % 

3S4.5 

6 

38.1 

1 

9.9 

10.4 

17.9 

26.7 

17 

_4 

14 

2648 

2.27 

t- 

COCA-Cni  A 

^1  54  Q 

713  0 

12 

/  o  c 

OD.O 

/ 

IS 

2.4^ 

COCA-COLA  BOTTLING  CONSOLIDATED 

172.0 

1 

0.9 

-52 

0.5 

1.1 

6.2 

34.8 

22 

-35 

NA 

318 

1.56 

Mr 

COCA-COLA  ENTERPRISES 

1500.0 

9 

7.0 

133 

0.4 

0.2 

3.4 

6.4 

46 

-1 

NA 

3605 

0.63 

w 

COORS  'ADOLPHj 

363.7 

6 

-3.0 

NM 

NM 

NM 

5.0 

5.9 

16 

-10 

9 

651 

1.07 

H 

(Dl  PERSONAL  CARE 

( 

GROUP  COMPOSITE 

14819.3 

5 

1272.1 

15 

8.6 

7.9 

18.4 

25.9 

23 

7 

8 

106509 

3.04 

R. 

ALBERTO-CULVER (3) 

396.1 

22 

14.5 

18 

3.7 

3.8 

11.0 

14.9 

19 

10 

9 

1056 

2.02 

(' 

AVON  PRODUCTS 

1016.1 

t. 

37.7 

10 

3.7 

3.5 

82.1 

150.2 

21 

-11 

9 

6001 

4.25 

t 

CLOROX 

560.1 

12 

59.6 

10 

10.6 

10.8 

16.5 

23.5 

19 

4 

17 

4159 

4.13 

i: 

rni  TATC  DAI  Mm  rue 

2053.7 

143.5 

-8 

7.0 

7.9 

5.5 

8.3 

81 

2 

3 

11140 

0.94 

c 

ECOLAB 

333.7 

8 

19.6 

7 

5.9 

5.9 

20.2 

22.0 

20 

8 

9 

2014 

1.53 

V 

GIUETTE 

1676.9 

9 

229.9 

17 

13.7 

12.8 

27.1 

34.8 

28 

45 

17 

24223 

1.92 

F 

NCH 

195.7 

5 

7.3 

3 

3.7 

3.8 

11.7 

11.7 

13 

7 

-4 

461 

4.41 

r 

PROCTER  &  GAMBLE  '5, 

8587.0 

3 

760.0 

20 

8.9 

7.6 

19.4 

25.6 

20 

5 

2 

57455 

4.17 

Hi 

(E)  TOBACCO 

i|< 

GROUP  COMPOSITE 

19286.8 

3 

1993.9 

12 

10.3 

9.5 

14.2 

25.5 

13 

7 

8 

94696 

4.67 

>t 

AMERICAN  BRANDS 

1339.0 

-12 

124.1 

9.3 

7.7 

12.5 

14.2 

14 

2 

0 

7526 

3.00 

PHILIP  MORRIS 

13734.0 

3 

1565.0 

15 

11.4 

10.2 

20.6 

40.1 

13 

2 

9 

73247 

6.8C' 

f  • 

RJR  NABISCO  HOLDINGS 

3886.0 

10 

198.0 

0 

5.1 

5.6 

4.3 

5.4 

18 

23 

5 

8082 

1.65 

If: 

UST 

327.8' 

7 

106.8 

8 

32.6 

32.4 

111.6 

149.0 

14 

-9 

17 

5841 

2.21 

k: 

7  CONTAINERS  &  PACKAGING 

i. 

INDUSTRY  COMPOSITE 

7347,3 

4 

329.8 

-11 

4.5 

5.3 

10.6 

18.5 

13 

6 

NA 

21970 

2.13 

ii; 

(A)  GLASS.  METAL  &  PLASTtC 

I' 

GROUP  COMPOSITE 

2919.0 

10 

76.4 

-11 

2.6 

3.2 

7.8 

8.3 

34 

13 

NA 

8709 

0.85 

i: 

BALL 

452.0 

-24 

5.5 

-66 

1.2 

2.7 

NM 

-5.7 

NM 

6 

NA 

911 

-1.08 

ra 

CROWN  CORK  &  SEAL 

1551.2 

38 

31.3 

-14 

2.0 

3.2 

6.4 

4,8 

65 

9 

-5 

5924 

0.71 

n 

OWENS-ILLINOIS 

905.8 

-2 

39.6 

19 

4,4 

3.6 

11.8 

34.0 

11 

7 

NA 

1874 

1.45 

IT!: 

(B)  PAPER 

it;,i 

GROUP  COMPOSITE 

4428.3 

0 

253.4 

-11 

5.7 

6.5 

12.1 

23.0 

10 

4 

7 

13261 

2.79 

1; 

BEMIS 

21,7 

35 

5,6 

4.4 

17.7 

IS 

10 

1656 

1.73 

Ti 

JEFFERSON  SMURFIT 

916.0 

-7 

53.0 

35 

5.8 

4.0 

20.3 

NM 

5 

NA 

NA 

1318 

2.35 

i 

LONGVIEW  FIBRE  '2j 

209.2 

-8 

15.5 

-6 

7.4 

7.3 

9.6 

16.5 

12 

3 

11 

380 

1.45 

MAIL-WELL 

193.7 

56 

2.8 

10 

1.4 

2.0 

NA 

10.6 

7 

NA 

NA 

104 

1.19 

«.. 

ROCK-TENN 

216.5 

-4 

12.3 

14 

5.7 

4.8 

10.6 

13.6 

12 

NA 

NA 

520 

1.45 

SONOCO  PRODUCTS 

669.2 

4 

43.2 

15 

6.5 

5.8 

12.4 

22.1 

16 

5 

10 

2505 

1.76 

it:\ 

TEMPLE-INLAND 

859.9 

3 

46.4 

-20 

5.4 

7.0 

8.4 

13.6 

10 

6 

0 

2686 

4.81 

UNION  CAMP 

978.3 

-d 

58.5 

-44 

6.0 

10.3 

12.0 

19.1 

9 

1 

10 

3592 

5.80 

Wl- 

8  DISCOUNT  &  FASHION  RETAILING 


INDUSTRY  COMPOSITE 

126266.1 

12 

2893.2 

-38 

2.3 

4.1 

7.4 

9.3 

31 

9 

12 

236444 

0.90 

AMES  DEPARTMENT  STORES  11, 

669.0- 

-5 

11.2 

-63 

1.7 

4.4 

NM 

-1.9 

NM 

NA 

NA 

38 

-0.08 

ANNTAYLOR  STORES  llj 

200,5" 

6 

-1.2 

NM 

NM 

4.4 

NA 

-0.3 

NM 

36 

129 

396 

-0.04 

AUTOZONE  - 

425.8 

17 

27.3 

15 

6.4 

6.5 

20.7 

20.7 

35 

47 

36 

5158 

1.00 

BAKER  'J.J  1 ., 

271.3 

-11 

0.7 

-90 

0.3 

2.2 

NM 

-21.0 

2/ 

12 

128 

-2.79 

BARNES  &  NOBLE  '11; 

722.5 

22 

-41.6 

'.V 

NM 

6.6 

?<M 

-12.0 

riA 

1158 

-1.70 

BEST  PRODUCTS  llj 

584.7 

-3 

-74.7 

NM 

NM 

5.0 

UVi 

-37.5 

NA 

74 

-3.03 

BON-TON  STORES  (11) 

214.9" 

-5 

-1.7 

NM 

NM 

6.1 

NM 

-8.7 

-2 

74 

-0.83 

BORDERS  GROUP  'ID 

669.5 

20 

-12.6 

NM 

NM 

5.1 

-44.0 

NA 

1168 

-5.06 

BRADLEES  ll. 

575.6 

-15 

-108.9 

NV 

'iV 

2.5 

NV 

NA 

24 

-18.17 

CARSON  PIRIE  SCOTT  ai) 

364.9" 

-7 

23.4 

5.4 

10.2 

14.7 

21- 

NA 

413 

3.75 

CDW  COMPUTER  CENTERS 

206.7 

46 

5.5 

32 

2.7 

3.0 

19.1 

19.1 

43 

'.A 

NA 

933 

1.50 

CHARMING  SHOPPES  ll. 

321.8 

-7 

-107.0 

fiV 

NM 

1.5 

■,v 

-26.5 

NM 

18 

8 

612 

-1.35 

:OLE  NATIONAL  : ; 

175.1 

10 

9.8 

-54 

187.8 

13 

NA 

NA 

176 

1.32 

COHSOLIDATEO  STORES  (11) 

537.8 

19 

42.5 

12 

18.5 

27 

18 

75 

1708 

1.32 

CORPORATE  EXPRESS  10, 

468.5 

73 

-23.5 

MM 

0.3 

NM 

NA 

NA 

1789 

0.02 

DAYTON  HUDSON  . 

7950.0" 

14 

228.0 

-18 

2.9 

4.0 

7.1 

9.0 

23 

10 

-1 

6621 

4.03 

DILLARD  DEPARTMENT  STORES  fll. 

1961.4" 

10 

29.1 

-76 

1.5 

6.7 

6.2 

6.7 

25 

13 

0 

4114 

1.48 

DOLLAR  GENERAL 

575.4 

19 

38.5 

17 

6.7 

6.8 

21.7 

20.5 

30 

22 

41 

2152 

1.00 

EDISON  BROTHERS  STORES  11) 

416.8 

-6 

-106.6 

NM 

NM 

3.9 

NA 

-97.2 

NM 

9 

-22 

36 

-10.06 

FABRI-CEN^RS  OF  AMERICA  fll) 

268.4 

5 

14.5 

3 

5.4 

5.5 

NA 

10.5 

12 

20 

-7 

194 

0.91 

FAMILY  DOLUR  STORES  i. 

448.3 

7 

15.9 

-6 

3.6 

4.0 

12.9 

13.4 

15 

16 

15 

852 

0.99 

124  BUS, 
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ORPORATE  SCOREBOARD 


OMPANY 


SALES 


1ST 
QUARTER 
1996 
SMIL 


CHANGE 
FROM 
1995 
% 


PROFITS 


1ST 
QUARTER 
1996 

$MIL, 


CHANGE 
FROM 
1995 


MARGINS 


1ST 
QUARTER 
1996 


1ST 
QUARTER 
1995 
% 


RETURN 


ON 
INVESTED 
CAPITAL 

% 


ON 
COMMON 
EQUITY 

% 


P-E 
4-19 


5-YEAR  GROWTH 

EARNINGS 
COMMON  PER 
EQUITY  SHARE 
%  % 


MARKET 

VALUE  12 

SHARES  MONTHS' 

OUTSTANDING  EARNINGS 

4-19  PER 

$  MIL,  SHARE 


EDERATED  DEPARTMENT  STORES  (11) 

5254.9** 

68 

244.9 

128 

4.7 

3.4 

2.5 

1.7 

82 

NA 

NA 

6461 

0,39 

NGERHUT 

408.2 

0 

-2.1 

NM 

NM 

1.5 

8.5 

7.8 

14 

11 

0 

574 

0,89 

Ul  AV  CUTCDDDICCC  /1  1  ^ 

MAY  tn  1  tKrKlbtd  (11) 

£.  1  4.0 

1  D 

1  Q  O 

27 

7  n 
/.U 

6.3 

16.5 

27.6 

6 1 

NA 

NA 

1  AQ 

1  uy 

AP  ( 1 1) 

1  coo  1 

oc 
^b 

1  D4.b 

Qn 
oU 

1  n  o 

0  "3 

66 

O  Q 
£.6 

/ybo 

1  O'a 

OOOY'S  FAMILY  CLOTHING  (11) 

228.7 

9 

5.2 

-12 

2.3 

2.8 

8.8 

9.9 

11 

34 

9 

119 

0,65 

ECHINGER  (11) 

501.8 

-6 

-81.5 

NM 

NM 

NM 

NM 

-16.1 

NM 

4 

NA 

151 

-1,84 

byy.o 

4 

7.4 

-78 

1 . 1 

5.0 

NM 

-6.8 

NM 

NA 

NA 

129 

-1,70 

OMt  UtrUl  (11) 

3751.9 

22 

185.4 

27 

4.9 

4.7 

12.6 

14.7 

30 

42 

28 

22185 

1.54 

OME  SHOPPING  NETWORK 

282.7 

16 

2.2 

NM 

0.8 

NM 

NM 

-39.8 

NM 

-2 

NA 

1089 

-0.57 

niMATE  BRANDS  (U) 

977.1 

22 

131.9 

10 

13.5 

14.9 

42.9 

164.0 

21 

NA 

NA 

4906 

0.92 

MAKi  [11; 

iUDUy.U 

b 

-oby.u 

N  M 

NM 

NM 

NM 

-9.4 

NM 

-1 

NA 

4746 

-1 .08 

nui 'C  /  I  1  \ 

"7A7  n 

/U/.U 

OK 

yi  o  1 
4^1 . 1 

b.U 

b.U 

12.8 

17.7 

69 

232 

01 

2489 

0.99 

ANDS'  END  (11) 

399.5 

5 

25.8 

8 

6.5 

6.3 

15.5 

15.2 

20 

12 

17 

589 

0.89 

MITED  (11) 

2771.4** 

9 

216.2 

-16 

7.8 

10.1 

24.1 

28.1 

7 

17 

4 

6716 

2.68 

JWt  o  ( 1 1 ) 

loyb.  / 

1  A 
14 

QQ  O 

1  7 
-1  / 

O  0 

3. 1 

N  A 

13.9 

2 1 

1 5 

32 

4824 

1.41 

1  AT  CDI  IP  Al  'C  DA  DP  A  IMC  /  1  1  \ 

lAO  rnUuAL b  DAKuAInd  (11) 

251.6 

2 

24.0 

~5 

9.5 

10.2 

6.7 

6.3 

23 

2 

10 

329 

0.56 

lAY  DEPARTMENT  STORES  (11) 

3840.0** 

12 

396.0 

6 

10,3 

10,9 

10.3 

14.9 

18 

13 

11 

12324 

2.73 

lELVILLE 

1744.7 

-18 

14.5 

NM 

0.8 

NM 

NM 

-39.1 

NM 

-1 

NA 

4191 

-5.67 

icKLArf  1  iLt  a  1  Unco  1 1  1 J 

iUU4.o 

Q 

o 

77  C 

/  /  .b 

Qn 

b,4 

7,9 

8.8 

18 

5 

-7 

2165 

3.35 

cYtK  (rntU;  (11) 

ybb.  i 

ib 

18.8 

120 

2.0 

1 ,0 

NA 

5.3 

27 

19 

-26 

758 

1 .07 

liCHAELS  STORES  (11) 

456.7 

21 

2.1 

-90 

0.5 

5,9 

NM 

-6.1 

NM 

55 

210 

358 

-0.95 

EIMAN  MARCUS  GROUP  (5) 

625.4** 

6 

22.8 

-9 

3,7 

4.2 

12,8 

65.1 

22 

NA 

NA 

879 

1.03 

UKUdlKUM  (1  i] 

1241 .8** 

4 

54. 1 

-23 

4.4 

5,9 

10,6 

11.6 

23 

12 

9 

3691 

2.02 

rrlLrt  UtrUI 

1  c  0  "3  n 
iboo.U 

O  1 

^  1 

3 

2.1 

2,4 

9,8 

13,3 

26 

49 

54 

3525 

0.86 

FFICEMAX  (11) 

823.2 

45 

28.8 

76 

3.5 

2,9 

13,1 

13.1 

16 

NA 

NA 

1996 

1.56 

AMIDA  HOLDINGS  (11) 

219.2 

4 

-93.6 

NM 

NM 

1,5 

NM 

NM 

NM 

-3 

-3 

13 

-18.94 

AVI  rCC  PACUWAVG  /  ^ 

KOC  Q 

c 
-0 

-7.5 

NM 

NM 

NM 

NM 

-53.0 

NM 

NA 

NA 

185 

-3.46 

CUUCV  (i   P  \  /  1  1  \ 

knrlkY  U'uJ  (1 1) 

7024.0** 

0 

326.0 

-24 

4.6 

6, 1 

9,3 

14,5 

14 

7 

21 

10860 

3.48 

EP  BOYS-MANNY,  MOE  &  JACK  (1 1) 

410.5 

22 

18.6 

2 

4.5 

5,5 

NA 

12.6 

25 

15 

17 

1974 

1.34 

ETSMART  (11) 

292.2 

15 

15.2 

NM 

5.2 

NM 

NA 

-1,4 

NM 

NA 

NA 

2105 

-0,07 

DIPC/PrtCTPft  <  A\ 

4688.7** 

9 

7 1 .4 

10 

1 .5 

1.5 

9,8 

13,8 

17 

-2 

-7 

3664 

1,11 

DncriTT'C  (\\\ 
nUrri  1 1  o  \ 

AAA      *  * 

444. D 

4 

^  Q  A 

-1  y.4 

NM 

NM 

5, 1 

NA 

-5.5 

NM 

55 

34 

307 

-0,43 

OSE'S  STORES  (11) 

203.7 

NA 

5.3 

NA 

2.6 

NA 

NA 

NA 

NA 

NA 

NA 

18 

NA 

OSS  STORES  (11) 

447.1 

14 

21.2 

70 

4.7 

3,2 

14.9 

14.8 

19 

21 

7 

793 

1,75 

ITADQ  DnrDIIPIf 
cAKo,  nUtDUUIV 

7995.0 

7 

151.0 

22 

1 .9 

1,7 

13.0 

25.2 

20 

-18 

0 

20061 

2,59 

tTDV/ipr  MropuAunicc 
LKVILt  IVIbKLnANUldC 

715.6 

-3 

-24.7 

NM 

NM 

NM 

9.8 

13.4 

1 1 

55 

-5 

519 

0,49 

HOPKO  STORES  (10) 

498.4 

3 

21.1 

12 

4.2 

3,9 

7.1 

9.1 

12 

7 

-8 

476 

1,20 

PIEGEL 

634.7 

-4 

-14.3 

NM 

NM 

NM 

NM 

-2.8 

NM 

5 

NA 

970 

-0,13 

r  Un  1  o  o(  ntUnCAl  lUn  (11; 

172.2 

33 

1 .0 

-86 

0.6 

5,3 

3.3 

3.7 

21 

69 

54 

146 

0,35 

DflDTC  AIITUnOITV  Mil 
rUK ! o  AU 1  nUKI IT  (11) 

324.5 

20 

13.1 

22 

4,0 

4,0 

8.5 

8.0 

26 

NA 

NA 

573 

1,07 

TAPLESdl) 

975.5 

47 

34.9 

63 

3.6 

3,2 

8.7 

12.1 

42 

49 

53 

3068 

0,46 

TRAWBRIDGE&  CLOTHIER  (11) 

337.9** 

-2 

13.6 

-33 

4,0 

5,9 

NM 

-3.8 

NM 

2 

-6 

201 

-0,83 

\LBUTS  (11) 

298.8 

13 

13.3 

49 

4,5 

3,4 

14.5 

15.7 

16 

NA 

NA 

962 

1,82 

IFFANY  (11) 

280.7** 

17 

25.5 

32 

9,1 

8,1 

12.6 

14.8 

26 

7 

2 

997 

2,43 

JX(ll) 

1755.5 

71 

12.5 

-2 

0,7 

1.2 

6.1 

11.7 

37 

19 

3 

1964 

0,74 

OYS  'R'  US  (11) 

4605.2 

10 

92.9 

-77 

2,0 

9.7 

4.5 

4.4 

50 

15 

12 

7305 

0,53 

ALUE  CiTY  DEPARTMENT  STORES  (5) 

296.4** 

8 

16.2 

2 

5,5 

5.8 

5.2 

5.0 

28 

21 

-5 

317 

0.36 

ENTURE  STORES  (11) 

586.5**  - 

-16 

13.3 

-46 

2,3 

3.5 

NM 

-8.4 

NM 

8 

13 

100 

-1.29 

IKING  OFFICE  PRODUCTS  (6) 

306.8 

32 

18.1 

24 

5,9 

6.3 

23.8 

23.8 

42 

35 

40 

2295 

1.31 

/ABAN  (11) 

1076.1 

11 

25.8 

21 

2,4 

2.2 

NA 

13.8 

11 

13 

19 

809 

2.20 

/AL-MART  STORES  (11) 

27550.0 

13 

942.0 

-9 

3,4 

4.2 

NA 

19.4 

19 

26 

20 

51627 

1,19 

/OOLWORTH  (11) 

2437.0** 

-3 

-107.0 

NM 

NM 

3.6 

NM 

-13.3 

NM 

-10 

-31 

2445 

-1,23 

ALE  (5) 

452.0 

6 

46.2 

11 

10,2 

9.8 

7.0 

8.9 

16 

NA 

NA 

626 

1,11 

\  ELECTRICAL  &  ELECTRONICS 

NDUSTRY  COMPOSITE 

42669.0 

15 

3464.2 

1 

8.1 

9.2 

17.1 

19.8 

17 

12 

25 

243265 

2.96 

\)  ELECTRICAL  PRODUCTS 

ROUP  COMPOSITE 

7783.9 

9 

542.2 

12 

7.0 

6.8 

14.7 

18.1 

17 

3 

9 

36730 

3.38 

METEK 

227.6 

8 

12.2 

20 

5,4 

4.8 

21.8 

52.6 

13 

-19 

8 

583 

1.39 

OOPER  INDUSTRIES 

1314.1** 

17 

62.1 

12 

4,7 

4.9 

10.5 

16.7 

15 

-9 

-5 

4234 

2,62 

ATON 

1736.0 

0 

95.0 

-12 

5,5 

6.2 

14,5 

19.5 

12 

12 

29 

4656 

4,98 

MERSON  ELECTRIC  (3) 

2819.8 

12 

254.9 

12 

9,0 

9,0 

19,1 

19,3 

19 

10 

10 

17895 

4,30 

ENERAL  SIGNAL 

481,7 

11 

25.4 

-10 

5,3 

6,5 

12.0 

16,3 

19 

6 

30 

1817 

1,97 

UBBELL 

304.6 

9 

31.7 

11 

10,4 

10,2 

16.7 

18.8 

17 

7 

5 

2140 

3,74 

ATIONAL  SERVICE  INDUSTRIES  (4) 

482.2 

4 

19.3 

10 

4,0 

3,8 

11.9 

12.9 

18 

2 

8 

2150 

2,03 

AYCHEM  (6) 

417.8 

13 

41.7 

283 

10,0 

3.0 

NM 

11.7 

35 

2 

NA 

3255 

2,08 

3)  ELECTRONICS 

ROUP  COMPOSITE 

16398.5 

10 

1049.3 

7 

6.4 

6.6 

13.7 

15.7 

20 

9 

18 

84521 

2.78 

NDREW  (3) 

183.2 

12 

18.3 

29 

10,0 

8.6 

19.4 

21.2 

33 

11 

33 

2481 

1.30 

ENERAL  INSTRUMENT 

615.8 

1 

31.2 

-45 

5,1 

9.4 

7.5 

10,7 

37 

78 

NA 

3696 

0.79 

ARRIS  (6) 

875.9 

3 

44.2 

16 

5,0 

4.5 

10.9 

12,9 

14 

4 

21 

2348 

4.39 

UGHES  ELECTRONICS 

3613.6 

1 

311.7 

16 

8,6 

7.5 

13.2 

13,5 

21 

1 

14 

24544 

2.88 

ITTON  INDUSTRIES  (5) 

739.4 

6 

32.7 

14 

4.4 

4.1 

15.5 

17,3 

15 

-12 

-7 

2084 

3,01 

lOTOROU 

6955.0 

16 

384.0 

3 

5.5 

6.2 

13.5 

16,2 

20 

22 

31 

35410 

2,96 
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CORPORATE  SCOREBOARD 


COMPANY 

SALES 

PROFITS 

RETURN 

MARKET 
VALUE 

MARGINS 

S-YEAR  GROWTH 

12 

1ST 

CHANGE 

1ST 

CHANGE 

1ST 

1ST 

ON 

ON 

EARNINGS 

SHARES 

MONTHS' 

QUARTER 

FROM 

QUARTER 

FROM 

QUARTER 

QUARTER 

IIIV  CO  1  LLf 

OUIVIIVIUII 

rflMMON 

IjUIVIIYIUII 

PER 

TAPMIMrC 

1996 

1995 

1996 

1995 

1996 

1995 

CAPITAL 

EQUITY 

P-E 

EQUITY 

SHARE 

4-19 

PER 

$MIL. 

% 

SMIL, 

% 

% 

% 

% 

% 

4-19 

% 

% 

SMIL. 

SHARE 

RAYTHEON 

2769.0 

16 

186.5 

7 

5.7 

7.3 

16.2 

18.8 

15 

8 

7 

12035 

3.33 

Q 
O 

7  7 

3.3 

3.0 

9  1  y1 

34 

80 

250 

1.22 

VARIAN  ASSOCIATES  (3) 

417.6 

-3 

33.0 

25 

7,9 

6.2 

23.5 

28.1 

15 

0 

43 

1663 

3.58 

(C)  INSTRUMENTS 

GROUP  COMPOSITE 

3113.4 

16 

150.2 

-11 

4.8 

6.3 

14.8 

17.1 

18 

5 

8 

14040 

2.18 

BECKMAN  INSTRUMENTS 

224.8 

10 

13.7 

33 

6.1 

5.0 

11.7 

14.8 

21 

0 

7 

1060 

1.81 

HONEYWELL 

1619.5 

10 

65.1 

19 

4.0 

3.7 

15.6 

17,1 

19 

3 

0 

5571 

2.70 

KLA  INSTRUMENTS  (6) 

187.5 

59 

31.8 

53 

17.0 

17.6 

22.5 

22.8 

12 

26 

51 

1367 

2.17 

PERKIN-ELMER  (6) 

299.1 

9 

-36.0 

NM 

NM 

13.4 

1.2 

0.8 

NM 

-3 

5 

2341 

0.06 

f  J  J  .  u 

1  7 

00  A 

5.2 

5.7 

MA 

1  A  7 

1  9 

7 

22 

1  i  ou 

9 

TERADYNE 

349.0 

50 

53.2 

117 

15.2 

10.5 

NA 

22,8 

8 

12 

38 

1522 

2.30 

(D)  SEMICONDUCTORS 

GROUP  COMPOSITE 

15373.3 

25 

1722.5 

-4 

21.4 

24.4 

14 

107974 

3.07 

ADAPTEC  (9) 

196.0 

51 

41.1 

37 

21.0 

23.0 

20.0 

20,2 

28 

40 

44 

2753 

1.89 

ADVANCED  MICRO  DEVICES 

566.5 

12 

25.3 

-70 

A  R 

ID.  / 

10.1 

10.9 

8 

do 

1  R 

1816 

2.08 

AMP 

1363.0 

5 

116.4 

11 

0. 0 

ft  1 

o.  I 

15.3 

15.5 

21 

Q 

Q 

9388 

2.01 

AMPHENOL 

194.8 

-2 

16,9 

19 

ft  7 

7  2 

NA 

19,9 

18 

NA 

il77 

1.39 

ANALOG  DEVICES  (2) 

280.8 

35 

40.1 

70 

14.3 

1 1.4 

13.3 

19,4 

21 

14 

94 

2759 

1.13 

ATMEL 

240.1 

101 

44.9 

127 

1  ft  7 

18.7 

23,5 

25 

AH 

Ou 

3472 

1.40 

AVX  (9) 

292.9 

11 

36.7 

83 

7  6 

22.3 

23,3 

14 

INn 

INn 

1991 

1.58 

INTEL 

4644.0 

31 

894.0 

1 

9R  n 

26.1 

29.4 

16 

C.O 

53570 

4.04 

JABIL  CIRCUIT  (4) 

235.6 

106 

6.3 

NM 

2.7 

NM 

16.9 

16.0 

10 

31 

5 

177 

1.05 

LSI  LOGIC 

311.4 

11 

42.3 

-7 

iO.D 

17.4 

19.2 

18 

Tin 

4186 

1.80 

MICRON  TECHNOLOGY  (4) 

996.5 

59 

188,2 

3 

18.9 

29.2 

37.9 

42.2 

7 

30 

219 

6880 

4.71 

MOLEX  (6) 

347.1 

14 

36.1 

14 

10.4 

10.4 

12.7 

13.0 

23 

18 

14 

3243 

1.43 

NATIONAL  SEMICONDUCTOR  (7) 

600.3 

5 

23.0 

-60 

3.8 

10.0 

13.9 

15.0 

8 

14 

NA 

2031 

1.92 

READ-RITE  (3) 

258.2 

7 

1.3 

-95 

0.5 

10.3 

19.7 

22.8 

8 

123 

10 

917 

2.54 

SCI  SYSTEMS  (5) 

1113.0 

88 

19.1 

75 

1.7 

1.9 

13.0 

15.5 

16 

15 

82 

1142 

2.38 

SOLECTRON  (4) 

657.2 

39 

27.7 

53 

4.2 

3.8 

11.9 

16,3 

20 

79 

45 

2028 

2.03 

TEXAS  INSTRUMENTS 

3076.0 

7 

163.0 

-29 

5,3 

8.0 

20.0 

24.1 

10 

20 

53 

10445 

5.26 

10  FOOD 

INDUSTRY  COMPOSITE 

82642.7 

6 

2468.7 

-A 

3.0 

3.3 

12.9 

22.0 

20 

7 

9 

196601 

1.65 

(A)  FOOD  DISTRIBUTION 

GROUP  COMPOSITE 

10490.2 

5 

125.9 

-2 

1.2 

1.3 

10.3 

14.1 

19 

8 

3 

10691 

1.52 

INTERNATIONAL  MULTIFOODS  (10) 

635.2 

3 

5.8 

-50 

0.9 

1.9 

8.4 

8,0 

14 

-3 

18 

340 

1.33 

JP  FOODSERVICE  (5) 

295,8 

14 

1.4 

-7 

0.5 

0.6 

7.1 

11,3 

25 

NA 

NA 

315 

0.79 

NASH  FINCH 

684.5** 

10 

2.8 

4 

0.4 

0.4 

8.1 

8.1 

10 

5 

-3 

177 

1.61 

RICHFOOD  HOLDINGS  (8) 

766.8 

1 

3.8 

-63 

0.5 

1.3 

13.3 

17.9 

28 

23 

42 

1008 

1.17 

RYKOFF-SEXTON  (8) 

452.4 

19 

0.5 

-39 

0.1 

0.2 

4,9 

3.9 

28 

1 

-8 

235 

0.57 

SMART  &  FINAL 

282.3 

12 

4.2 

21 

1.5 

1.4 

NA 

14.0 

26 

14 

18 

471 

0.91 

SUPER  FOOD  SERVICES  (4) 

268.8** 

4 

2.3 

12 

0.9 

0.8 

7,0 

6.9 

14 

2 

-12 

139 

0.88 

SUPERVALU (10) 

3847,3 

-1 

48.8 

13 

1.3 

1.1 

9.6 

14.0 

13 

7 

-14 

2170 

2.44 

SYSCO  (6) 

3257,1 

10 

56.3 

7 

1.7 

1.8 

12.9 

18.0 

21 

12 

13 

5837 

1.48 

(B)  FOOD  PROCESSING 

GROUP  COMPOSITE 

35762.9 

6 

1625.7 

-9 

4.5 

5.3 

14.0 

22.3 

20 

5 

8 

135646 

2.08 

CAMPBELL  SOUP  (5) 

2217,0 

9 

257,0 

11 

11.6 

11.4 

22.8 

27.3 

20 

6 

112 

14731 

2.99 

CONAGRA  (7) 

5771,8 

0 

128,4 

8 

2.2 

2.1 

13.3 

20.9 

18 

14 

10 

9693 

2.26 

CPC  INTERNATIONAL 

2409.5 

23 

122,4 

10 

5.1 

5.7 

18.1 

26,6 

19 

5 

4 

9792 

3.52 

DEAN  FOODS  (7) 

718.0 

8 

6.7 

-61 

0.9 

2.6 

8.9 

10,4 

15 

10 

4 

923 

1.56 

DEKALB  GENETICS  (4) 

180.3 

25 

9.7 

21 

5.4 

5,5 

8.2 

9.6 

37 

2 

-11 

429 

2.25 

DOLE  FOOD 

814,4 

-4 

30.0 

23 

3.7 

2.9 

11.2 

24.7 

19 

-8 

-5 

2402 

2.11 

FLOWERS  INDUSTRIES  (6) 

275,0 

7 

5.7 

-38 

2.1 

3.5 

7.5 

12.5 

20 

8 

3 

750 

0.57 

FOODBRANDS  AMERICA 

186,0 

33 

2.1 

18 

1.1 

1.3 

6.2 

23.0 

21 

4 

NA 

207 

0.80 

GENERAL  MILLS  (7) 

1309.2 

7 

116.3 

476 

8.9 

1.7 

NA 

109.5 

23 

-22 

-4 

8747 

2.42 

HEINZ  (H.J.)  (8) 

2193.1 

12 

156.5 

13 

7.1 

7,1 

15.5 

26.2 

19 

4 

4 

12265 

1.73 

HERSHEY  FOODS 

931.5 

7 

59.4 

-2 

6.4 

7,0 

18,8 

25.3 

21 

-1 

5 

5621 

3.54 

HORMEL  FOODS  (2) 

724.4 

-1 

20.7 

-42 

2.9 

4.9 

14.1 

14,2 

19 

5 

10 

2052 

1.38 

HUDSON  FOODS  (3) 

330.3 

22 

1.9 

-77 

0.6 

3.0 

5.2 

9,1 

13 

19 

35 

375 

0.95 

IBP 

3084.7 

3 

53,0 

2 

1.7 

1.7 

21.5 

26.3 

8 

15 

96 

2268 

2.91 

INTERSTATE  BAKERIES  (7) 

926.5 

159 

4.2 

35 

0.5 

0.9 

3.8 

4.8 

32 

0 

-15 

901 

0.76 

KELLOGG 

1785.9 

4 

206.1 

5 

11.5 

11.4 

21.4 

31.5 

31 

-4 

3 

15413 

2.30 

Mccormick  (1) 

431.8 

2 

9.4 

-52 

2.2 

4.5 

K-  7 

15.9 

20 

7 

3 

1797 

1.09 

NABISCO  HOLDINGS 

1990,0 

8 

53.0 

10 

2.7 

2.6 

5,." 

7.6 

25 

NA 

NA 

8116 

1.21 

PILGRIM'S  PRIDE  (3j 

272.0 

25 

-0.6 

NM 

NM 

NM 

3.8 

4.4 

30 

10 

NA 

190 

0.23 

PIONEER  HI-BRED  INTERNATIONAL  (4 

281.0 

1 

4.0 

-56 

1.4 

3.3 

21.0 

20.8 

26 

7 

23 

4609 

2.10^ 

QUAKER  OATS 

1222.8 

-25 

32.2 

-91 

2.6 

22.4 

19.5 

35.8 

11 

-5 

24 

4398 

2.88 

RALCORP  HOLDINGS  (3) 

277.4 

7 

21.2 

-3 

7.6 

8.5 

8.2 

18.7 

25 

NA 

NA 

769 

0.92 

RALSTON  PURiNA  (3) 

1441.6 

-18 

59.1 

15 

4.1 

2.9 

19.1 

51.9 

20 

NA 

-5 

5321 

3.14 

SARA  LEE  (6) 

4443.0 

5 

188.0 

13 

4.2 

4.0 

14.4 

19.8 

18 

11 

-1 

15005 

1.76 
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"he  Company  Tried  To  Tailor  A  Program 
'rom  A  Number  Of  Different  Providers. 


ley  were  buying  their  managed  care  services  in  pieces.  But  the  fit  wasn't  right.  We  showed 


;m  our  integrated  seamless  program 


iage  specialists  joined  to  medical 


Dviders  connected  to  rehabilitation 


*]FqVJH     services--all  tied  into 


ims  management.  With  immediate  access 


'C^e  Said  Cut  From  The  Same  Cloth, 


information.  We  demonstrated  the  savings  on  each  component.  It  made  them  look 


LIBERTY  pi 

;e  a  million  bucks.  For  managed  care  that  fits  perfectly,  call  us.  MUTUAL*^ 


'95  Liberty  Mutual  Group 


CORPORATE  SCOREROARD 


COMPANY 

SALES 

PROFITS 

RETURN 

MARKET 
■  VALUE 

MARGINS 

5-YEAR  GROWTH 

12 

1ST 

:hange 

1ST 

CHANGE 

1ST 

1ST 

ON 

ON 

EARNINGS 

SHARES 

MONTHS 

QUARTER 

FROM 

QUARTER 

FROM 

QUARTER 

QUARTER 

INVESTED 

COMMON 

COMMON 

PER 

OUTSTANDING 

EARNING 

1996 

1995 

1996 

1995 

1996 

1995 

CAPITAL 

EQUITY 

P-E 

EQUITY 

SHARE 

4-19 

PER 

$MIL, 

% 

$  MIL. 

% 

% 

% 

% 

% 

4-19 

% 

^ 

$  MIL 

SHARE 

^MITHFIELD  FOODS  (R) 

687.0 

56 

10  8 

-40 

1,6 

4.1 

7  Q 

A  1 
O.  1 

31 

8 

U.oo 

THORN  APPLE  VALLEY  (7) 

228.8 

40 

-3.7 

NM 

NM 

NM 

NM 

-17.1 

NM 

32 

-24 

67 

-2,61 

UNIVERSAL  FOODS  (3) 

200.0 

4 

14.5 

7 

7,3 

7.1 

9.8 

12.3 

20 

7 

4 

923 

1,73 

Vi/RIGLEY  (WM.)  JR. 

429.9** 

4 

57.6 

4 

27.8 

28,4 

28 

16 

6395 

1,95 

ivj  rv%JV  nlLlAll.iriu 

GROUP  COMPOSITE 

36389  7 

7 

717.1 

10 

2.0 

1.9 

11.4 

24.0 

20 

11 

13 

ALBERTSON  S  (11) 

3278.8 

7 

154.1 

7 

4.7 

4.7 

18.6 

23.8 

20 

12 

17 

9258 

1,84 

AMERICAN  STORES  (11) 

5090.6 

10 

121.5 

-7 

2.4 

2.8 

9.2 

13.5 

16 

11 

19 

4906 

2,16 

HAcrvtc  ^cuFDAi  CTnncc  / o\ 

CASEY  S  GENERAL  STORES  (8) 

222.9* 

1 1 

6.8 

20 

3.1 

2.9 

9.6 

13.2 

22 

19 

20 

598 

1,02 

CIRCLE  K  (8) 

839.0 

_2 

5.1 

-17 

0.6 

0.7 

NA 

11.7 

23 

NA 

NA 

747 

DELCHAMPS  (6) 

280.2 

10 

1.1 

NM 

0,4 

NM 

NM 

-13.3 

NM 

5 

NA 

148 

-2.03 

EAGLE  FOOD  CENTERS  (11) 

282.9 

9 

-6.3 

NM 

NM 

NM 

NA 

-59.4 

NM 

-3 

NA 

34 

-1.62 

FOOD  LION 

2024.5 

8 

40.9 

8 

2,0 

2.0 

NA 

16.2 

22 

13 

-27 

3970 

0.38 

GENERAL  NUTRITION  (11) 

266.0 

17 

23.0 

51 

8,7 

6.7 

16.2 

23  4 

24 

288 

NA 

1  /  Uo 

\J,01 

GIANT  FOOD  (10) 

1264.2 

5 

44.9 

1 1 

3,5 

3.4 

11.9 

13.0 

IS 

9 

-4 

1849 

1,72 

GREAT  ATLANTIC  &  PACIFIC  TEA  (10) 

2331.1 

-2 

25.6 

342 

1,1 

0.2 

5.1 

7.2 

23 

-7 

NA 

1304 

1,50 

HANNAFORD  BROTHERS 

690.5 

15 

14.7 

1 

2,1 

2.4 

10.8 

13.6 

17 

15 

10 

1184 

1,67 

KASH  N'  KARRY  FOOD  STORES  l",) 

281 ,4 

3 

1 .2 

NM 

0,4 

NM 

-1  1 

-6  1 

NA 

NA 

NA 

INM 

t/n  AA  pn 

KROGER 

5784.3 

6 

76.5 

19 

1.3 

1.2 

26.0 

NM 

16 

NA 

25 

5185 

2.66 

PENN  TRAFFIC  (11) 

947.8** 

10 

-27.7 

NM 

NM 

0.9 

NM 

NM 

NM 

30 

NA 

148 

-7.32 

niiAi  iTV  mnn  ^ruTCDC 

QUALITY  FOOD  CENTERS 

176.6 

27 

4,7 

24 

2.7 

2.7 

13.2 

42.1 

20 

3 

9 

397 

1,41 

522.4 

g 

9.5 

_5 

1.8 

2.0 

117 

10 

6 

C  A  FFIA/ AV 

SAFEWAY 

3882.7 

7 

96.4 

55 

2.5 

1.7 

16.7 

45.6 

21 

43 

29 

6895 

1.51 

SMITH  5  FOOD  &  DRUG  CENTERS 

693.2 

-7 

-1.2 

NM 

NM 

1.3 

NM 

-12.3 

NM 

7 

NA 

605 

-2.04 

CAI  ITLJI  Akin 

SOUTHLAND 

1579.6** 

1 

5.5 

NM 

0.3 

NM 

NM 

NM 

8 

NA 

NA 

1422 

0.44 

STOP  &  SHOP  (11) 

1099.1 

21 

19.2 

-15 

1.7 

2,5 

7.6 

23.6 

22 

21 

94 

1660 

1.50 

VILLAGE  SUPER  MARKET  (5) 

178.0 

4 

1.2 

174 

0.7 

0,3 

4.6 

2.6 

16 

1 

-28 

22 

0.48 

VONS 

1205.6 

6 

17.5 

25 

1.5 

1,2 

7.7 

11.5 

20 

14 

-8 

1377 

1.62 

WEIS  MARKETS 

433.2 

9 

19.7 

3 

4.5 

4,8 

9.9 

10.1 

16 

6 

-1 

1255 

1.87 

WINN-DIXIE  STORES  (6) 

3035.3 

9 

63,3 

11 

2.1 

2,1 

18.8 

18,7 

19 

8 

10 

4885 

1.65 

11  FUEL 

INDUSTRY  COMPOSITE 

119218.9 

9 

6676.0 

36 

5.6 

4.5 

8.8 

12.4 

21 

1 

1 

367843 

2.89 

(A)  COAL,  OIL  &  GAS 

GROUP  COMPOSITE 

113795.8 

9 

6372.0 

37 

5.6 

4.5 

8.7 

12.5 

20 

1 

1 

331931 

3.00 

AMERADA  HESS 

2232.5** 

13 

66,0 

162 

3.0 

1.3 

NM 

-13.3 

NM 

-3 

NA 

5290 

-3.80 

AMOCO 

7277.0 

10 

728,0 

39 

10.0 

7.9 

10.7 

13.9 

17 

1 

6 

35835 

4.18 

ASHLAND  (3) 

2846.0 

13 

-2,0 

NM 

NM 

NM 

7.4 

5.9 

30 

0 

-40 

2568 

1.32 

ATLANTIC  RICHFIELD 

4156.0 

7 

370,0 

15 

8.9 

8,3 

12.4 

21.0 

13 

-2 

-5 

18636 

8.71 

BURLINGTON  RESOURCES 

255.5 

19 

37,8 

NM 

14.8 

NM 

NM 

-10.7 

NM 

-5 

NA 

4683 

-1.86 

CHEVRON 

10336.0*** 

14 

616.0 

34 

6.0 

5.1 

6,0 

7.4 

33 

-1 

-9 

36367 

1.67 

COASTAL 

3095.1 

18 

82.5 

43 

2.7 

2.2 

8,3 

10.4 

15 

6 

8 

4076 

2.63 

DIAMOND  SHAMROCK 

1171.2* 

39 

7.2 

33 

0.6 

0.6 

5,1 

7.2 

21 

13 

-5 

939 

1.54 

EXXON 

31205.0*** 

5 

1885.0 

14 

6.0 

5.6 

11,7 

16.5 

15 

4 

3 

101844 

5.36 

FINA 

965.1 

12 

38.0 

14 

3.9 

3.9 

7.4 

9.2 

14 

1 

8 

1576 

3.50 

LOUISIANA  LAND  &  EXPLORATION 

266.2** 

38 

20.6 

489 

7.7 

1.8 

6,4 

9.7 

47 

-4 

-20 

1654 

1,06 

MITCHELL  ENERGY  &  DEVELOPMENT  (11)  245.7 

10 

-43.0 

NM 

NM 

4.0 

4.9 

7.7 

23 

-1 

-3 

852 

0.71 

MOBIL 

18694.0*** 

6 

736.0 

16 

3.9 

3.6 

10.9 

13.7 

19 

0 

4 

44787 

6.13 

MURPHY  OIL 

437.2** 

5 

24.0 

50 

5.5 

3.8 

NM 

-10.0 

NM 

4 

NA 

1950 

-2,46 

OCCIDENTAL  PETROLEUM 

2522.0 

-7 

164.0 

-8 

6.5 

6.6 

6.7 

12.2 

21 

-5 

4 

8486 

1,26 

ORYX  ENERGY 

247.0** 

-16 

32.0 

146 

13.0 

4.4 

NM 

NM 

9 

NA 

18 

1632 

1.72 

PENNZOIL 

587.3** 

-8 

15.8 

475 

2.7 

0.4 

NM 

-34.9 

NM 

-5 

NA 

1898 

-6,31 

PHILLIPS  PETROLEUM 

3595.0 

16 

695.0 

526 

19.3 

3,6 

16.3 

27.5 

10 

3 

11 

10289 

4,01 

QUAKER  STATE 

278.8 

16 

5.7 

35 

2.0 

1,8 

2.0 

1.2 

NM 

-3 

-31 

488 

0,10 

SUN 

2545.0*** 

-2 

-5.0 

NM 

NM 

NM 

12.0 

20.7 

14 

-19 

-2 

2220 

2.09 

TEXACO 

10271.0** 

13 

386.0 

-8 

3.8 

4,6 

7.3 

8.2 

34 

1 

-11 

22227 

2.44 

TOSCO 

2020.0 

19 

24.0 

NM 

1.2 

NM 

11.0 

16.8 

17 

15 

-10 

1788 

2.80 

ULTRAMAR 

736.5 

17 

14.8 

423 

2.0 

0,5 

NA 

10.3 

21 

NA 

7 

1169 

1.44 

UNION  TEXAS  PETROLEUM  HOLDINGS 

258.0** 

8 

48.0 

3 

18.6 

19.4 

NA 

24.7 

16 

-2 

-18 

1700 

1.18 

UNOCAL 

2043.0** 

20 

124.0 

68 

6.1 

4.4 

6.8 

11.3 

29 

-1 

-6 

8038 

1.11 

USX-MARATHON  GROUP 

3627.0 

9 

216.0 

181 

6.0 

2.3 

NM 

1.9 

NM 

NA 

NA 

5820 

0,18 

VALERO  ENERGY 

942.9 

37 

19.9 

429 

2.1 

0.5 

6.1 

6.2 

18 

10 

-24 

1164 

1.47 

VASTAR  RESOURCES 

758.7 

55 

55.6 

135 

7.3 

4.9 

NM 

131.3 

26 

NA 

NA 

3537 

1.39 

ZEIGLER  COAL  HOLDING 

181,0** 

-11 

10.1 

63 

5,6 

3.1 

NM 

-8.1 

NM 

NA 

NA 

418 

-0.25 

(B)  PETROLEUM  SERVICES 

GROUP  COMPOSITE 

5423.1 

20 

304.0 

24 

5.6 

5.4 

10.7 

11.7 

30 

4 

-2 

35912 

1.95 

BAKER  HUGHES  (3) 

744.8 

14 

41.6 

48 

5,6 

4.3 

7.0 

9.2 

34 

1 

-12 

4219 

0.86 

Bl  SERVICES  (3) 

200.8 

88 

4.4 

221 

2,2 

1.3 

NM 

3.6 

60 

28 

-22 

1014 

0.60 

HALLIBURTON 

1561.4** 

30 

51.5 

34 

3,1 

3.0 

14.2 

14.1 

26 

-4 

19 

6383 

2.16 

SCHLUMBtPGER 

2027.8 

15 

170,9 

16 

8.4 

8.3 

13.1 

13.2 

30 

8 

-3 

20120 

2.78 

SMITH  INTERfJATIONAL 

238.8** 

20 

12,9 

20 

5.4 

5,4 

14.8 

15.9 

22 

25 

NA 

1068 

1.22 

V^ESTERN  ATL/tS 

549.5 

9 

22,7 

18 

4.1 

3.8 

6.9 

7.5 

31 

NA 

NA 

3108 

1.91 
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Let  The  Next 
Move  Be  Ours. 


To  Gain  True  Competitive 
Advantage  From  Your 
Computing  Investment... 


Competitive  advantage  means  making  the  most 
of  your  strategic  business  assets:  people,  data, 
and  computer  hardware.  It  means  eliminating 
the  obstacles  to  enterprise  information  delivery. 
And  it  means  empowering  everyone  in  your 
organization  with  facts  to  fuel  effective  decisions. 

SAS  Institute's  software  solutions,  backed  by  our 
exclusive  core  technologies,  provide  everything 
you  need  to  achieve  true  competitive  advantage. 

'  Enterprise  Infonmtion  Systems  (EIS)... 
for  ensuring  that  key  decision  makers  have  fast, 
user-friendly  access  to  the  most  relevant  and 
up-to-date  business  information 

■  Tlie  SAS  Data  Warehouse...  for  managing  and 
organizing  data  from  any  source,  and  then  exploiting 
that  data  using  afidl  range  of  business  intelligence 
and  analytical  tools 

■  Tlie  SAS  MultiVetidor  Architecture"... for  sharing 
data  and  business  solutions  across  your  entire 
hardware  landscape— desktop  and  beyond 

Wed  like  to  hear  about  your  current  information 
needs.  We'll  respond  with  a  software  solution  that's 
customized  for  the  way  you  do  business. 


Call  now  for  your  free 
SAS  Iiistitiite  overview, 
or  send  us  E-nuiil  at 
bwfsas.sas.com 


SAS  Institute 
Phone  919-677-8200 
E-mail:  bw@sas.sas.com 
URL:  http://www..sas.rom/ 


Software  for  Successful  Decision  Making 


SAS  is  a  registered  trademark  of  SAS  Institute  In 
Copyright  ©  1996  hy  SAS  Institute  Inc. 


Were  SAS  Institute, 
and  we'll  help  you 
leverage  technology 
to  meet  your 
business  goals. 


CORPORATE  SCOREBOARD 


COMPANY 

SALES 

PROFITS 

RETURN 

MARKET 
VALUE 

MAROINS 

S-YEAR  GROWTH 

12 

1ST 

CHANGE 

1ST 

CHANGE 

1ST 

1ST 

ON 

ON 

EARNINGS 

SHARES 

MONTHS' 

QUARTER 

FROM 

QUARTER 

FROM 

QUARTER 

QUARTER 

INVESTED 

COMMON 

COMMON 

PER 

OUTSTANDING 

EARNINGS 

1996 

1995 

1996 

1995 

1996 

1995 

CAPITAL 

EQUITY 

P-E 

EQUITY 

SHARE 

4-19 

PER 

$Mll 

% 

SMIL. 

% 

% 

% 

% 

% 

4-19 

% 

% 

SMIL, 

SHARE 

12  HEALTH  CARE 

INDUSTRY  COMPOSITF 

60631.4 

13 

6351.3 

4 

1  R  R 

1 0.Q 

tH 

1 1 
1 1 

(A)  DRUG  DISTRIBUTION 

GROUP  COMPOSITE 

18319.9 

10 

369.6 

3 

2.0 

2.2 

12.6 

■  14.7 

21 

10 

6 

22239 

1.60 

ARBOR  DRUGS  (5) 

214.5 

16 

8.7 

16 

4.1 

4.0 

13.5 

15.0 

20 

16 

6 

497 

1.00 

BERGEN  BRUNSWIG  (3) 

2454.4" 

18 

20.4 

14 

0.8 

0.9 

8.5 

12.9 

15 

3 

1 

1027 

1.71 

B 1 P  D  /I  ^  \ 

BIG  Bill) 

221.1 

15 

-5.7 

NM 

NM 

3.6 

NA 

1.7 

58 

10 

32 

190 

0.15 

BINDLFY  WESTERN  INDUSTRIES 

1 189.0 

4  6 

10 

n  A 

U.  H 

n  A 

ft  ^ 
0.0 

ft  A 

9fl 

i  1  £. 

i  .40 

CARDINAL  HEALTH  (6) 

2202.8 

10 

36.8 

23 

1.7 

1.5 

14.8 

14.4 

30 

NA 

NA 

3071 

2.13 

DRUG  EMPORIUM  (10) 

234.9 

30 

1.0 

-48 

0.4 

1.1 

5.6 

4.9 

23 

-3 

NA 

54 

0.18 

ECKERD  (11) 

1473.8 

12 

54.6 

22 

3.7 

3,4 

20.4 

NM 

17 

NA 

NA 

1752 

3.00 

FAY'S  (11) 

264  4 

4 

-8  9 

NM 

NM 

9  A 

INn 

R  9 

IN  IVI 

Q 

\ 

1  /I  Q 

LONGS  DRUG  STORES  (11) 

729.3 

5 

11.6 

-33 

1.6 

2.5 

8.2 

8.8 

20 

9 

-5 

897 

2.29 

McKESSON  (9) 

3482.3 

4 

38.0 

-4 

1.1 

1,2 

NA 

12.6 

17 

10 

NA 

2210 

2.90 

REVCO  D.  S.  (7) 

1243.3 

10 

24.7 

40 

2.0 

1.6 

7.4 

9.3 

23 

NA 

NA 

1848 

1.16 

RITE  Ain  ( 1  r» 

D 

R7  ri 

7 

1 

A  n 

■5  Q 

N  A 
INM 

1  R  n 
1  o.u 

1 

7 

-0 

OC  1  7 

J.  .yU 

WALGREEN  lA.) 

3 1 79  1 

13 

126  8 

14 

4  0 

1  A  ft 

1  ft  n 

1  ■p 

/  /  00 

i  .40 

(B)  DRUGS  &  RESEARCH 

L  X 

OO31.0 

— o 

i  /./ 

on  3 

OD  1 

Oyl 

i  1 
1 1 

1  n 

00*T9  A1 

297301 

2.86 

ALLERGAN 

258.1 

13 

23.1 

5 

9.0 

9.5 

8.9 

10.7 

31 

6 

1 

2267 

1  13 

AMERITAN  HnME  PRnDlirTS 

OOHU  .O 

*+oy  .*+ 

R9 

1  A 

9Q 

i  1 .3 

9n  7 

JU 

1  A 

7 

1 

Q yi  COR 

Q  C7 

0.0  / 

AMGEN 

1  ft 

1  HO  .D 

■^9 

9fl 

9A  7 

■51  A 

"59  7 

9ft 

00 

AA 

J.  4y4D 

0  nc 

RRISTHI  .MYERS  SQIIIRR 

ODD  J.U 

1  1 
i  I 

79ft  n 

1  1 
1  1 

J.  3.0 

1  Q  Q 

9Q  1 
^3.1 

T9  "5 

99 

1 
1 

1 

4  J.  ODD 

■3  70 

GENENTECH 

227.3** 

1 

38.2 

-12 

16.8 

19.3 

8.1 

8.5 

45 

12 

49 

6247 

1.16 

LILLY  V^Liy 

1 / OO .  0 

9  1 

91  ft 

1  ft  ft 
10.0 

9A  ■? 

9f; 

7 

u 

"3  "5/  Rft 
0040O 

MFRPK 

.ICQfi  A 
HO  JU.^ 

1  Q 

Aft5  S 

1  Q  1 

1  Q  ft 

9  1  A 

9Q 
^3.  J 

99 

9ft 

1 1 

7An'3R 
/  DuOO 

0  7Q 

PFI7FR 

i  0 

c>  1  7  9 

9A 

1  7  Q 

9R  '5 

97 

1 

—  i 

1  A 

A  O  RriR 

400U0 

0  CA 

RHONE-POULENC  RORER 

1272.4 

8 

85.0 

0 

6.7 

7.2 

7.4 

14.8 

24 

23 

125 

8173 

2,53 

^PHFRINH-PI  nUHH 
ounLninu~rLUUun 

1  7 

i  .J 

^9ft  ft 

1  0 

9'5  A 

9'5  '5 

RR  7 
00.  / 

fi7  R 

90 

9 

—c. 

1  ft 

9  1  A  RQ 
i:  1403 

9  Q7 

WARMFR-I  AMRFRT 

VVHnnCn'LHIVIDbn  1 

1  A 

9AQ  ^ 

9A 

J.  .j.O 

1  9 

■^R  1 
OO.  i 

1  Q 

1  1 
1  I 

J.  y 

1  ROO  1 
i,  0^^  1 

K  QO 
0.0^ 

(C)  HEALTH-CARE  SERVICES 

GROUP  COMPOSITE 

7425.3 

30 

348.7 

6 

4.7 

5.7 

9.9 

12.9 

25 

23 

13 

29752 

1.26 

BEVERLY  ENTERPRISES 

811.0 

2 

13.7 

-17 

1.7 

2.1 

NM 

-2.0 

NM 

13 

NA 

1147 

-0.17 

HEALTH  CARE  &  RETIREMENT 

187.6 

10 

13.9 

16 

7.4 

7.0 

NA 

14.6 

24 

3 

54 

1190 

1.62 

UTAITU  M AU ACCmiCMT  ACCflPIATCC 

ncALin  iVlAnAuClVlcn  1  AdoUUIAiCO  [Oi 

184.8 

28 

25.0 

34 

13.5 

12.9 

16.7 

20.3 

34 

65 

49 

2387 

1.02 

HEALTHSOUTH 

581.2 

29 

37.9 

15 

6.5 

7.3 

NA 

15.3 

47 

40 

5 

3645 

0.82 

HnRi7nN/rM^  hfaithparf  id 

D 

1  R  fi 
1  D.O 

□  3 

o  .O 

9  R 

MA 

9  A 

yo 
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DO 
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U.4U 

INTFHRATFn  HFAITH  ^FRUIPF^ 
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MA 
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MM 
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40 
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MANOR  PARF  17) 

9n  Q 

Q 

D.O 

7  A 

1  9  R 
1^.0 

T  7 
i  /  .0 

9fl 

9R 

97 

c.  1 

9'5R7 

1  A 

1 .00 

MEDPARTNERS/MULLIKIN 

332.5 

28 

-15.5 

NM 

NM 

1.9 

NA 

NA 

NA 

NA 

NA 

468 

NA 

nRNnA  MFAITMPnRP  (A^ 

eiAO  Q** 

97  £^ 

JO 
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i  i  .u 
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00 
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INn 
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/U.  / 
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Q  7 
3.  / 

1  R 

—0 

A'57A 
40  /  4 

1  Q7 

1  .y  / 

11  ^  MPAITMPARF 

1  07*5  7** 

9Q 

J3  1  ft 

o  i.  .D 

1  A 

7 

J.  J.  .0 

99 

■pR 
00 
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00 
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9  ■p? 
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UNITED  WISCONSIN  SERVICES 

281.4** 

16 

0,3 

-93 

0,1 

1.7 

NA 

1.2 

NM 

33 

23 

274 

0.20 

07  1  A** 

I  D,  D 

■3  1 
J  i 

R  / 
O.H 

Q  1 

3. 1 

1  R 

on 

iU 

7  7C 

/  /D 

0  7R 
^.  /  0 

VFNPriR 
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ou 

A  A 
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i  .  3 
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IN  IVI 

AA 

1  9 

9'5A  1 
^04  J, 

(D)  MEDICAL  PRODUCTS 

GROUP  COMPOSITE 

13097.0 

12 

1781.4 

22 

13.6 

12.5 

19.9 

24.8 

23 

8 

14 

136536 

2.48 

ABBOn  LABORATORIES 

2672.2 

6 

480.1 

15 

18.0 

16.5 

36.7 

39,8 

19 

9 

14 

32772 

2.21 

BARD  (C.R.) 

289.2 

4 

27.1 

9 

9.4 

9.0 

14.5 

15.8 

23 

9 

13 

2027 

1.57 

BAXTER  INTERNATIONAL 

1299.0 

12 

138,0 

41 

10.6 

8.5 

7,9 

11.1 

29 

-1 

-7 

11930 

1.50 

BECTON,  DICKINSON  (3) 

705.7 

2 

74.8 

15 

10.6 

9.4 

15.3 

19.6 

20 

2 

9 

5271 

3.96 

GUIDANT 

252.1 

12 

28.5 

35 

11.3 

9.4 

NA 

31.4 

34 

NA 

NA 

3747 

1.52 

JOHNSON  &  JOHNSON 

5334.0 

19 

790.0 

21 

14.8 

14.5 

23.4 

28.1 

23 

12 

15 

58858 

3.89 

MALLINCKRODT  GROUP  (5) 

572.6 

8 

50.7 

18 

8.9 

8.1 

12.1 

16.2 

16 

NA 

16 

2899 

2.40 

MEDTRONIC  (8) 

529.2 

28 

109.0 

53 

20.6 

17.3 

23.9 

24.2 

30 

18 

21 

12139 

1.72 

OWENS  &  MINOR 

771.3 

3 

1.5 

-67 

0.2 

0,6 

NM 

-16.3 

NM 

9 

NA 

397 

-0.63 

ST  JUDE  MEDICAL 

188.1 

4 

35.8 

17 

19.0 

16.9 

17.4 

18.0 

19 

21 

11 

2528 

1.88 

STRYKER 

217.6 

2 

25.0 

20 

11,5 

9.7 

NA 

21.3 

23 

26 

32 

2116 

1.89 

U.S.  SURGICAL 

266.0 

11 

20.9 

45 

7,9 

6.0 

10.0 

8.7 

28 

25 

-24 

1851 

1.16 

13  HOUSING  &  REAL  ESTATE 

INDUSTRY  COMPOSITE 

9383.9 

11 

139.4 

-66 

1.5 

4.9 

11.6 

17.7 

17 

9 

34 

32991 

2.05 

(A)  BUILDING  MATERIALS 

GROUP  COMPOSITE 

7267.4 

8 

91.2 

-73 

1.3 

5.1 

12.8 

21.0 

17 

4 

12 

26854 

2.30 

AMERICAN  STANDARD 

1364.0 

12 

-203.0 

NM 

NM 

2.2 

NM 

NM 

NM 

NA 

NA 

2149 

-1.12 

LAFARGE 

203.7 

4 

-38.2 

NM 

NM 

NM 

11.2 

13.6 

11 

3 

12 

1428 

1.93 

NORTEK 

221.0 

20 

2.4 

-4 

1.1 

1.4 

8.0 

11.3 

13 

-7 

NA 

180 

1.19 

OWENS  CORNING 

849.0 

1 

39.0 

18 

4.6 

3.9 

33.2 

NM 

9 

NA 

16 

2062 

4.68 

PPG  li^DUSTRIES 

1748.8 

0 

172.3 

-21 

9.9 

12.6 

21.8 

28,8 

14 

0 

17 

10014 

3.64 

RPM  (7) 

255.2 

9 

8.0 

5 

3.2 

3.3 

8.2 

14,9 

18 

16 

10 

1148 

0.86 

Si^ERWIN-WILLIAMS 

857.8 

20 

19.6 

5 

2,3 

2.6 

16.7 

16.6 

19 

9 

12 

3749 

2.34 

•'F.CUMSEH  PRODUCTS 

496.2 

5 

31.0 

-11 

6.2 

7.4 

13.2 

12.8 

11 

5 

50 

1250 

5.28 

■30  BUSINESS  WEEK  /  MAY  13,  1996 


If  your  company  is  planning  an  event  like  this 
in  the  future,  we'd  be  happy  to  give  you  an  estimate. 


*^  Marvin  Butler  leaned  back  and  took  a 
<^^^P  b^'eath.  He'd  just  added  it  all 
"P-  15,000  new  telephone  lines,  2,400 

m 

Atlantal996  audio  circuits,  600  digital  video 

ZnSoh/mpi'almBs  ctrcuits.  And  that  wasn't  all.  Even 
for  a  BellSouth  engineer  like  Marvin,  all  that 
went  into  an  event  like  the  1996  Atlanta  Olympic 
Games  was  staggering. 

Systems  so  vast,  these  could  be  called  the  first 
Olympic  Games  of  the  Information  Age:  an  enhanced 
network  for  wireless  voice,  paging,  messaging  and 


data  transfer  Plus  wireline  service  Jar  voice,  data 
cmd  video.  Part  oj  the  communications  backbone  for 
over  two  million  visitors  to  the  Olympic  Games,  and 
an  additional  25,000  roaming  cellular  customers. 
Plus  the  16  million  businesses  and  families  BellSouth 
serves  over  a  nine  state  region. 

BellSouth  can  provide  t/aa/ilv  services  and 
technologies,  no  matter  what  size  project  you  have 
m  mind.  Even  after  creating  such  an  advanced 
local  telecommunications  network,  we  don't  expect 
applause.  But  how  about  an  encore? 


BELLSOUTH 

Keeping  You  Ahead  Of  The  Game.^' 
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CORPORATE  SCOREBOARD 


COMPANY 

SALES 

PROFITS 

RETURN 

MARKET 
VALUE 

MARGINS 

S-YEAR  GROWTH 

12 

1ST 

CHANGE 

1ST 

CHANGE 

1ST 

1ST 

ON 

ON 

EARNINGS 

SHARES 

MONTHS' 

QUARTER 

FROM 

QUARTER 

FROM 

QUARTER 

QUARTER 

INVESTED 

COMMON 

COMMON 

PER 

OUTSTANDING 

EARNINGS 

1996 

1995 

1  QQA 

1  QQi^ 

1996 

1995 

PflDITfll 
tnrllML 

Cf\l  MTV 

P-E 

EQUITY 

SHARE 

4-19 

PER 

SMIL, 

% 

$MIL, 

% 

" 

% 

% 

% 

4-19 

% 

^° 

$MIL, 

SHARE 

TEXAS  INDUSTRIES  (7) 

235.0" 

18 

16.0 

133 

6.8 

3.5 

16.1 

19.2 

10 

7 

47 

709 

6.39 

VULCAN  MATERIALS 

308.5 

5 

20.1 

26 

6.5 

5.4 

NA 

21.4 

12 

2 

-4 

2006 

4.76 

YORK  INTERNATIONAL 

728.2 

21 

24.0 

28 

0. 1 

NM 

-13.9 

NM 

22 

NA 

2159 

-2.06 

(B)  CONSTRUCTION  &  REAL  ESTATE 

GROUP  COMPOSITE 

2116.5 

22 

48.2 

-29 

2.3 

3.9 

8.6 

10  A 

17 

25 

17 

1  A*a 

1 .4^ 

CHAMPION  ENTERPRISES 

193.0 

13 

7.8 

35 

4.0 

3.4 

29.3 

30.3 

16 

36 

145 

526 

2.12 

CLAYTON  HOMES  (5) 

211.4 

18 

24.0 

7 

11.3 

12.4 

16.5 

16.5 

19 

36 

23 

1863 

1.03 

KAUFMAN  &  BROAD  HOME(l) 

302.5 

32 

4.1 

839 

1.4 

0.2 

4.8 

5.5 

18 

14 

-4 

481 

0.82 

LENNAR  (1) 

226.5- 

25 

17.2 

15 

7.6 

8.3 

7.9 

1 1.6 

12 

20 

36 

888 

2.02 

OAKWOOD  HOMES  (3) 

221.8" 

19 

16.2 

64 

7.3 

5.3 

12.4 

16.5 

20 

43 

28 

1106 

2.51 

PULTE 

432.5** 

30 

5.1 

NM 

1.2 

NM 

NA 

7.1 

13 

21 

9 

716 

1.99 

U.S.  HOME 

272.8** 

4 

9.3 

14 

3.4 

3.1 

9.0 

11.9 

7 

41 

NA 

266 

3.19 

WEBB  (DEL)  (6) 

256.0** 

31 

-35.4 

NM 

NM 

3.6 

3.3 

-3.5 

NM 

24 

6 

292 

-0.50 

14  LEISURE  TIME  INDUSTRIES 

INDUSTRY  COMPOSITE 

24375.3 

1  A 

1  o'i'i  a 

—  ID 

O.O 

lie 
1  i.o 

1  K  ^ 

1 1 

1  A 

14 

1  CO  1  y1  O 
100l4J 

1  CO 

l.oB 

(A)  EATING  PLACES 

GROUP  COMPOSITE 

4434.7 

QflO  7 
007.  / 

1  / 

O.O 

1  C  1 

io.l 

OA 

1  A 

1 J 

40JS1 

1  AO 

1.49 

BOB  EVANS  FARMS  (8) 

194.7 

5 

7,6 

-46 

3.9 

7,5 

11.1 

11.3 

14 

13 

14 

655 

1.12 

BRINKER  INTERNATIONAL  (6) 

284.2 

6 

13.9 

-24 

4.9 

6,8 

5.6 

6.3 

36 

29 

25 

1322 

0.48 

CRACKER  BARREL  OLD  COUNTRY  STORE  (5)  219.5 

16 

12.5 

2 

5.7 

6.5 

12.2 

12.8 

22 

37 

28 

1470 

1.11 

DARDEN  RESTAURANTS  (7) 

795.1 

-1 

35.6 

NM 

4.5 

NM 

NA 

5.2 

37 

NA 

NA 

2205 

0.38 

MCDONALD'S 

2426.0 

12 

301.6 

7 

12.4 

13.0 

12.5 

18.3 

23 

12 

12 

32536 

2.01 

OUTBACK  STEAKHOUSE 

216.1 

33 

16.9 

33 

7.8 

7.8 

31.0 

28.5 

31 

122 

33 

1756 

1.26 

SHONEY'S  (2) 

299.1 

-3 

1.6 

-80 

0.5 

2.6 

8.2 

NM 

90 

NA 

-9 

446 

0.12 

(B)  ENTERTAINMENT 

GROUP  COMPOSITE 

4921.9 

51 

22.5 

-94 

0.5 

11.0 

11.9 

15.4 

30 

14 

12 

35483 

1.95 

BOYD  GAMING  (6) 

202.2 

11/1 

I  1 .4 

—  1 

D.D 

M  A 

M  A 

70Q 
/  /LO 

U.D  / 

DISNEY  (WALT)  (3) 

4543.0 

54 

-24.0 

(MM 

NM 

10.7 

1  1.6 

14.8 

32 

13 

13 

33141 

1,96 

KING  WORLD  PRODUCTIONS  (4) 

176.8 

23 

35^2 

18 

19.9 

20'8 

20^9 

20^9 

12 

29 

6 

1614 

3.69 

(C)  HOTEL  &  MOTEL 

GROUP  COMPOSITE 

5738.0 

9 

295.7 

5.2 

4.1 

ft  1 

0. 1 

12.0 

NA 

AZTAR 

180.2 

33 

0.8 

-61 

0.4 

1.4 

NM 

-1.9 

NM 

3 

NA 

368 

-0.17 

BALLY  ENTERTAINMENT 

286.7** 

26 

9.1 

119 

3.2 

1.8 

NM 

30.7 

18 

-7 

NA 

1080 

1.26 

CIRCUS  CIRCUS  ENTERPRISES  (11) 

323.6 

16 

35.6 

16 

11.0 

11.1 

8.0 

10.9 

28 

37 

13 

3819 

1.33 

HARRAH'S  ENTERTAINMENT 

383.1 

7 

31.4 

9 

8.2 

8.1 

10.8 

13.9 

42 

21 

20 

3427 

0.80 

HILTON  HOTELS 

429.9** 

13 

36.6 

14 

8.5 

8.4 

9.9 

14.2 

28 

6 

9 

4975 

3.65 

in 

1388.0 

3 

20.0 

233 

1.4 

0.4 

5.7 

5,5 

45 

NA 

NA 

7149 

1.36 

MARRIOn  INTERNATIONAL 

2163.0 

7 

63.0 

21 

2.9 

2.6 

15.8 

24.5 

24 

NA 

17 

5930 

1.95 

MGM  GRAND 

209.3 

29 

34.5 

525 

16.5 

3.4 

NA 

12.1 

27 

17 

NA 

2043 

1.55 

MIRAGE  RESORTS 

374.2 

6 

64.6 

25 

17.3 

14.6 

13.0 

15.8 

27 

72 

12 

4718 

1.89 

(D)  OTHER  LEISURE 

GROUP  COMPOSITE 

9280.6 

6 

525.8 

-4 

5.7 

6.2 

13.8 

16.6 

22 

6 

18 

58760 

1.79 

AMERICAN  GREETINGS  (10) 

545.8 

9 

45.3 

5 

8.3 

8.7 

9.7 

9.6 

17 

15 

12 

1978 

1.54 

BRUNSWICK 

765.8 

-1 

45.4 

13 

5,9 

5.2 

10,6 

13.4 

16 

5 

17 

2252 

1.43 

CARNIVAL  (1) 

448.8 

7 

77.1 

14 

17,2 

16.1 

15.5 

19.6 

17 

18 

15 

8045 

1.63 

CMLGR0UP(5) 

222.5 

-20 

-14.4 

NM 

NM 

13.2 

NM 

-37.2 

NM 

53 

6 

184 

-1.05 

COLEMAN 

273.6** 

22 

15.0 

14 

5.5 

5.9 

NA 

13.9 

27 

35 

28 

1149 

1.58 

EASTMAN  KODAK 

3388.0 

8 

274.0 

5 

8.1 

8.4 

22.3 

24.7 

20 

-9 

42 

25898 

3.70 

FLEETWOOD  ENTERPRISES  (8) 

638.3 

-4 

17.3 

-5 

2.7 

2.8 

9.2 

12.5 

14 

8 

14 

1117 

1.72 

HARLEY-DAVIOSON 

371.1 

26 

33.0 

39 

8.9 

8.1 

18.2 

22.5 

27 

20 

22 

3257 

1.51 

HARMAN  INTERNATIONAL  INDUSTRIES  (6)  339.3 

9 

13.9 

22 

4.1 

3.7 

10.4 

15.8 

14 

27 

18 

662 

3.01 

HASBRO 

538.7 

2 

24.4 

12 

4.5 

4.1 

10.6 

10,4 

20 

12 

16 

3123 

1.80 

HUFFY 

186.5 

-7 

2.9 

-34 

1.6 

2.2 

NM 

-10.1 

NM 

2 

NA 

171 

-0.88 

MAHEL 

585.9 

8 

29.9 

11 

5.1 

5.0 

23.2 

28.1 

20 

33 

17 

7129 

1.29 

POLAROID 

461.1 

13 

-60.7 

NM 

NM 

NM 

NM 

-17.4 

NM 

20 

NA 

2055 

-2.76 

ROYAL  CARIBBEAN  CRUISES 

317.6 

16 

32.8 

-36 

10.3 

18,8 

9.8 

13.5 

13 

26 

26 

1689 

2.06 

TRANS  WORLD  ENTERTAINMENT  (11) 

197.7 

-4 

-10.1 

NM 

NM 

0.6 

NM 

-27.0 

NM 

14 

NA 

50 

-2.61 

15  MANUFACTURING 

INDUSTRY  COMPOSITE 

36470.8 

10 

2141.2 

19 

5.9 

5.5 

13.9 

18.3 

17 

6 

22 

132357 

2.19 

(A)  GENERAL  MANUFACTURING 

GROUP  COMPOSITE 

11118.4 

11 

573.2 

8 

5.2 

5.3 

11.1 

13.1 

25 

7 

15 

45281 

1.52 

AVERY  DENNISON 

796.6 

3 

40.0 

16 

5.0 

4.5 

14.9 

18.2 

20 

-2 

71 

2963 

2.81 

CARLISLE 

225,1 

20 

10.6 

24 

4.7 

4.6 

14.4 

16.9 

16 

7 

28 

722 

2.96 

CORNING 

1361.4** 

21 

71.8 

-10 

5.3 

7.1 

0.9 

-2.8 

NM 

3 

NA 

7752 

-0.27 

FEDERAL  SIGNAL 

210.8 

13 

11.9 

10 

5.6 

5.8 

20.3 

20.9 

21 

11 

14 

1121 

1.16 

FOAMEX  INTERNATIONAL 

318.2 

-4 

6.1 

21 

1.9 

1.5 

NA 

-51.0 

NM 

NA 

NA 

289 

-1.99 

HARSCOt 

366.7** 

-2 

31.1 

22 

8.5 

6.8 

14.6 

16.0 

17 

7 

6 

1700 

4.09 

HILLENBRAND  INDUSTRIES  (1) 

433.9 

9 

33.3 

21 

7.7 

6.9 

9.9 

12.8 

29 

12 

4 

2772 

1.36 

LLINOIS  TOOL  WORKS 

1136.9 

21 

98.8 

32 

8.7 

8.0 

16.3 

20.2 

19 

11 

14 

7951 

3.47 

JOHNSON  CONTROLS  (3) 

2440.4 

19 

36.4 

13 

1.5 

1.6 

12.8 

14,9 

15 

4 

17 

2936 

4.74 

M.ARK  IV  INDUSTRIES  (10) 

535.0 

10 

20.7 

18 

3.9 

3.6 

NA 

13.1 

14 

29 

9 

1323 

1.47 
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Best  Three  Things  To  look  for  In  a  Frequent  Traveler  Program: 

LOCATIONS,  LOCATIONS,  Locations. 


BEST  WESTERN 


toLDCRO\)w  Club* 


T    E    R    N    A    T    I  O 


Sign  up  for  Best 
Western 's  Gold  Crown 

Club  International 
on  your  next  stay  and 
get  a  complimentary 
lest  Western  Business 
Resource  Guide  filled 
with  great  business 
ips  and  valuable  offers. 


ATsT 

Your  True  Choice 


All  the  frequent  traveler  awards  in  the  world  aren't  worth  a  hill  of  beans  if 
it  takes  a  hundred  years  to  earn  them.  That's  why  Best  Western's  Gold  Crown 
Club  International  program  is  worth  checking  into.  With  Best  Westerns  in 
more  than  2.700  cities  in  63  countries,  there's  sure  to  be  one  just  about  anywhere 
you  do  business.  So  you  can  accrue  ponits  qiiickly  toward  all  kinds  of  valuable 
awards.  You'll  also  enjoy  the  fact  that  membership  is  free. 

And  you  can  count  on  AT&T  at  most  of  our  locations  for  unsurpassed  call 
clarity  and  fast,  dependable  long  distance  connections  every  time  you  dial. 
Wherever  and  whenever  you  travel,  connecting  to  people  back  home  is  easy 
with  the  AT&T  TrueChoiee  "  Calling  Card.  Best  of  all,  if  you're  enrolled  in  an 
AT&T  savings  program,  you'll  receive  the  same  benefits  you  get  when  making 
your  calls  from  home. 

For  reservations  call  1-800-528-1234  or  your  travel  agent.  And  we're  on 
the   Ti'avelWeb   at:  http://www.bestwestern.com/best.html. 
Because  with  3,500  locations  worldwide,  the  mark  of  a  good 
frecfuent  traveler  program  is  the  Best  Western  sign  itself. 
Call  1 -BOO-BEST  GUEST  to  enroll  today. 

YOUR  BEST  BET  Is  A  BEST  WESTERN.  1-800-528-1234 


America  West  Airlines 

Save  up  to  $50  on  your  next 
America  West  flight  or 
upgrade  to  first  class  for 
the  price  of  coach. 

TOSHIBA 

Get  a  $50  rebate  on 
any  Toshiba  Satellite  Pro'" 
Notebook  computer 

kinko's 

The  new  way  to  office; 

Save  10%  on  products 
and  services. 


AVIS 


harder. 

Get  a  third  weekend  day  free 
with  coupon.  Earn  100  Gold 
Crown  Club  bonus  points 
with  each  qualifying  rental. 


■1996  Besl  Western  International,  Inc 


Best  Western  hotels  are  independently  owned  and  operated  See  Business  Resource  Guide  coupons  lor  complete  details  Available  at 


participating  hotels  while  supplies  last 
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COMPANY 

SALES 

PROFITS 

RETURN 

ivlHr(r\L  1 

VALUE 

MARGINS 

5-YEAR  GROWTH 

12 

1ST 

CHANGE 

1ST 

CHANGE 

1ST 

1ST 

ON 

ON 

EARNINGS 

SHARES 

MONTHS' 

QUARTER 

FROM 

QUARTER 

FROM 

UUHn 1 Ln 

Al  IflPTFR 

INVESTED 

COMMON 

UUIVIIVIUIN 

PER 

OUTSTANDING 

EARNINGS 

1996 

1995 

1996 

1995 

1996 

1995 

CAPITAL 

EQUITY 

P-E 

EQUITY 

SHARE 

4-19 

PER 

$MIL 

% 

SMIL 

% 

% 

% 

% 

4-19 

% 

% 

SMIL. 

SHARE 

Mruuri  1 

nLWtLL 

1  1 
1 1 

-0 

5.4 

6.5 

12.0 

16.9 

19 

21 

11 

4184 

1.39 

rMKIVLK  nHririlriri  \0) 

D 

C^O  1 

oy.  I 

c 
D 

7.4 

7.5 

15.8 

18.3 

12 

4 

9 

2985 

3.28 

POLARIS  INDUSTRIES 

278.0 

9 

13.3 

3 

4.8 

5.1 

51.6 

51.6 

16 

NA 

19 

963 

2.21 

RUBBERMAID 

533.3 

-5 

41.7 

-23 

7.8 

9.6 

5.4 

4.2 

92 

10 

-9 

4452 

o'si  ' 

SEALED  AIR 

185.9 

7 

15.9 

37 

8.5 

6.7 

24.7 

53.6 

25 

NA 

30 

1443 

1.34  ! 

TELEFLEX 

234.4 

3 

14.9 

20 

6.3 

5.4 

11.0 

14.5 

15 

14 

10 

769 

2.88  1 

TRINOVA 

512.1 

3 

24.4 

8 

4.8 

4.5 

15.9 

23.8 

10 

-8 

20 

955 

3.26  , 

(B)  MACHINE  &  HAND  TOOLS 

GROUP  COMPOSITE 

3734.5 

8 

102.1 

-26 

2.7 

4.0 

9.2 

14.3 

20 

6 

12 

13118 

1.99 

BUCK  &  DECKER 
BLOUNT  INTERNATIONAL  (10) 
CINCINNATI  MILACRON 
DANAHER 


1065.0 
175.0 
353.4 
409.6 


4 
19 

7 
22 


-32.4 
12.4 
12.6 
26.9 


MM 
37 
-3 
26 


NM 
7.1 
3.5 
6.6 


1.9 
6.2 
3.9 
6.4 


NM 
17.0 
21.2 
13.5 

2.3 
11.5 
14.1 

6.9 


12.0 
22.2 
39.7 
18.9 


23  6 

NA  4 

8  3 

21  14 


21 
44 
NA 
36 


3426 
593 
878 

2311 


1.73 
NA 
3.02 
1.85 


GIDDINGS  &  LEWIS 
NACCO  INDUSTRIES 
SNAP-ON 
STANLEY  WORKS 


192.4 
559.5 
344.4* 
635.3 


24 
11 
11 

-1 


10.4 
12.9 
29.7 
29.6 


47 
1 

12 
3 


5.4 
2.3 
8.5 
4.7 


4.6 
2.5 
8.6 
4.5 


2.0 
17.7 
15.1 

8.2 


65  30 

8  -1 

17  4 

47  1 


-16 
16 
5 
-7 


628 
546 
1940 
2796 


0.28 
7.32 
2.87 
1.35 


(C)  SPECIAL  MACHINERY 

GROUP  COMPOSITE 


18430.1 


12  1258.9 


21 


6.8 


6.3 


17.3 


23.0  14 


32 


67804  2.98 


APPLIED  MATERIALS  (2) 
BRIGGS  &  STRAHON  (6) 
CASE 

CATERPILLAR 


1040.6 
460.2 
1105.0 
3844.0 


106 
2 
-3 
'2 


171.6 
45.2 
75.0 

296.0 


161 

-4 
7 
-1 


16.5 
9.8 
6.8 
7.7 


13.0 
10.5 
6.1 
7,7 


27.6 
16.2 
19.4 
19.1 


28.8 
17.6 
22.6 
31.1 


12  43 

17  11 

11  NA 

11  -6 


68 
29 
NA 
42 

1 

22 
15 
6 


6684 
1291 
3599 
12604 


3.10 
2.70 
4.77 
5.75 


COLTEC  INDUSTRIES 
DEERE (2) 
DOVER 

DRESSER  INDUSTRIES  (2) 


359.4 
2317.5* 

999.5 
1462.9 


1 
11 
17 
13 


7.8 
166.2 
77.7 
46.6 


-67 
20 
30 
21 


2.2 
7.2 
7.8 
3.2 


6.6 
6.6 
7.0 
3.0 


22.5 
18.2 
21.1 
12,0 


NM 
22.7 
24.1 
13.8 


17 
15 
19 
25 


NA 

-1 


927 
10700 
5584 
5607 


0.79 
2.81 
2.61 
1.22 


FMC 

HARNISCHFEGER  INDUSTRIES  (2) 

INGERSOLL-RAND 

LAM  RESEARCH  (6) 


1112.1 
643.6 
1604.9 
__346.6_ 

366.3 
301.3 
596.0 
1257.6 
612,6 


10 
40 
35 
58 

10 
5 
5 

11 

-2 


55.2 
23.2 
74.5 
38.6 


5 

626 
61 
56 


5.0 
3.6 
4.6 
11.2 


5.2 
0.7 
3.9 
11.3 


20.3 
11.7 
11.6 
24.9 


33.4 
19.2 
16.6 

26.5 


12 
17 
14 


27 
-3 
2 
46 


-1 
-10 
9 
77 


2539 
1916 
4275 
1028 


5.77 
2.42 
2.81 
4.70 


PENTAIR 

STEWART  &  STEVENSON  SERVICES  (11) 
TIMKEN 

TYCO  INTERNATIONAL  (6) 

VARITY  (11) 


16.5 
13.9 
33.6 
79.5 
37.8 


19 

-25 
-2 
22 
2 


4.5 
4.6 
5.6 
6.3 
6.2 


4.2 
6.4 
6.0 
5.7 
5.9 


9.8 
10.3 
12.3 
14.4 
14.4 


12.7 
13.1 
13,2 
16.5 
15.2 


18 
15 
12 
21 
14 


13 
23 
-7 
13 
10 


10 
17 
28 
5 

-12 


1042 
954 
1344 
5956 
1755 


1.54 
1.87 
3.57 
1.88 
2.99 


(D)  TEXTILES 


GROUP  COMPOSITE 

3187.9 

1 

207.0 

114 

6.5 

3.1 

9.0 

15.4 

13 

17 

10 

6154 

1.16 

COLLINS  &AIKMAN  (11) 

326.1 

-2 

168.1 

534 

51.5 

8.0 

NM 

NM 

2 

NA 

NA 

484 

3.23 

CONE  MILLS 

199.3 

-12 

7.2 

98 

3.6 

1.6 

0.1 

-1.4 

NM 

46 

NA 

315 

-0.09 

FIELDCREST  CANNON 

250.0 

-3 

-0.7 

NM 

NM 

1.4 

NM 

-11.4 

NM 

-3 

NA 

198 

-2.74 

GUILFORD  MILLS  (3) 

207.1 

3 

5.9 

-37 

2.8 

4.6 

8.0 

10.1 

12 

9 

19 

325 

1.91 

INTERFACE 

205.0 

7 

3.7 

-8 

1.8 

2.1 

NA 

7.7 

12 

4 

-12 

218 

1.00 

MOHAWK  INDUSTRIES 

383.7 

1 

5.3 

24 

1.4 

1.1 

4.4 

2.6 

61 

146 

25 

442 

0.22 

SHAW  INDUSTRIES 

657.7 

-3 

-15.6 

NM 

NM 

0.7 

5.0 

6.2 

36 

32 

10 

1614 

0.33 

SPRINGS  INDUSTRIES 

583.5 

21 

12,3 

25 

2,1 

2,0 

8.7 

10.0 

12 

4 

23 

906 

3.76 

UNIFI  (5) 

375,5 

-7 

20,7 

-33 

5,5 

7,7 

11.4 

15.0 

20 

39 

15 

1652 

1.28 

16  METALS  &  MINING 

INDUSTRY  COMPOSITE 

20501.7 

-2 

755.4 

-37 

3.7 

6.7 

10.5 

14.3 

13 

3 

104 

57324 

2.58 

(A)  ALUMINUM 

GROUP  COMPOSITE 

6757.5 

5 

306.3 

-21 

4.5 

6.0 

12.4 

17.7 

13 

-2 

NA 

17845 

3.86 

ALUMAX 

802.6 

15 

95.4 

-14 

11,9 

15.8 

11.6 

15.3 

7 

5 

NA 

1567 

4.70 

ALUMINUM  CO.  OF  AMERICA 

3149.6 

5 

178.2 

-8 

5.7 

6.4 

14.4 

17.5 

15 

-4 

28 

11196 

4.36 

KAISER  ALUMINUM 

531.1 

4 

9.9 

183 

1.9 

0.7 

NA 

115.7 

18 

-60 

NA 

1075 

0.83 

MAXXAM 

612.2 

5 

5.8 

NM 

0.9 

NM 

12.7 

NM 

7 

NA 

NA 

436 

6.80 

REYNOLDS  METALS 

1662.0 

1 

17.0 

-79 

1.0 

5.0 

9.5 

13.9 

13 

-9 

-4 

3571 

4.34 

(B)  STEEL 

GROUP  COMPOSITE 

10332.4 

-5 

117.3 

-58 

1.1 

5.4 

8.1 

10.5 

13 

6 

NA 

21985 

1.98 

AK  STEEL  HOLDING 

558.9 

-8 

37.0 

-46 

6.5 

11.2 

26.9 

33,1 

5 

NA 

NA 

1030 

8.43 

ALLEGHENY  LUDLUM 

353.1 

-11 

19.1 

-34 

5.4 

7.3 

19.1 

28.8 

13 

2 

0 

1292 

1.54 

BETHLEHEM  STEEL 

1118.5 

-10 

0.1 

NM 

0.0 

4,2 

10.0 

6.9 

18 

7 

NA 

1550 

0.78 

BIRMINGHAM  STEEL  (6) 

197.1 

-17 

-14.4 

NM 

NM 

5.6 

1.6 

1.6 

62 

30 

90 

457 

0.26 

CARPENTER  TECHNOLOGY  (6) 

233.3 

10 

14.7 

-4 

6.3 

7.3 

12.4 

19.7 

12 

-6 

6 

647 

3.32 

COMMERCIAL  METALS  (4) 

518.2** 

-3 

10.0 

-3 

1.9 

1.9 

10.9 

13.6 

11 

8 

14 

453 

2.75 

INLAND  STEEL  INDUSTRIES 

1180.9 

-6 

17.2 

-61 

1.5 

3.5 

10.5 

13.5 

12 

-11 

NA 

1231 

2.19 

J&L  SPECIALTY  STEEL 

184.9 

-23 

10.7 

-41 

5.8 

7.4 

15.4 

19.9 

8 

20 

380 

643 

2.00 

LTV 

993.1 

-8 

13.3 

-74 

1.3 

4.7 

10.1 

11.2 

10 

NA 

NA 

1477 

1.43 

LUKENS 

264.2 

2 

-4.4 

NM 

NM 

3.5 

NA 

6.8 

21 

6 

-21 

385 

1.25 

NATIONAL  STEEL 

682.1 

-9 

-15.6 

NM 

NM 

5,9 

NM 

6.6 

18 

-4 

NA 

606 

0.80 

NUCOR 

876.1 

4 

52.6 

-22 

6.0 

8.0 

14,8 

18,8 

21 

16 

35 

5442 

2.97 

OREGON  STEEL  MILLS 

205.5 

10 

6.5 

241 

3.2 

1.0 

4.0 

6.3 

17 

11 

-23 

282 

0,86 

aUANEX  (2) 

188.8 

-6 

4.0 

-13 

2.1 

2.3 

11.7 

18.0 

9 

2 

-1 

291 

2.27 

ROUGE  STEEL 

320.2 

0 

6.7 

-74 

2.1 

8.1 

18.3 

18.8 

7 

NA 

NA 

497 

3.48 
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1ST 
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1ST 

CHANGE 

1ST 

1ST 

ON 

ON 
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SHARES 

MONTHS' 

QUARTER 

FROM 

QUARTER 

FROM 

QUARTER 

QUARTER 

INVESTED 

COMMON 

COMMON 

PER 

OUTSTANDING 

EARNINGS 

1996 

1995 

1996 

1995 

1996 

1995 

CAPITAL 

EQUITY 

P-E 

EQUITY 

SHARE 

4-19 

PER 

$  MIL. 

% 

$  MIL 

% 

% 

% 

% 

% 

4-19 

% 

$  MIL, 

SHARE 

TAN  WHEEL  INTERNATIONAL 

177.3 

12 

11.0 

18 

6.2 

5.9 

NA 

19.3 

9 

NA 

NA 

384 

1.87 

3A~-U.  o.  oILtL  unUUr 

i  Dy  1  .u 

1 
1 

4D.U 

-38 

2.9 

4.7 

15.1 

18.8 

1 1 

NA 

NA 

2844 

3.13 

ALTER  INDUSTRIES  (7) 

329.1 

NA 

-1 18.2 

NA 

NM 

NA 

NM 

NM 

NA 

NA 

NA 

682 

NA 

ORTHINGTON  INDUSTRIES  (7) 

360.2 

-3 

20.9 

-27 

5  8 

13.4 

16.4 

17 

1  9 

1  o 

1794 

1.14 

>)  CTHER  METALS 

ROUP  COMPOSITE 

3411.8 

-6 

331.7 

-22 

9.7 

11.7 

11.3 

16.4 

14 

8 

-3 

17495 

2.68 

3ARC0 

718.0 

-9 

35.7 

-46 

5.0 

8.3 

9.7 

8.1 

11 

2 

4 

1479 

3.29 

^PRUS  AMAX  MINERALS 

684.0 

-15 

62.0 

-36 

9.1 

12.0 

NM 

3.0 

37 

22 

-3 

2580 

0.76 

lEEPORT-McMORAN 

256.8 

1 

21.2 

843 

8.3 

0.9 

NM 

51,8 

15 

-24 

-31 

1024 

2.51 

lEEPORT-McMORAN  COPPER  &  GOLD 

388.4 

-5 

36.1 

-37 

9.3 

14.0 

11.5 

57,8 

36 

14 

1 

6367 

0  88 

UELLER  INDUSTRIES 

180.5 

5 

13.3 

32 

7.4 

5.9 

14.6 

16,8 

14 

10 

42 

627 

2.50 

HELPS  DODGE 

1004.7 

-3 

153.1 

-17 

15.2 

17.9 

20.7 

26.7 

7 

8 

5 

4877 

10.30 

OLVERINE  TUBE 

179.4 

0 

10.3 

12 

5.7 

5.1 

NA 

21.1 

17 

44 

166 

540 

2.34 

7  NONBANK  FINANCIAL 

IDUSTRY  COMPOSITE 

76046.1 

11 

7051.6 

33 

9.3 

7.8 

1 1.4 

15.1 

13 

15 

15 

313497 

3.49 

i}  FINANCIAL  SERVICES 

ROUP  COMPOSITE 

42612.1 

1  A 

Afro  1 

41 

10.0 

8.2 

12.3 

18.2 

13 

17 

21 

174482 

3.29 

IVANTA 

187.7'* 

38 

41.0 

33 

21.8 

22.7 

NA 

23.1 

16 

54 

54 

2209 

3.37 

.EX.  BROWN 

270.8" 

79 

40.7 

148 

15.0 

10.8 

21.4 

24.5 

7 

22 

49 

779 

7.54 

EXANDER  &  ALEXANDER  SERVICES 

314.3 

-3 

13.1 

-69 

4.2 

12.9 

14.2 

8.8 

25 

-2 

-3 

863 

0.79 

LEGHANY 

468.1 

18 

16.8 

NM 

3.6 

0.2 

7.4 

7.7 

14 

14 

15 

1382 

14.03 

l/IERICAN  EXPRESS 

3882,0** 

3 

396.0 

12 

10.2 

9.4 

19.7 

19.9 

14 

3 

35 

22464 

3.21 

■&T  CAPITAL 

439.3 

2 1 

37.0 

48 

8.4 

5.9 

6.1 

12.1 

13 

14 

20 

1802 

2.95 

:AR  STEARNS  (6) 

1296.0 

26 

128.9 

56 

9.9 

8.1 

26.5 

19.3 

8 

17 

22 

2835 

3.02 

OCK  (H&R)  (8) 

305.1 

17 

-5.5 

NM 

NM 

3.1 

18.4 

18.4 

41 

7 

0 

3838 

0.90 

VPITAL  ONE  FINANCIAL 

304.3 

39 

38.0 

51 

12.5 

11.5 

43.2 

22.1 

13 

NA 

NA 

1804 

2.10 

)UNTRYWIDE  CREDIT  INDUSTRIES  (10)    308. 1 

33 

57.6 

197 

18.7 

8.4 

4.5 

14.8 

1 1 

59 

35 

2185 

1.95 

:AN  witter,  DISCOVER 

1547.5** 

13 

245.8 

1 1 

1 5.9 

16.2 

NA 

18  6 

1 1 

NA 

NA 

Q 1  1 
^  I  i  D 

R  n9 

)NALDSON,  LUFKIN  &  JENREHE 

775.9 

33 

65.1 

74 

8.4 

6.4 

NA 

NA 

N  A 

NA 

NA 

1 799 

NA 

IWARDS  (A.G.)  (10) 

405.2 

39 

48.9 

52 

12.1 

11.0 

NA 

16.4 

9 

23 

18 

1492 

2.65 

lUIFAX 

423.0 

10 

36.8 

25 

8.7 

7.7 

25.2 

43.9 

24 

-1 

22 

3626 

1.04 

NNiE  MAE 

6054.8** 

15 

574.9 

20 

11.1 

10.7 

NA 

19  9 

1 5 

26 

19 

33529 

9  C\f\ 

DERAL  HOME  LOAN  MORTGAGE 

2732.0 

28 

301 .0 

j7 

110 

12  1 

4  6 

18  3 

1  A 

9^ 

C.\J 

1     1  ft 

i  OU  i  o 

o.yo 

NOVA  GROUP 

215.2 

21 

27.1 

21 

12.6 

12.6 

9.2 

12.1 

15 

16 

20 

1494 

3.68 

RST  AMERICAN  FINANCIAL 

347.4** 

33 

8.6 

NM 

2.5 

NM 

NA 

9.9 

10 

18 

43 

284 

2.53 

3USEH0LD  INTERNATIONAL 

1175  2 

-6 

1 10.5 

15 

9.4 

7  7 

NA 

16  5 

1 5 

1  R 

i  -J 

1 4 

DDo  i 

HMAN  BROTHERS  HOLDINGS  (1) 

82L0** 

16 

104.0 

131 

12.7 

6.4 

52.0 

8.7 

\  1 

NA 

NA 

2627 

9  9'^ 

ARSH  &  Mclennan 

1070.7 

12 

143.1 

15 

13.4 

13.1 

20.3 

25.3 

16 

10 

6 

6659 

5.78 

ERRILL  LYNCH 

6019.0** 

15 

409.0 

80 

5.8 

4.4 

7.1 

23.1 

9 

1 1 

38 

10262 

6.39 

ORGAN  STANLEY  GROUP  (1) 

3308.0 

NA 

273.0 

NA 

8.3 

NA 

37  1 

17  4 

10 

18 

Q 

7A99 

UNEWEBBER  GROUP 

1430.0** 

15 

100.5 

193 

7.0 

2  8 

42  9 

8  1 

— O  / 

1  OA 

lYMOND  JAMES  FINANCIAL  (3) 

178.7** 

42 

15.3 

52 

8.6 

8.0 

35.4 

20.1 

8 

23 

19 

460 

2.69 

kLLIE  MAE 

893.3 

-8 

107.7 

21 

12.1 

9.2 

8.6 

47.4 

13 

3 

13 

4381 

5.05 

aOMON 

2468.0** 

19 

276  0 

24 1 

1  1  9 

7 

7 
1 

M  fi 
INM 

9Q  1 

5.49 

;HWAB  (CHARLES) 

446.8** 

99 

C.C. 

iU.O 

1  9  Q 

9*3  9 

9Q  C 

99 

33 

54 

3937 

1.01 

tAVELERS  GROUP 

4514.6 

5 

520.2 

53 

11.5 

7.9 

14.7 

16.1 

11 

33 

23 

19331 

5.40 

1)  INSURANCE 

ROUP  COMPOSITE 

31122.5 

7 

2545.1 

9 

8.2 

8.1 

9.9 

12.3 

13 

14 

10 

129832 

3.83 

:TNA  life  &  CASUALTY 

3310.4 

4 

165.5 

79 

5.0 

2.9 

5.6 

6.6 

15 

-2 

-5 

8031 

4.77 

LAC 

1729.9 

1 

86.5 

2 

5.0 

5.0 

15.1 

16.4 

13 

23 

25 

4330 

237 

LSTATE 

5903.0 

6 

424.0 

-22 

7.2 

9.7 

13.2 

14.1 

10 

16 

NA 

18627 

3.97 

^ERICAN  GENERAL 

1711.0** 

13 

169.0 

-3 

9.9 

11.5 

7.5 

9.3 

14 

3 

1 

7164 

2.60 

tllERICAN  INTERNATIONAL  GROUP 

6074.2 

10 

671.2 

17 

11.1 

10.3 

10.2 

13.2 

17 

14 

12 

43803 

5.52 

l/IERICAN  NATIONAL  INSURANCE 

375.1 

8 

42.7 

-6 

11.4 

13.0 

NA 

NA 

9 

6 

19 

1781 

7.69 

INKERS  LIFE  HOLDING 

385.3 

3 

40.0 

49 

10.4 

7.2 

12.9 

14.5 

7 

NA 

NA 

1062 

2.76 

)MMERCE  GROUP 

173.8 

6 

14.6 

-34 

8.4 

13.5 

19.9 

18.7 

7 

NA 

NA 

709 

2.74 

)NSECOt 

691.8 

6 

63.7 

161 

9.2 

3,7 

15.4 

33.1 

7 

NA 

39 

1524 

5.50 

\RLEYSVILLE  GROUP 

172.2 

28 

0.9 

-90 

0.5 

6.4 

9.3 

10,0 

11 

NA 

NA 

384 

2.47 

IRACE  MANN  EDUCATORS 

186.6 

3 

15.5 

-9 

8.3 

9,4 

14.3 

15,4 

9 

35 

59 

681 

3.07 

NCOLN  NATIONAL 

1640.5** 

11 

140.0 

4 

8.5 

9.1 

10.3 

10,9 

11 

12 

15 

5105 

4.67 

GIC  INVESTMENT 

175.5 

24 

58.5 

29 

33.3 

32.0 

NA 

21,8 

15 

22 

25 

3253 

3.71 

110  CASUALTY 

361.2 

-2 

2.8 

-80 

0.8 

3.9 

7.4 

7,5 

15 

9 

2 

1248 

2.35 

*UL  REVERE 

383.6 

7 

19.9 

15 

5.2 

4.8 

NA 

6,3 

13 

NA 

NA 

1091 

1.94 

«OGRESSIVE 

799.0** 

15 

63.3 

4 

7.9 

8.7 

13.7 

17,6 

13 

33 

40 

3163 

3.28 

«OTECTIVE  LIFE 

249.7 

13 

21.1 

11 

8.4 

8,6 

NA 

16,5 

12 

8 

26 

964 

2.72 

iOVIDIAN 

880.5 

10 

102.6 

47 

11.7 

8,7 

10.9 

12,8 

11 

14 

13 

4246 

3.97 

\FECO 

983.0** 

4 

110.7 

70 

11.3 

6,9 

10.4 

11,2 

9 

13 

8 

4126 

3.53 

JNAMERICA  (3) 

344.4** 

35 

68.2 

44 

19.8 

18,5 

11.7 

20.6 

14 

21 

35 

2632 

3.40 

G  HOLDINGS 

555.0** 

15 

-31.0 

NM 

NM 

3,7 

NA 

5.2 

28 

NA 

NA 

1817 

1,08 

tANSAMERICA 

1533.2 

8 

115.3 

20 

7.5 

6,8 

6.6 

11.8 

11 

4 

27 

5159 

6,88 

)TH  CENTURY  INDUSTRIES 

251.3** 

-7 

25.6 

NM 

10.2 

NM 

NA 

37.2 

12 

-9 

NA 

811 

1,33 

l4!TRINt 

380.6 

12 

25.4 

-19 

6.7 

9.2 

9.5 

9.5 

13 

-3 

6 

1799 

3,67 

1002.6 

5 

72.1 

14 

7.2 

6.6 

10.1 

12.6 

15 

13 

2 

4453 

3,99 

SF&G 

867.0 

5 

57.0 

16 

6.6 

6.0 

NM 

10.8 

9 

11 

NA 

1869 

1,67 

1 


BUSINESS  WEEK  /  MAY  13,  1996  135 


CORPORATE  SCOREBOARD 


COMPANY 

SALES 

PROFITS 

RETURN 

IVlMnftt  1 
VALUE 

MARGINS 

S-YEAR  GROWTH 

12 

1ST 

CHANGE 

1ST 

CHANGE 

1ST 

1ST 

ON 

ON 

EARNINGS 

SHARES 

MONTHS 

FROM 

ntlfiRTFR 

FROM 

QUARTER 

QUARTER 

IMWCCTCn 
lllV  CO  1  cu 

COMMON 

PER 

1996 

1995 

1996 

1995 

1996 

1995 

CAPITAL 

EQUITY 

P-E 

EQUITY 

SHARE 

4-19 

PER 

$Mil 

% 

$MIL 

% 

% 

% 

% 

4-19 

% 

% 

$MIL, 

SHARE 

(C)  SAVINGS  &  LOAN 

r;Rniip  rr)MPn<?iTF 

2311.6 

3 

228.3 

NM 

9.9 

NM 

NM 

13.2 

10 

7 

-4 

9183 

AHMANSON  (H.F.) 

955.4 

3 

64.8 

NM 

6.8 

NM 

NA 

13.6 

7 

8 

-5 

2746 

3.30 

CAL  FED  BANCORP 

272.7 

5 

29.6 

101 

10.9 

5.7 

NA  . 

13.3 

11 

-14 

NA 

886 

1.56 

GOLDEN  WEST  FINANCIAL 

655,9 

17 

75.5 

48 

11.5 

9.0 

6.6 

11.4 

12 

13 

5 

3069 

4.41 

STANDARD  FEDERAL  BANCORPORATION 

253,9 

12 

32.2 

11 

12.7 

12.8 

NA 

13.1 

11 

15 

22 

1255 

3.80 

TCF  FINANCIAL 

173,7 

1 

26.3 

NM 

15.1 

NM 

NA 

18.4 

12 

16 

26 

1227 

2.78 

18  OFFICE  EQUIPMENT  &  COMPUTERS 


J'li94!^L''_^A°^A°?i''"A  75??li?  _ .11  _ JAA^i9. _ _ r}?  5A  1-9  l^.? ..31  °  }?_ _ }-^° 

(A)  BUSINESS  (MACHINES  &  SERVICES 


GROUP  COMPOSITE 

6093.5 

16 

241.8 

13 

4.0 

4.1 

12.8 

15.7 

21 

7 

6 

18951 

1.55 

BELL  &  HOWELL 

201.1 

8 

1 .9 

NM 

0.9 

NM 

21.7 

NM 

27 

NA 

NA 

584 

1.18 

COMPUCOM  SYSTEMS 

413.3 

28 

5.8 

50 

1.4 

1.2 

NA 

23,1 

19 

27 

44 

427 

0.52 

DELUXE 

488.1 

5 

18.9 

^5 

3.9 

7.4 

9.5 

10,2 

32 

3 

-11 

2553 

0.97 

DIEBOLD 

215.9 

10 

18.0 

19 

8.4 

7.7 

15.2 

15,5 

22 

6 

22 

1735 

1.72 

HON  INDUSTRIES 

233.5 

8 

15.8 

34 

7.2 

5.8 

i  / .  / 

21,0 

1 7 

10 

6 

767 

1 .49 

INTELLIGENT  ELECTRONICS  (1 1) 

934.8 

14 

-4.9 

NM 

NM 

NM 

NM 

-10,9 

NM 

17 

-12 

237 

-0.59 

MICROAGE  (2) 

780.3 

15 

1.5 

-45 

0.2 

0.4 

NM 

-0,6 

NM 

50 

-38 

144 

-0.07 

MILLER  (HERMAN)  (7) 

312.9 

20 

11.9 

179 

3.8 

1.6 

7.1 

6,3 

39 

-2 

-22 

766 

0.78 

PITNEY  BOWES 

906.3 

8 

106.5 

1 1 

1 1 .8 

11.4 

14.4 

20,2 

18 

4 

13 

7235 

2.75 

REYNOLDS  &  REYNOLDS  (3) 

257.0 

12 

23.0 

19 

8.9 

8.5 

17.1 

24.9 

22 

7 

31 

1772 

1.99 

STANDARD  REGISTER 

229.7 

12 

13,6 

26 

5.9 

5.3 

1 1.4 

12,3 

15 

6 

15 

737 

1.76 

TECH  DATA  (11) 

901.0 

37 

9,2 

59 

1.0 

0.9 

11.4 

7,8 

32 

45 

48 

577 

0.56 

WALLACE  COMPUTER  SERVICES  (5) 

219.5 

25 

19,6 

46 

8.9 

7.5 

12.5 

13,7 

20 

10 

7 

1315 

2.94 

(B)  COMPUTERS  &  PERIPHERALS 

GROUP  COMPOSITE 

52400.0 

14 

1723.4 

-43 

3.3 

6.5 

11.3 

14.9 

21 

-5 

18 

188402 

2.70 

APPLE  COMPUTER  (3) 

2185.0 

-18 

-740,0 

NM 

NM 

2,8 

-21.8 

-31,4 

NM 

13 

-6 

3086 

-5.23 

COMPAQ  COMPUTER 

4205.0 

42 

234.0 

8 

5.6 

7.3 

15.2 

16,6 

14 

21 

29 

1 1 184 

2.94 

DATA  GENERAL  (3) 

335.2 

18 

6.3 

NM 

1.9 

NM 

NM 

-15,7 

NM 

-9 

NA 

644 

-1.34 

DELL  COMPUTER  (11) 

1539.0 

49 

70.0 

16 

4.5 

5,8 

25.1 

29,1 

15 

54 

72 

3836 

2.67 

DIGITAL  EQUIPMENT  (6) 

3621.0 

4 

124.1 

58 

3.4 

2,1 

1 1.8 

11,7 

19 

-18 

NA 

8327 

2.92 

EMC 

521.5 

15 

84.5 

-1 

15.2 

19.1 

NA 

32,3 

14 

51 

122 

4253 

1.36 

GATEWAY  2000 

1142.2 

47 

50.5 

31 

4.4 

5.0 

NA 

33,3 

15 

NA 

NA 

2541 

2,35 

HEWLEH-PACKARD  (2) 

9288.0 

27 

790.0 

31 

8.5 

8.2 

20.8 

2-1,4 

20 

13 

25 

50802 

4,98 

INTERNATIONAL  BUSINESS  MACHINES 

16559.0 

774.0 

-40 

4.7 

8.2 

1 1.8 

16.4 

15 

-14 

NA 

57722 

5.52 

IOMEGA 

222.0 

453 

10.1 

NM 

4.6 

0.7 

15.9 

27.3 

NM 

_1 

-9 

2184 

0,32 

MICRON  ELECTRONICS  (4) 

456.6 

140 

-12.5 

NM 

NM 

8.9 

22.3 

22.3 

23 

38 

NA 

927 

0.44 

SEAGATE  TECHNOLOGY  (6) 

2093.3 

12 

-157.5 

NM 

NM 

4.4 

7.1 

9.2 

21 

19 

25 

4213 

2.75 

SILICON  GRAPHICS  (6) 

676.9 

1 7 

53.0 

-22 

7.8 

1 1.8 

13.3 

15.2 

21 

43 

27 

4139 

1.23 

STORAGE  TECHNOLOGY 

453.5 

I 

25.6 

NM 

5.5 

NM 

NM 

-12. 1 

NM 

1 1 

NA 

1299 

-2.42 

SUN  MICROSYSTEMS  (6) 

1840.0 

22 

143.3 

33 

7.8 

7.1 

25.0 

25.0 

20 

15 

17 

8890 

2.43 

TANDEM  COMPUTERS  (3) 

575.2 

12 

-49.6 

NM 

NM 

4.2 

0.3 

0.3 

NM 

-5 

11 

1189 

0.02 

3COM  (7) 

606.0 

42 

74.5 

54 

12.3 

1 1.4 

NA 

21.7 

34 

15 

47 

5583 

1.16 

UNISYS 

1423.1 

_3 

-13.4 

NM 

NM 

2.2 

NM 

NM 

NM 

-16 

NA 

1071 

-4.61 

WESTERN  DIGITAL  (6) 

728.4 

38 

19.4 

_l 

2.7 

3.7 

19.3 

20.0 

10 

10 

NA 

880 

1.87 

XEROX 

3928.0 

4 

237.0 

27 

6.0 

5.0 

14.2 

31.0 

13 

-5 

15 

14532 

10.63 

(C)  COMPUTER  SOFTWARE  &  SERVICES 

GROUP  COMPOSITE 

15888.3 

27 

1715.8 

35 

10.8 

10.2 

16.2 

21.8 

37 

25 

25 

203418 

1.32 

ADOBE  SYSTEMS  (1) 

193.5 

3 

33.7 

-7 

17.4 

19.1 

12.4 

12.4 

29 

42 

-14 

2549 

1.20 

AMERICAN  MANAGEMENT  SYSTEMS 

181.4 

34 

5.5 

35 

3.6 

3.6 

16.1 

17.6 

35 

25 

19 

1066 

0.75 

AUTOMATIC  DATA  PROCESSING  (6) 

1031.9** 

29 

143.9 

15 

13.9 

15.7 

17.3 

19,6 

25 

14 

14 

11001 

1.53 

BAY  NETWORKS  (6) 

521.7 

48 

29.2 

-25 

5.6 

11,0 

NA 

19.7 

28 

150 

120 

5694 

1.10 

CABLETRON  SYSTEMS  (10) 

295.2 

31 

7.5 

-84 

2.5 

20.1 

21.1 

21.1 

30 

51 

45 

4875 

2.29 

CERIDIAN 

359.0 

13 

47.4 

34 

12.8 

10.9 

40.0 

71.2 

33 

-23 

NA 

3128 

1.42 

CISCO  SYSTEMS  (5) 

825.5 

82 

196.4 

267 

23.8 

11.8 

34.2 

35.0 

43 

84 

90 

26917 

1.11 

COMDISCO  (3) 

581.0** 

-2 

28.0 

8 

4.8 

4.4 

10.3 

14.6 

10 

2 

3 

1122 

2.30 

COMPUSA  (6) 

1000.1 

29 

22.1 

82 

2.2 

1.5 

14.8 

17.1 

50 

23 

NA 

1256 

1.19 

DIAMOND  MULTIMEDIA  SYSTEMS 

187.5 

134 

11.2 

82 

5.0 

7.5 

-16,0 

-16.4 

NM 

NA 

NA 

508 

-1.24 

ELECTRONIC  DATA  SYSTEMS 

3356.9 

21 

218.8 

11 

5.5 

7.1 

13,7 

19,3 

28 

18 

13 

26483 

1.99 

FIRST  DATA 

1129.7 

25 

105.8 

26 

9.4 

9.3 

0,5 

NA 

NM 

44 

NA 

15631 

-0,32 

FISERV 

194.7 

24 

14.7 

30 

7.5 

7.2 

NM 

-13,0 

NM 

33 

NA 

1302 

-1,21 

GTECH  HOLDINGS  (10) 

192.5 

4 

15.8 

111 

8.2 

4.0 

11,8 

22,5 

19 

125 

46 

1225 

1,54 

INFORMIX 

204.0 

38 

15.9 

-10 

7.8 

11.9 

21,5 

22,5 

33 

54 

52 

3214 

0,72 

INTERGRAPH 

256.7 

0 

-6.4 

NM 

NM 

NM 

NM 

-5.8 

NM 

-8 

NA 

585 

-0,64 

INTUIT  (5) 

221.7 

32 

21.9 

50 

9.9 

8,6 

-1.6 

-1.5 

NM 

305 

NA 

2092 

-0,12 

LEXMARK  INTERNATIONAL  GROUP 

587,8 

25 

21.5 

89 

3.7 

2.4 

NA 

14.0 

27 

NA 

NA 

1450 

0.79 

MICROSOFT  (6) 

2205,0 

39 

552.0 

42 

25.5 

25.0 

27,4 

30.4 

35 

NA 

34 

64753 

3.14 

NEOSTAR  RETAIL  GROUP  (11) 

208.2 

4 

12.9 

575 

6.2 

1.0 

2.1 

0.1 

NM 

NA 

NA 

63 

0.01 

NOVELL  (2) 

437.9 

-11 

63.6 

-22 

14.5 

15.5 

16.8 

16.9 

15 

36 

14 

4660 

0.86 

ORACLE  (7) 

1020.2 

41 

145.3 

40 

14.3 

14.5 

30.8 

32.5 

41 

25 

34 

20895 

0.77 

SAFEGUARD  SCIENTIFICS 

430.1 

25 

4.0 

13 

0.9 

1.0 

9,9 

12.1 

54 

11 

1 

918 

1.16 

SYBASE 

243,7 

13 

-5.9 

NM 

NM 

NM 

-2,0 

-2.0 

NM 

57 

NA 

1831 

-0.12 
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er, 


We've  Got 

Your  Number. 

l-800-FLEET-OPerations. 

Face  it,  we  could  all  use  help  sometimes.  The 
problem  is  finding  it.  If  you're  a  fleet  buyer, 
you  don't  have  to  look  any  further  than  the 
phone  on  your  desk.  1-800-FLEET-OPerations 
will  connect  you  with  our  Fleet  Assistance 
Center,  where  you  can  learn  the  latest  order 
status  information  as  well  as  request  fleet 
product  previews  and  the  latest  car  and  truck 
literature.  Our  tele-service  representatives  are 
ready  and  waiting  to  answer  any  question  you 
might  have  regarding  our  fleet  programs  and 
GM  fleet  vehicles.  So  from  now  on,  when 
you're  looking  for  help,  just  find  a  phone. 
1-800-FLEET-OPerations. 


V 

BUICK 

CHEVROLET 

OldsmoDlle 

PONTIAC 

FLEET  OPERATIONS.  ALL  TOGETHER  BETTER. 


VI.  Buick,  Cadillac,  Chevrolet.  GMC  Truck.  Oldsmobile  and  Pontiac  are  registered  trademarks  of  the  General  Motors  Corp.  ©1996  GM  Corp.  All  Rights  Reserved. 


CORPORATE  SCOREBOARD 


COMPANY 

SALES 

PROFITS 

RETURN 

MARKET 
VALUE 

MARGINS 

5-YEAR  GROWTH 

12 

1ST 

CHANGE 

1ST 

CHANGE 

1ST 

1ST 

ON 

ON 

EARNINGS 

SHARES 

MONTHS 

QUARTER 

FROM 

QUARTER 

FROM 

QUARTER 

QUARTER 

INVESTED 

COMMON 

COMMON 

PER 

OUTSTANDING 

EARNING 

19% 

1995 

1996 

1995 

1996 

1995 

CAPITAL 

EQUITY 

P-E 

EQUITY 

SHARE 

4-19 

PER 

SMIL 

% 

$MIL 

% 

% 

% 

% 

% 

4-19 

% 

% 

SMIL. 

SHARE 

19  PAPER  &  FOREST  PRODUCTS 

INDUSTRY  COMPOSITE 

2291 1.6 

_2 

1 138.0 

-22 

5.0 

6.2 

9.9 

15.9 

13 

1  ^ 

J. 00 

(A)  FOREST  PRODUCTS 

GROUP  COMPOSITE 

5436.7 

-8 

180.4 

-56 

3.3 

7.0 

12.9 

23.6 

8 

2 

NA 

13350 

7.67 

BOISE  CASCADE 

1227.6 

0 

25.5 

-55 

2,1 

4,7 

11.2 

21.6 

8 

-7 

NA 

2155 

5.32 

GEORGIA-PACIFIC 

3049.0 

-12 

50.0 

-78 

1.6 

5.7 

11.7 

23.8 

8 

2 

NA 

5555 

9.24 

RAYONIER 

294.0 

3 

31.5 

25 

10.7 

8.8 

14.5 

19.3 

7 

-1 

NA 

1054 

4,96 

WILLAMETTE  INDUSTRIES 

865.1 

-4 

73.4 

-26 

8.5 

11.0 

18.0 

26.5 

7 

13 

35 

3455 

8.87 

(B)  PAPER 

GROUP  COMPOSITE 

17474.9 

0 

957.7 

-8 

5.5 

5.9 

9.0 

15.0 

15 

4 

11 

59746 

3.18 

BOWATER 

468.9 

4 

112,9 

151 

24.1 

10.0 

16.4 

32.1 

6 

-3 

NA 

1584 

7.13 

CHAMPION  INTERNATIONAL 

1533.2 

-6 

83.5 

-35 

5.5 

8.0 

11.6 

19.7 

6 

-2 

33 

4539 

7.54 

CHESAPEAKE 

277.7 

-5 

7,9 

-52 

2.8 

7.1 

10.3 

17.2 

9 

8 

32 

711 

3.34 

CONSOLIDATED  PAPERS 

424.1 

37 

52.7 

30 

12.4 

13.1 

15.7 

20.8 

10 

4 

7 

2491 

5.42 

FORT  HOWARD 

385.7 

5 

26.9 

NM 

7,0 

NM 

24.0 

NM 

20 

NA 

NA 

1434 

1.11 

INTERNATIONAL  PAPER 

4800.0 

7 

98.0 

-50 

2.0 

5,5 

8.2 

12.9 

10 

6 

10 

10310 

3,89 

JAMES  RIVER  CORP  OF  VIRGINIA 

1485.6 

-11 

20.5 

-23 

1.4 

1,6 

4.7 

4.4 

34 

N.A 

NA 

2250 

0.79 

KIMBERLY-CLARK 

3288.8 

1 

314.8 

58 

9,6 

6.1 

3.9 

4.1 

NM 

8 

-35 

19521 

0.52 

MEAD 
POTLATCH 
WESTVACO  (2) 
WEYERHAEUSER 


1067.2 
388.6 
748.7 

2505.3 


-14 
-2 
1 

-3 


30.9 
5.0 
62.4 
142.0 


-50 
-79 
27 
-31 


2.9 
1.3 
8.3 
5.5 


5,0 
6.0 
6,7 
7,7 


10.7 
5.8 
9.1 
9.6 


14.4 
9.4 
14.0 
15.4 


10 
14 
10 
13 


26 
-2 
0 
16 


2935 
1220 
3010 
9541 


5.73 
3.08 
2.93 
3.65 


20  PUBLISHING  &  BROADCASTING 


INDUSTRY  COMPOSITE 

11122.9 

8 

144.7 

-64 

1.3 

3.9 

4.6 

6.8 

71 

5 

10 

77610 

0.70 

BELO  (A.M.) 

187.2 

15 

12.7 

11 

6.8 

7.0 

8.1 

17,5 

21 

14 

29 

1377 

1.73 

CABLEVISION  SYSTEMS 

304.2 

24 

-98.3 

NM 

NM 

NM 

NA 

NM 

NM 

NA 

NA 

1271 

-13.97 

DOW  JONES 

584.8 

7 

37.5 

-19 

6.4 

8.5 

9.9 

11,3 

20 

2 

19 

3598 

1.87 

DUN  &  BRADSTREET 

1272.0 

4 

87.8 

-19 

6.9 

8.9 

23,2 

25,3 

34 

-13 

-4 

10206 

1.77 

GANNETT 

1104.2 

21 

89.4 

4 

8.1 

9.4 

10.1 

22,4 

20 

3 

10 

9511 

3.44 

K-lll  COMMUNICATIONS 

315,0 

32 

-20.7 

NM 

NM 

NM 

NA 

NM 

NM 

NA 

NA 

1396 

-0.87 

KNIGHT-RIDDER 

597,7 

3 

23.5 

-34 

3.4 

5.3 

8,9 

14.0 

22 

4 

4 

3402 

3.12 

McGRAW-HILL 

583,9 

3 

15.2 

16 

2.8 

2.5 

15,2 

22.2 

38 

0 

-1 

4401 

2.30 

MEDIA  GENERAL 

184,8 

12 

15.1 

19 

8.1 

7.7 

NA 

15  5 

19 

2 

25 

1028 

2.10 

MEREDITH  (6) 

220.4 

1 

13.8 

32 

6.3 

4.8 

15.5 

18.8 

24 

-5 

54 

1182 

1.75 

NEW  YORK  TIMES 

522.5 

9 

32.7 

20 

5.3 

4.8 

6.4 

8.8 

23 

11 

12 

3197 

1.45 

READER'S  DIGEST  ASSOCIATION  (6) 

747.5 

-6 

-114.0 

NM 

NM 

8.3 

9.0 

9.7 

85 

0 

10 

4953 

0.54 

SCHOLASTIC  (7) 

215.1 

20 

8,9 

11 

4.1 

4.4 

11.2 

16.2 

24 

123 

48 

1050 

2.76 

SCRIPPS  (E.W.) 

254.2 

4 

19,7 

0 

7.8 

8,1 

8.0 

7.9 

37 

14 

16 

3443 

1.17 

TIME  WARNERt 

2058.0 

14 

-93,0 

NM 

NM 

NM 

NM 

-7.0 

NM 

-23 

NA 

15750 

-0.54 

TIMES  MIRROR 

805.8 

4 

25.0 

59 

3.2 

2.1 

NM 

-34.4 

NM 

-6 

NA 

4149 

-3.81 

TRIBUNE 

537.1 

3 

50.4 

-20 

9.4 

12,1 

10.4 

15.5 

21 

13 

19 

4379 

3,34 

WASHINGTON  POST 

415.5 

4 

35.9 

-16 

8.9 

10,9 

15.3 

15,4 

18 

6 

6 

3197 

16.58 

21  SERVICE  INDUSTRIES 


INDUSTRY  COMPOSITE 

28884.6 

17 

771.9 

-20 

2.7 

3.9 

9.5 

14.8 

22 

8 

7 

91759 

1.60 

(A)  CONSTRUCTION  &  ENGINEERING 

GROUP  COMPOSITE 

6574.5 

9 

282.1 

55 

4.3 

3.0 

8.8 

14.7 

22 

6 

0 

26042 

1.66 

APOGEE  ENTERPRISES  (10) 

214.4 

4 

3.5 

48 

1,5 

1.2 

9.8 

13.1 

20 

4 

-15 

360 

1.31 

BOM  INTERNATIONAL 

225.1 

17 

5.4 

52 

2.4 

1.7 

15.9 

14.1 

29 

18 

111 

650 

1.52 

BUTLER  MFG. 

175.7 

-10 

3.3 

-10 

1.9 

1.9 

15.8 

22.5 

11 

19 

35 

260 

3.01 

EG&G 

345.8 

3 

11.9 

27 

3.4 

2.8 

12.9 

15.5 

19 

0 

-5 

1041 

1,15 

FLUOR  (2) 

2402.4 

17 

57.4 

14 

2.4 

2.4 

16.2 

16.1 

23 

10 

10 

5415 

2.85 

JACOBS  ENGINEERING  GROUP  (3) 

487.0 

23 

9.9 

31 

2.0 

1.9 

13.9 

14.8 

19 

24 

9 

705 

1.43 

STONE  &  WEBSTER 

305.8" 

37 

5.5 

18 

1.8 

2.1 

3.9 

4.3 

30 

-1 

11 

454 

1.13 

WMX  TECHNOLOGIES 

2417.2 

-1 

185,2 

83 

7,7 

4.1 

7.7 

14.9 

23 

5 

-1 

17147 

1.52 

(B)  INDUSTRIAL  DISTRIBUTION 

GROUP  COMPOSITE 

12359.9 

23 

560.3 

16 

4.5 

4.8 

11.4 

16.7 

16 

12 

13 

29365 

2.33 

ARROW  ELECTRONICS 

1703.3 

18 

56,8 

27 

3.3 

3.1 

15.0 

17.1 

11 

52 

68 

2323 

4  36 

AVNET  (5) 

1387.5 

23 

48,9 

34 

3.5 

3.2 

10.3 

12.9 

12 

10 

14 

2171 

4.24 

BEARINGS  (6) 

295.1 

7 

5,1 

41 

2.1 

1.5 

10.8 

12.7 

18 

4 

13 

379 

1.82 

BOISE  CASCADE  OFFICE  PRODUCTS 

451.4 

52 

15,5 

102 

3.4 

2.5 

14.9 

15.0 

41 

NA 

NA 

2118 

1.65 

CASTLE  (A.M.) 
CELLSTAR  (1) 
CRANE 
ENRON 


175.0 
205.0 
436.5 
JIOO.O 

1399,9 
204.7* 
842.6 
276.6 


4 
7 
1 

35 

9 
-4 

4 
16 


7.6 
0,7 
18,2 
21_2^8_ 

73,9 
5.2 

50,1 
4.3 


-86 
37 
_  9_ 

7 

-17 
7 
17 


4.4 
0.4 
4,2 
6_9_ 

5,3 
2,6 
5.9 
1.6 


4.9 
2.7 
3.1 
8._5_ 

5.4 
3.0 
5.8 
1.5 


19,7 
20.8 
14.4 
8.7 


25.4 
15.5 
20.9 
17.2 


13  8 

9  NA 

15  3 

18  14 


100 
NA 


345 
173 
1209 
9767 


GENUINE  PARTS 
GETTY  PETROLEUM  (11) 
GRAINGER  (W.W.) 

^!^?1^^A"f  II'  

KAMAN 

•(flARSHALL  INDUSTRIES  (7) 
PREMIER  INDUSTRIAL  (7) 


17.5 
11.3 
16.1 

_  ^- 
8.7 
NA 

22.5 


19,0 
12.5 
15.1 

;o.8 


17  10 
14  -4 

18  7 
13  6 


NA 
8 
12 


5440 
183 
3435 
_  191_ 

207 
531 
NA 


2.57 
1.06 
3.70 
2.34 


240.0**  14 

288.0  10 

215.1  8 


5.2 
12.3 
26.6 


-5 
21 
9 


2.2 
4.3 
12.4 


2.6 
3.9 
12.3 


9.9 
16.4 
23.7 


13 
11 
NA 


-5 
15 
13 


-3 
18 


0.84 
2.88 
1.38 
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DRPORATE  SCOREBOARD 


9MPANY                                  SALES                PROFITS   RETURN  

MARGINS  S-YEAR  GROWTH  *lfi^l  ,2 

1ST         CHANGE         1ST          CHANGE           1ST            1ST  ON            ON  EARNINGS  SHARES  MONTHS' 

QUARTER       FROM        QUARTER        FROM         QUARTER     QUARTER  INVESTED     COMMON  COMMON       PER  OUTSTANDING  EARNINGS 

1996          1995          1996           1995            1996          1995  CAPITAL       EQUITY       P-E  EQUITY       SHARE  4-19  PER 

SMIL           %           $MIL            %               %             %  %             %         4-19  %           %  SMIL  SHARE 


;XEL  264.8       -5  5.6         33  2.1         1.5         12.7       13.1      15         7        23  349  0.89 

IITED  STATIONERS  586.9     335  8.2        NM  1.4        NM  8.1       33,7      13      -20  1  250  1.56 

VR  SCIENTIFIC  PRODUCTS  276.5       89  2.1        277  0.8        0.4  1.9         2.2      76       26       -31  290  0.18 


)  PRINTING  &  ADVERTISING 

?OUP  COMPOSITE  2958.3       13     -352.0        NM         NM        3.2  3.4        2.5     NM        7  5        11210  0.22 


IV0(3)  232.0       -3         -7.2        NM  NM         1.4         13.1        13.0      14       16  6  211  0.75 

iNTA  271.3       16  8.8        -20  3.3        4.7         10.6       13.3      15       13        13  756  1.67 

S  FLOWER  PRESS  HOLDINGS  (6)  221.4         7         -5.0        NM  NM        NM         -1.0       -7.9     NM       NA        NA  222  -1.03 


INNELLEY(R.R.)&SONS  1547.0       17      -376.9        NM  NM        3.6         -1.2       -5.8     NM         6  6  5581  -0.81 

TERPUBLIC  GROUP  506.2**     10         17.8         18  3.5        3.3         15.3       17.7      28         7  7  3743  1.69 

.LASSIS  COMMUNICATIONS  180.5**     15         10.5         18  5.8        5.6         24.1         NM      62       NA       -57  698  0.26 


I)  OTHER  SERVICES 

?OUP  COMPOSITE  6991.8       15       281.4         26         4.0        3.7         10.4       17.9      24        7        12        25142  1.41 


IM  INDUSTRIES  (2)  254.4**  10  4.0  20  1.6  1.5  11.6  12.6  18  12  8  315  1.90 

IRG-WARNER  SECURITY  450.0  -3  0.5  400  0.1  0.0  6.9  12.7  47  -50  NA  296  0.27 

NTAS  (7)  183.0  21  18.5  21  10.1  10.1  14.3  17,9  34  18  16  2430  1.52 

IC  INTERNATIONAL  (11)  377,9**  18  42,6  28  11,3  10,4  25,5  26,1  37  NA  56  5650  0,84 


INDLEMAN{8)  345,6  -5  1,1  -90  0,3  3,1  NM  -0,5  NM  8  -3  235  -0,04 

ACOM  542,1  33  3,0  41  0,5  0,4  12,8  8,3  14  26  0  177  1.22 

»NPOWER  1309.2  9  23.2  28  1.8  1.5  27.3  29.2  20  5  NA  2678  1.69 

IRRELL(2)  221,2  19  5,0  31  2,2  2,0  25,0  25,6  24  NA  NA  399  1,53 


STEN  683.2**  16  23.0  20  3,4  3,2  15,3  20,0  21  40  33  1978  1,45 

IH  (8)  586,7  19  19.5  16  3.3  3.4  4.2  13.3  12  8  6  957  4.48 

IBERT  HALF  INTERNATIONAL  196.2  36  13.2  47  6.7  6,2  18,2  19,5  35  26  42  1506  1,49 

iFETY-KLEEN  201.7  4  13.1  8  6.5  6.2  8.7  12.5  16  -2  -2  854  0.94 


;RVICE  CORP.  INTERNATIONAL  575.5       65         71.9         52        12.5       13.6  NA       15.2      26       19        17  4956  1.91 

;rvicemaster  740.3      5      40,5      40       5,5      4,1      21,1     24,7     14     na      14       2466  2,22 

ilt  information  sciences  (2)         224,8     23        2,3       12       1,0      1,1       12.3     15.1     15      5     175        243  1.73 


2  TELECOMMUNICATIONS  

DUSTRY  COMPOSITE  57133.5        8     6150.6         17        10.8        9.9         10.3       16.0      25         1  2      412924  1.78 


i)  EQUIPMENT  &  SERVICES 

WUP  COMPOSITE  27351.2       11     2102.9         15         7.7        7.4  3.9        4.1     NM       12  0      172093  0.46 


■&T  12956.0  5  1443.0  14  11.1  10.2  2.6  2.2  NM  3  -26  97356  0.24 

IMSAT  245.7  18           9.3  -36  3,8  7,0  NA  3,9  42  7  -1  1347  0,67 

;C  COMMUNICATIONS  307,9  -3         11,5  -73  3,7  13,2  13,3  14,3  21  44  61  3280  1,38 

ICENT  TECHNOLOGIES  4577,0  10  -103,0  NM  NM  NM  NM  -66,1  NM  NA  NA  19896  -1,78 


CI  COMMUNICATIONS  4491,0  26  295,0  21  6,6  6,9  5,2  6,0  32  36  9  19122  0,86 

IIENTIFIC-ATLANTA  (6)  271,9  -12  11,5  -35  4,2  5.8  9.4  9.3  33  12  40  1394  0.56 

'RINT  3371,9  10  312.2  39  9.3  7,3  13,5  13,5  14  17  12  13881  2,87 

lEPHONE  &  DATA  SYSTEMSt  263,4  25  33.7  45  12.8  11.0  NA  6.8  25  35  16  2783  1.92 


LLABS  172,3       21  31,1  36         18,1        16.1  27.7        28.6      38       27         76  4595  1.36 

iO  COMMUNICATIONSt  239.7       34  7.0         NM  2.9         NM  NA  NA      NA       NA        NA  2628  NA 

S.  ROBOTICS  (3)  454.5      132         51.6        NM         11.4        NM         24.8       27.2      41       98        45  5810  3.34 


I)  TELEPHONE  COMPANIES 

^OUP  COMPOSITE  29782.2        5     4047.7         18        13.6      12.1         13.7       25.6      17       -4         2      240831  2.68 


.LTEL  774.3  1  84.1  7  10.9  10,3  10.2  17.5  17  14  9  6015  1.89 

^ERITECH  3567.4  13  478.3  -17  13.4  18.4  17.8  26.2  17  -4  6  32330  3.43 

;llatuntic  3207.6  -7  470.5  14  14.7  12.0  15.5  28.7  15  -6  3  23451  4.37 

ILSOUTH  4541.0  6  970.0  77  21.4  12.7  11.1  15,9  20  0  0  38890  2,00 


NCINNATI  BELL  362,1  9  41,7  NM  11,5  NM  NA  14,7  42  0  -8  3186  1,14 

lONTIER  655,1  43  65.1  26  9.9  11.3  NA  18,5  29  14  9  4712  1,04 

"E  4951,0  5  616,0  13  12,4  11,6  14,5  38,0  16  -4  4  41318  2,59 

IHIX  3254,0  -3  213,8  -15  6,6  7,5  8,1  17,0  22  -7  2  22920  2,40 


ICIF'C  TELESIS  GROUP  2334,0  4  298,0  6  12,8  12,5  19,1  46,7  14  -19  -5  14567  2,49 

IC  COMMUNICATIONS  3196.7  10  464.0  17  14.5  13.6  17.8  31.3  15  -5  11  30316  3.22 

)UTHERN  NEW  ENGLAND  TELECOMMS.    474.0**  8  52.2  12  11.0  10.6  8.9  45.2  17  -5  1  2912  2.68 

5  WEST  COMMUNICATIONS  GROUP  2465.0  6  294.0  -7  11.9  13.6  NA  NA  13  NA  -9  15214  2.47 


3  TRANSPORTATION  

IDUSTRY  COMPOSITE  35434.1       10       783.4         16         2.2        2.1  7.1       13.3      19        4        16        95784  2.90 


i)  AIRLINES 

ROUP  COMPOSITE  18166.3        9        40.6       NM         0.2       NM  9.7      29.1      16      NM       NM       26875  3.29 


J\SKA  AIR  GROUP  351.4  19  -7.2  NM  NM  NM  6,4  12,4  15  -13  -2  403  1,95 

l/IERICA  WEST  AIRLINES  413,2  19  13,7  163  3,3  1,5  NA  9,5  16  NA  NA  982  1,35 

l/IR  4308,0  9  157,0  324  3,6  0.9  6.1  8.5  23  -2  NA  6943  4.02 

)NTINENTAL  AIRLINES  1489.0  6  93.0  NM  6.2  NM  22.6  109.7  6  NA  NA  1646  10.08 


:LTA  AIR  LINES  (6)  2964.0  2  -276.0  NM  NM  NM  8.0  7.6  26  -9  NA  4190  3.12 

)RTHWEST  AIRLINES  2264.8  11  53.4  NM  2.4  0.1  NA  NM  13  NA  NA  4193  3.54 

3UTHWEST  AIRLINES  772.5  24  33.0  179  4.3  1.9  10.1  14.3  23  21  40  4609  1.37 

\l  3735.0  12  6.0  100  0.2  0.1  NA  NM  12  NA  NA  2742  17.83 

5AIR  GROUP  1868.4  6  -32.3  NM  NM  NM  17.5  NM  12  NA  NA  1166  1.57 
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COMPANY  SALES  PROFITS  RETURN 


MARGINS 

5-YEAR  GROWTH 

iVIAKI\tl 

VALUE 

12 

1ST 

CHANGE 

1ST 

CHANGE 

1ST 

1ST 

ON 

ON 

EARNINGS 

SHARES 

MONTHS 

QUARTER 

FROM 

QUARTER 

FROM 

QUARTER 

QUARTER 

INVESTED 

COMMON 

COMMON 

PER 

OUTSTANDING 

EARNING 

1996 

1995 

1996 

1995 

1996 

1995 

LArllAL 

EQUITY 

P-E 

EQUITY 

SHARE 

4-19 

PER 

$MIL. 

% 

$MIL 

% 

% 

% 

% 

% 

4-19 

% 

% 

$  MIL 

SHARE 

fDl  BAR!  DAAnC 

(B)  RAILROADS 

GROUP  COMPOSITE 

8585.5 

14 

639.1 

11 

7.4 

7.7 

6.2 

10.4 

21 

7 

7 

53688 

3.21 

RIIRI INRTON  NnRTHFRN  9ANTA  FF 

2031  0 

51 

187  0 

85 

9.2 

7.5 

O.  1 

28 

-5 

1  ^IDUh 

CONRAIL 

889.0 

0 

31.0 

-44 

3.5 

5.2 

5.9 

,  7.5 

24 

1 

6 

5496 

2.89 

CSX 

2536.0 

3 

146.0 

21 

5.8 

4.9 

9.2 

14.7 

16 

4 

31 

10496 

3.05 

NORFOLK  SOUTHERN 

1161.5** 

2 

168.1 

-2 

14.5 

15.0 

9.0 

14.7 

15 

1 

40 

10855 

5.45 

UNION  PACIFIC 

1968.0 

18 

107.0 

-18 

5.4 

7.8 

5.7 

9.4 

24 

g 

25 

14236 

2.90 

(C)  TRANSPORTATION  SERVICES 

GROUP  COMPOSITE 

5039.2 

9 

73.7 

-42 

1.5 

2.7 

7.4 

11.3 

15 

3 

26 

9348 

2.97 

AIPRHRMP  PPPIf^klT 
HmDunnc  rnLiuni 

/  .3 

1 

1  .  sj 

-ou 

0.2 

0.4 

7 
D.  / 

0/1 

10 

3 

1.08 

FEDERAL  EXPRESS  (7) 

2535.5 

9 

27.2 

-57 

1.1 

2.7 

9.4 

1 1.4 

15 

6 

55 

4313 

4.91 

FRITZ  (7) 

274.3 

16 

10.3 

16 

3.8 

3.7 

16.4 

18.9 

NA 

NA 

15 

1338 

NA 

GATX 

303.6** 

4 

24.7 

-4 

8. 1 

8.8 

7.2 

12.1 

1 1 

5 

7 

902 

4.24 

RYDER  SYSTEM 

1328.0 

8 

10.2 

-62 

0.8 

2.2 

5.8 

11.2 

16 

-3 

20 

2260 

1.75 

fDl  TRUCKING  A  SHIPPING 

uKUUr  uUMrUol  1 1. 

— 30 

U.o 

C.K) 

o.U 

C 

3 

—  lU 

A  OA 
U.OO 

ALlXANDEk  Si  BALDWIN 

259.0** 

5 

7.2 

21 

2.8 

2.4 

4.0 

5.2 

33 

-2 

-18 

1 132 

0.75 

CALIBER  SYSTEM 

582.1 

7 

9.6 

-55 

1.7 

4.0 

10.8 

10.9 

20 

0 

-19 

1605 

2.04 

CONSOLIDATED  FREIGHTWAYS 

1321.9 

2 

0.3 

-99 

0.0 

1.9 

3.9 

3.6 

45 

3 

NA 

1103 

0.56 

HUNT  (J.  B.)  TRANSPORT  SERVICES 

354.0 

14 

2.8 

-43 

0.8 

1.6 

NM 

-1.2 

NM 

15 

NA 

840 

-0.12 

LANDSTAR  SYSTEM 

295.5 

0 

3.2 

-34 

1.1 

1.6 

NA 

19.0 

16 

73 

100 

377 

1.83 

ROADWAY  EXPRESS 

517.0 

-1 

2.6 

NM 

0.5 

NM 

NM 

-4.6 

NM 

NA 

NA 

303 

-0.46 

TNT  FREIGHTWAYS 

313.7 

12 

4.3 

-47 

1.4 

2.9 

NA 

13.0 

18 

-9 

36 

513 

1.34 

24  UTILITIES  &  POWER 

INDUSTRY  COMPOSITE  51208.6 

16 

4937.5 

5 

9.6 

10.6 

6.5 

1 1.6 

12 

4 

4 

206390 

2.18 

(A)  ELECTRIC,  WATER  &  COGENERATiON 

GROUP  COMPOSITE  41944.5 

11 

4227.4 

4 

10.1 

10.7 

6.6 

12.0 

12 

4 

4 

185394 

2.29 

AES 

172.0 

I 

29.0 

1 7 

15.9 

14.5 

NA 

22.8 

16 

77 

44 

1680 

1.46 

ALLEGHENY  POWER  SYSTEM 

692.7 

_1 

53.8 

-34 

7.8 

11.5 

5.9 

10.1 

16 

5 

2 

3531 

1.79 

AMERICAN  ELECTRIC  POWER 

1518.0 

7 

192.3 

19 

12.7 

11.4 

6.7 

13.0 

13 

1 

0 

7559 

3.02 

ATLANTIC  ENERGY 

245.3 

12 

18.8 

23 

7.7 

7.0 

6.2 

10.6 

10 

4 

-1 

867 

1.63 

DMLI  llVIUKL  uAo  oi  tLtb  1  KIU 

OD  i  .O 

20 

100.8 

42 

11.7 

9.9 

7.1 

1 1.6 

12 

7 

12 

3873 

2.22 

CENTERIOR  ENERGY 

605.3 

3 

21.2 

-51 

3.5 

9.2 

5.5 

9.5 

5 

_9 

_5 

1110 

1 .28 

CENTRAL  &  SOUTH  WEST 

1437.0 

118 

55  0 

25 

3  8 

6  7 

7  6 

13  0 

13 

3 

\ 

5288 

2  14 

CENTRAL  MAINE  POWER 

274.1 

4 

27.9 

6 

10.2 

10.0 

NM 

6.0 

16 

4 

NA 

466 

0.90 

CILCORP 

178.0 

4 

11.2 

-9 

6.3 

7.2 

5.8 

10.4 

15 

2 

-1 

577 

2.84 

CIPSCO 

237.9 

13 

22.1 

63 

9.3 

6.4 

6.6 

12.4 

16 

2 

3 

1265 

2.36 

CMS  ENERGY 

1275.0 

14 

95.0 

2 

7.5 

8.3 

7.1 

14.0 

14 

2 

NA 

2890 

2.14 

CONSOLIDATED  EDISON  CO.  OF  N.  Y. 

1867.4 

12 

174.5 

-13 

9.3 

12.0 

7.2 

12.3 

10 

4 

6 

6931 

2.89 

DOMINION  RESOURCES 

1239.3 

10 

159.4 

33 

12.9 

10.6 

6.5 

9.8 

14 

6 

-2 

6682 

2.57 

DPL 

371.5 

3 

64.0 

5 

17.2 

17.0 

7.9 

14.4 

14 

2 

4 

2454 

1.66 

DOE 

300.5 

1 

43.3 

2 

14.4 

14.3 

6.5 

12.9 

12 

NA 

7 

2045 

2.22 

DTE  ENERGY 

909.6 

3 

115.7 

2 

12.7 

12.9 

6.1 

11.9 

11 

5 

-5 

4526 

2.82 

DUKE  POWER 

1162.1 

5 

191.3 

-6 

16.5 

18.1 

7.4 

13.7 

15 

4 

6 

9782 

3.21 

EDISON  INTERNATIONAL 

1967.6 

8 

179.0 

8 

9.1 

9.1 

6.3 

11.8 

9 

3 

-2 

6820 

1.69 

ENOVA 

465.9 

-3 

68.0 

1 

14.6 

14.1 

8.5 

14.9 

11 

3 

-2 

2565 

1.94 

ENTERGY 

1599.0 

20 

-68.5 

NM 

NM 

5.6 

4.4 

5.3 

17 

12 

-6 

5950 

1.50 

FIORIDA  PROGRESS 

739.5 

5 

50.7 

3 

6.9 

7.0 

7.3 

11.6 

13 

NA 

2 

3158 

2.51 

Ff  L  GROUP 

1357.7 

15 

107.5 

-2 

7.9 

9.3 

7.8 

12.5 

14 

7 

8 

7826 

3.13 

GEi  ?.RAL  PUBLIC  UTILITIES 

1022.9 

12 

119.7 

42 

11.7 

9.2 

8.5 

15.9 

8 

6 

4 

3838 

4.04 

HAWAIIAN  ELECTRIC  INDUSTRIES 

326.2 

7 

20.6 

5 

6.3 

6.4 

6.1 

10.8 

13 

7 

4 

1020 

2.67 

IPALCi.  ENTERPRISES 

196.4 

12 

36.3 

36 

18.5 

15.2 

7.7 

13.2 

13 

2 

-1 

1434 

1.91 

KANSA  "iTY  POWER  &  LIGHT 

206.6 

4 

24.5 

7 

11.9 

11.5 

6.3 

13.4 

14 

1 

4 

1625 

1.94 

KUENEh 

191.0 

14 

26.9 

39 

14.1 

11.6 

7.6 

13.3 

13 

3 

0 

1054 

2.21 

LONG  ISL.    :  LIGHTING 

864.2 

9 

81.8 

16 

9.5 

8.9 

NA 

10.7 

8 

4 

-1 

1974 

2.19 

MIDAMERIL    '  ENERGY 

556.8 

21 

53.5 

42 

9.6 

8.1 

5.2 

11.3 

12 

16 

1 

1688 

1.38 

MONTANA  Pl  -R 

264.4 

1 

40.3 

17 

15.2 

13.1 

4.8 

5.9 

21 

4 

-10 

1188 

1.02 

NEW  ENGLAN      ECTRIC  SYSTEM 

586.2 

5 

63.7 

28 

10.9 

8.9 

7,2 

13.4 

11 

3 

-3 

2297 

3.37 

NEW  YORK  ST*     '  LECTRIC  &  GAS 

618.8 

8 

98.7 

31 

15.9 

13.2 

6.6 

11.7 

8 

5 

0 

1600 

2.85 

NORTHEAST  UTIL  iS 

1028.2 

9 

73.9 

-26 

7.2 

10.6 

5,2 

10.8 

8 

6 

2 

2033 

2.07 

NORTHERN  STATE.  OWER 

718.7 

9 

67.2 

-1 

9.4 

10.3 

7,5 

12.9 

12 

6 

7 

3213 

3.86 

OHIO  EDISON 

611,6 

4 

77.0 

6 

12.6 

12.4 

6.5 

12.4 

10 

-1 

-11 

3166 

2.08 

ORANGE  &  ROCKLAN    t  nUTIES 

285.7 

-8 

14.6 

-5 

5.1 

4.9 

5.8 

9.1 

13 

3 

-4 

464 

2.54 

PACIFIC  GAS  &  ELECTK 

2248.8 

-3 

260.7 

-21 

11.6 

14.2 

7.7 

14.0 

8 

3 

5 

9471 

2.87 

PECO  ENERGY 

1170.5 

11 

156.4 

0 

13.4 

14.8 

6.7 

12.9 

9 

4 

66 

5499 

2.64 

PINNACLE  WEST  CAPITAL 

361.3 

/! 

39.3 

34 

10.9 

8.5 

6.0 

11.1 

11 

4 

16 

2350 

2.40 

PORTLAND  GENERAL 

300.6 

16 

51.6 

NM 

17.2 

0.2 

7.5 

14.8 

11 

4 

-5 

1454 

2.60 

POTOMAC  ELECTRIC  POWER 

436.6 

20 

14.7 

NM 

3.4 

NM 

3.4 

5.1 

31 

5 

-12 

2962 

0.81 

PP&L  RESOURCES 

789.2 

8 

123.2 

14 

15.6 

14.9 

5.9 

13.0 

10 

3 

-2 

3547 

2.13 

PUBLIC  SERVICE  CO.  OF  COLOR.  00 

622.9 

0 

54.4 

20 

10.3 

8.6 

8.5 

13.2 

12 

7 

2 

2083 

2.81 

PUBLIC  SERVICE  ENTERPRISE  GKOUP 

1865.8 

11 

20/. 4 

-8 

11.1 

13.4 

6.9 

11.8 

10 

4 

2 

6301 

2.63 

PUGET  SOUND  POWER  &  LIGHT 

331.0 

-2 

46  4 

-5 

14.0 

14.4 

6.6 

10.0 

13 

6 

-5 

1543 

1.86 
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YOUR  BIGGEST  GLOBAL  RISK  MAY  BE 

USING  AN  INSURER  WITHOUT  THE 
FINANCIAL  STRENGTH  AND  INTEGRATED 
GLOBAL  CAPABILITIES  OF  AIG. 


Quite  simply,  if  you 're  a  global  company,  you  face  a  variety  of  changing  financial 
exposures.  You  need  a  financial  partner  that  not  only  understands  complex  risks, 
but  can  also  provide  a  variety  of  insurance  and  financial  solutions.  Not  to  mention 
the  size,  strength  and  stability  to  be  there  for  the  long  term.  Enter  AIG  -  with 
unparalleled  global  capabilities  backed  by  extraordinary  financial  strength. 

What  AIG  offers  is  expertise  not  only  in  insurance,  but  also  in  managing  and 
integrating  total  marketplace  risk.  By  combining  traditional  insurance  with 
sophisticated  financial  solutions,  we  create  unique  consolidated  risk  financing 
programs,  including  large-limit  multiyear  packages  with  flexible  terms  and  limits. 

And  who  better  to  meet  your  local  needs  than  someone  who's  there? 
With  offices  in  130  countries  and  jurisdictions  throughout  the  world,  we  have  an 
unmatched  knowledge  of  local  conditions  and  regulations.  These  resources  deepen 
our  own  on-the-ground  financial  structuring,  engineering  and  claims  capabilities. 

To  underscore  that  we  can  handle  all  your  needs,  we've  even  created  a 
specialized  division,  AIG  Global  Risk.  Only  AIG  could  bring  together  this  seamless 
unit  to  provide  integrated  risk  management  solutions.  Access  is  just  a  call  away. 

And  we  back  it  all  up  with  an  impeccable  balance  sheet,  Triple-A  ratings, 
capital  funds  of  nearly  $20  billion,  and  net  loss  reserves  approaching  $20  billion. 

So  we'll  be  there  whenever  and  wherever  you  need  us.  Because  no  one  else  can. 

For  more  information  please  call  Tobey  J.  Russ  at  (212)  770-7898. 


WORLD  LEADERS  IN  INSURANCE  AND  FINANCIAL  SERVICES 

American  International  Group,  Inc.,  Dept.  A,  70  Pine  Street,  New  York,  NY  10270 


AIG 
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lib  1  unn 

MARKET 
VALUE 

MARGINS 

5-YEAR  GROWTH 

12 

1ST 

UMflNbt 

1ST 

UnftlMUL 

1ST 

1ST 

ON 

ON 

EARNINGS 

CUADCC 

oHAKco 

MUNI  Hi 

QUARTER 

FROM 

QUARTER 

FROM 

QUARTER 

QUARTER 

INVESTED 

COMMON 

COMMON 

PER 

OUTSTANDING 

EARNINGS 

1996 

1995 

1996 

1995 

1996 

1995 

CAPITAL 

EQUITY 

P-E 

EQUITY 

SHARE 

4-19 

PER 

SMIL, 

% 

$Mll, 

% 

% 

% 

% 

% 

4-19 

% 

% 

$MIL. 

SHARE 

ROCHESTER  GAS  &  ELECTRIC 

309.2 

10 

42.5 

39 

13.7 

10.9 

NA 

10.1 

10 

6 

1 

788 

1.99 

SCANA 

395.0 

15 

70.2 

33 

17.8 

15.3 

7.2 

12.0 

14 

10 

-3 

2655 

1.84 

SOUTHERN 

2416.0 

25 

267.5 

17 

111 

119 

5.8 

13.0 

13 

14730 

1.69 

SOUTHWESTERN  PUBLIC  SERVICE  (4) 

203.8 

12 

18.1 

-3 

8.9 

10.3 

8.5 

16.1 

11 

2 

0 

1309 

2.83 

TECO  ENERGY 

341.1 

7 

42.4 

13 

12.4 

11.7 

9.6 

•  15.4 

14 

7 

4 

2743 

1.54 

UNICOM 

1684.0 

7 

160.8 

52 

9.5 

5.7 

6.1 

12.3 

8 

NA 

77 

5826 

3.20 

UNION  ELECTRIC 

459.4 

3 

40.1 

5 

8.7 

8.6 

6.8 

13.1 

13 

3 

1 

3945 

2.96 

WASHINGTON  WATER  POWER 

248.0 

25 

41.9 

47 

16.9 

14.4 

NA 

13.1 

11 

g 

0 

1008 

1.65 

WESTERN  RESOURCES 

555.6 

25 

44.8 

8 

8.1 

9'4 

6.0 

1 1.0 

1 1 

23 

7 

1886 

2.74 

251.3 

34 

24.3 

15 

9.7 

11.2 

7,9 

12.7 

13 

5 

2 

756 

2.45 

(B)  GAS,  OIL  &  TRANSMISSION 

GROUP  COMPOSITE 

9264.1 

41 

710.1 

10 

7.7 

9.9 

4.9 

6.8 

29 

4 

21 

20995 

1.10 

BROOKLYN  UNION  GAS  (3) 

595.4 

24 

74.5 

1 

12.5 

15.3 

7.0 

10.9 

13 

10 

7 

1274 

1.93 

COLUMBIA  GAS  SYSTEM 

1203.0 

17 

151.3 

17 

12.6 

12.5 

NM 

27.3 

NM 

-3 

NM 

2595 

-8.19 

EASTERN  ENTERPRISES 

419.2 

14 

32.9 

7 

7.8 

8.4 

9.7 

14.8 

11 

-7 

5 

714 

3.08 

EL  PASO  ENERGY 

605.6 

197 

-35.2 

NM 

NM 

10.8 

5.7 

4.0 

45 

-14 

5 

1325 

0.84 

EQUITABLE  RESOURCES 

640.3 

58 

38.7 

40 

6.0 

6.9 

NM 

1.7 

84 

9 

3 

1054 

0.36 

MCN 

793,2 

51 

81.5 

29 

10.3 

12.0 

8.7 

17.2 

14 

15 

18 

1560 

1.69 

NICOR 

700.9 

15 

45.5 

11 

6.5 

6.7 

9,4 

15.1 

13 

0 

1 

1390 

2.06 

ONEOK  (4) 

464.7 

62 

38.5 

36 

8.3 

9.9 

NA 

13.7 

13 

3 

4 

702 

1.97 

PANENERGY 

1712.6 

39 

101.8 

21 

5.9 

6.8 

8.5 

14.4 

15 

15 

17 

4825 

2.15 

PIEDMONT  NATURAL  GAS  (2) 

239.2 

18 

34.1 

13 

14.3 

14.9 

7.8 

11.5 

14 

11 

5 

631 

1.55 

SONAT 

734.4 

73 

45.6 

21 

6.2 

8.9 

10.9 

13.5 

16 

7 

17 

3274 

2.33 

SOUTHEASTERN  MICHIGAN  GAS  ENTS. 

176.1 

50 

8.8 

17 

5.0 

6.4 

8.2 

11.5 

16 

12 

8 

204 

1 .07 

SOUTHERN  UNION  (6) 

275.0 

53 

22.9 

42 

8.3 

9.0 

5.8 

10.1 

15 

11 

48 

332 

1.40 

USX-DELHI  GROUP 

272.5 

98 

2.4 

-43 

0.9 

3.1 

2.3 

1.8 

NM 

NA 

NA 

117 

0.10 

WASHINGTON  GAS  LIGHT  (3) 

431.8 

22 

66.9 

25 

15.5 

15.1 

10.5 

15.8 

10 

5 

4 

898 

1.99 

ALPHABETICAL  LIST  OF  COMPANIES 

The  number  following  each  company  name  Identifies  the  Scoreboard  category  under  which  it  is  listed 


Ametek  9a 

Banta  21c 

Brunswick  14d 

CMS  Energy  243 

Darden  Restaurants  14a 

Ecolab  6d 

Abbott  Laboratories  12d 

Amgen  12b 

Bard  (C.R  )  12d 

Burlington  Resources  1l3 

Coastal  1l3 

Data  General  18b 

Edison  Brothers  8 

Amoco  11a 

Barnes  &  Noble  8 

Burlington  Northern  Santa  Fe  23b 

Coca-Cola  6c 

Dayton  Hudson  8 

Edison  International  24a 

ABM  Industries  21  d 

AMP  9d 

Barnett  Banks  3c 

Butler  Mfg  21a 

Coca-Cola  Bottling  6c 

Dean  Foods  10b 

Edwards  (A  G.)  173 

Adaptec  9d 

Amphenol  9d 

Baxter  International  12d 

Coca-Cola  Enterprises  6c 

Dean  Witter,  Discover  17a 

EG&G213 

Adobe  Systems  18c 

AMR  23a 

Bay  Networks  18c 

Cole  National  8 

Deere  15c 

El  Paso  Natural  Gas  24b 

Advanced  Micro  3d 

Analog  Devices  9d 

BayBanks  3a 

Cabletron  Systems  18c 

Coleman  14d 

Dekalb  Genetics  10b 

Electronic  Data  Systems  18c 

Advania  17a 

Andrew  9b 

BDM  International  21a 

Cablevision  Systems  20 

Colgate-Palmolive  6d 

Delchamps  10c 

EMC  18b 

ADV0  21C 

Anheuser-Busch  6c 

Bear  Stearns  17a 

Cabot  4 

Collins  &  Aikman  15d 

Dell  Computer  18b 

Emerson  Electric  9a 

AES  24a 

AnnTaylor  Stores  8 

Bearings  21b 

Caliber  System  23d 

Coltec  Industries  15c 

Delta  Air  Lines  233 

Engelhard  4 

Aetna  Lite  &  Casualty  17b 

Apogee  Enterprises  2l3 

Beckman  Instruments  9c 

Cal  Fed  Bancorp  17c 

Columbia  Gas  24b 

Deluxe  183 

Enova  243 

AFLAC  17b 

Apple  Computer  18b 

Becton,  Dickinson  12d 

Campbell  Soup  10b 

Comdisco  18c 

Detroit  Diesel  2b 

En'on  21b 

Ahmanson  (H  F )  17c 

Applied  Materials  ISc 

Bed  Bath  &  Beyond  6b 

Capital  One  Financial  17a 

Comerica  3b 

Dexter  4 

Entergy  24a 

Air  Products  &  Chemicals  4 

Arbor  Drugs  12a 

Bell  &  Howell  18a 

Cardinal  Health  12a 

Commerce  Group  17b 

Dial  5 

Equifax  173 

Airborne  Freight  23c 

Arcadian  4 

Bell  Atlantic  22b 

Carlisle  15a 

Commercial  Metals  16b 

Diamond  Multimedia  18c 

Equitable  Resources  24b 

AK  Steel  Holding  16b 

Arco  Chemical  4 

BellSouth  22b 

Carnival  14d 

Compaq  Computer  18b 

Diamond  Shamrock  11a 

Exxon  1 1 3 

Alaska  An  Group  23a 

Armstrong  World  6b 

Belo  (A  H  )  20 

Carpenter  Tech,  16b 

CompuCom  Systems  183 

Diebold  183 

Albemarle  4 

Arrow  Electronics  21b 

Bemis  7b 

Carson  Pine  Scott  8 

CompUSA  18c 

Digital  Equipment  18b 

Alberto-Culver  6d 

Arvin  Industries  2b 

Bergen  Brunswig  12a 

Case  15c 

Comsat  223 

Dillard  8 

Fabri-Centers  of  America  8 

Albertson's  lOc 

Asarco  16c 

Best  Buy  6b 

Casey's  General  Stores  10c 

ConAgra  10b 

Oisney(Walt)  14b 

Family  Dollar  Stores  8 

AIco  Standard  5 

Ashland  11a 

Best  Products  8 

Castle  (A  M  )21b 

Cone  Mills  15d 

Dole  Food  10b 

Fannie  Mae  173 

Alex  Brown  173 

AT&T  22a 

Bethlehem  Steel  16b 

Caterpillar  ISc 

Conrail  23b 

Dollar  General  8 

Fays  123 

Alexander  8.  Alexander  17a 

AT&T  Capital  17a 

Beverly  Enterprises  12c 

COW  Computer  Centers  8 

Conseco  17b 

Dominion  Resources  24a 

Federal  Express  23c 

Alexander  S  Baldwin  23d 

Atlantic  Energy  24a 

Big  B  12a 

CellStar21b 

Consolidated  Edison  24a 

Donaldson  2b 

Federal  Home  Loan  173 

Alleghany  17a 

Atlantic  Richfield  1l3 

Big  Flower  Press  21c 

Centerior  Energy  24a 

Cons  Freightways  23d 

Donaldson,  Lufkin  &  Jenrette17a 

Federal  Signal  ISa 

Allegheny  Ludlum  16b 

Atmel  9d 

Bindley  Western  Inds.  12a 

Central  &  South  West  24a 

Consolidated  Papers  19b 

Donnelley  (R  R  )  21c 

Federal-Mogul  2b 

Allegheny  Power  243 

Automatic  Data  18c 

Birmingham  Steel  16b 

Central  Maine  Power  24a 

Consolidated  Stores  8 

Dover  15c 

Federated  Dept.  Stores  8 

Allergan  12b 

AutoZone  8 

B)  Services  lib 

Ceridian  18c 

Continental  Airlines  233 

Dow  Chemical  4 

Ferro  4 

AlhedSignal 5 

Averv  Dennison  15a 

Black  &  Decker  15b 

Champion  Enterprises  13b 

Cooper  Industries  93 

Dow  Jones  20 

Fieldcrest  Cannon  15d 

Allstate  17b 

Avnet21b 

Block  (H&R)  17a 

Champion  Intl.  19b 

Cooper  Tire  &  Rubber  2c 

DPL  243 

Fifth  Third  Bancorp  3b 

Alltel  22b 

Avon  Products  6d 

Blount  International  15b 

Charming  Shoppes  8 

Coors  (Adolph)  6c 

DOE  243 

Fina  1l3 

Alurrax  16a 

AVX  9d 

Boatmen's  Bancshares  3b 

Chase  Manhattan  33 

Corning  153 

Dresser  Industries  15c 

Fingerhut  8 

Alcoa  16a 

Aztar  14c 

Bob  Evans  Farms  14a 

Chesapeake  19b 

Corporate  Express  8 

Drug  Emporium  12a 

Finlay  Enterprises  8 

Amerada  Hess  1  la 

Boise  Cascade  19a 

Chevron  1l3 

Countrvwide  Credit  173 

DSC  Commons  223 

Finova  Group  173 

America  West  23a 

Boise  Cascade  Office  Prods.  21b 

Chrysler  23 

CPC  International  10b 

DTE  Energy  24a 

First  American  Finl  17a 

American  Brands  6e 

Baker  (J.)  8 

Bon-Ton  Stores  8 

Cilcorp  24a 

Cracker  Barrel  143 

Duke  Power  24a 

First  Bank  System  3b 

American  Electric  24a 

Baker  Hughes  lib 

Borders  Group  8 

Cincinnati  Bell  22b 

Crane  21b 

Dun  &  Bradstreet  20 

First  Chicago  NBO  3b 

American  Express  17a 

Ball  7a 

Borg-Warner  Automotive  2b 

Cincinnati  Milacron  15b 

Crestar  Financial  3c 

OuPont  4 

First  Data  18c 

American  General  17b 

Bally  Entertainment  14c 

Borg-Warner  Security  21  d 

Cintas21d 

Crown  Cork  &  Seal  7a 

First  of  America  Bank  3b 

American  Greetings  14d 

Baltimore  G&E  24a 

Bowater  19b 

Cipsco  243 

CSX  23b 

First  Security  3d 

American  Home  12b 

Banc  One  3b 

Boyd  Gaming  14b 

Circle  K  10c 

cue  International  21d 

Eagle  Food  Centers  10c 

First  Tennessee  Natl  3c 

American  Intl.  Group  17b 

Bancorp  Hawaii  3d 

Bradlees  8 

Circuit  City  Stores  6b 

Cummins  Engine  2b 

Eagle-Picher  Industries  2b 

First  Union  3c 

American  Management  Systems  18c 

Bank  of  Boston  3a 

Briggs  &  Stratton  15c 

Circus  Circus  14c 

Cyprus  Amax  Minerals  16c 

Eastern  Enterprises  24b 

Firstar  3b 

American  National  17b 

Bank  of  New  York  3a 

Brinker  International  143 

Cisco  Systems  18c 

Cytec  Industries  4 

Eastman  Chemical  4 

FIserv  18c 

American  Standard  13a 

BankAmerica  3d 

Bristol  Myers  Squibb  12b 

Citicorp  33 

Eastman  Kodak  14d 

Fleet  Financial  Group  3a 

American  Stores  lOc 

Bankers  Life  Holding  17b 

Brooklyn  Union  Gas  24b 

Clayton  Homes  13b 

Eaton  9a 

Fleetwood  Ents,  14d 

Ameritech  22b 

Bankers  Trust  3a 

Brown  Group  6a 

Clorox  6d 

Dana  2b 

Echlin  2b 

Florida  Progress  24a 

Ames  Dept.  Stores  8 

BanPonce  3c 

Brown-Forman  6c 

CML  Group  14d 

Danaher 15b 

Eckerd  12a 

Flowers  Industries  10b 
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Sun  designed  the  first  intranet 

bacl<  when  people  thought 
intranet  was  a 

L  The  intranet.  Everyone's  talking  about  it,  but  few  are  taking  advantage  of  it.  Wfiether  you're  talking  busmess-to-business,  or  business 
to-consumer,  Sun  can  show  you  the  opportunities  associated  with  the  intranet,  and  then  provide  you  with  the  products,  service  and 
support  to  help  you  implement  those  solutions.  Everything  from  industry-leading,  easy-to-use  Netra  '  servers  and  key  industry 


;hips,  to  the  revolutionary  Java' '  technology,  and  Solstice'  SunScreen  and  Solstice  FireWalM  security 
s.  So  don't  waste  time  and  resources  trying  to  re-create  the  wheel,  call  Sun.  After  all,  we're  the  intranet 


-we  helped  invent  it.  To  learn  more  about  Sun,  contact  us  at  http://www.sun, com  or  1-800-786-0785,  Ext.  370.     the  network  is  the  computer 


typo. 
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Fluor  21a 

Hudson  Foods  10b 

Lowe's  8 

fMC  15c 

Huffy  14d 

LSI  Logic  9d 

Foamex  International  15a 

Hughes  Electronics  9b 

LTV  16b 

Food  Lion  10c 

Hughes  Supply  21b 

Lubrizol  4 

Foodbrands  America  I  Ob 

Hunt  (J.B  )23d 

Lucent  Technologies  22a 

roro  Motor  za 

Huntington  Bancshares  3b 

Lukens  16b 

Fort  Howard  19b 

Lyondell  4 

FPL  Group  24a 
Freeport-McMoRan  16c 
Freeport-McMoRan  CiG  16c 

DHHtHUHII 

IBM  18b 

ESHIHiliHIi 

IBP  10b 

Mac  Frugal's  8 

Fritz  23c 

Illinois  Tool  Works  15a 

Mail-Well  7b 

Frontier  22b 

IIMC  Global  4 

Mallinckrodt  Group  12d 

Fruit  of  the  Loom  6a 

InaCom  21d 

Manor  Care  12c 

Fuller  (H,B.)4 

Informix  18c 

Manpower  21 d 

Furniture  Brands  6b 

Ingersoll-Rand  15c 

Mark  IV  Industries  15a 

Inland  Steel  16b 

Marriott  IntI,  14c 

Integra  Financial  3a 
Integrated  Health  Svcs  12c 

Marsh  &  McLennan  17a 
Marshall  &  llsley  3b 

Gannett  20 

Gap  8 

Intel  9d 

Marshall  Industries  21b 

Gateway  2000  18b 

Intelligent  Electronics  18a 

Mattel  14d 

GATX  23c 

Interface  15d 

Maxxam  16a 

GenCorp  2b 

Intergraph  18c 

May  Department  Stores  8 

Genentech  12b 

International  Flavors  4 

Maytag  6b 

General  Dynamics  1 

Intl.  Multifoods  10a 

MBNA  3a 

General  Electric  5 

It          *          ID            1  Oh 

international  paper  igu 

McCormick  10b 

General  Instrument  9b 

Intl.  Specialty  Prods,  4 

McDonalds  14a 

General  Mills  10b 

Interpublic  Group  21c 

McDonnell  Douglas  1 

General  Motors  2a 

Interstate  Bakeries  10b 

McGraw-Hill  20 

General  Nutrition  lOc 

Intimate  Brands  8 

MCI  Communications  22a 

General  Public  Uts,  24a 

Intuit  18c 

McKesson  12a 

General  Signal  9a 

Iomega  18b 

MCN  24b 

Genuine  Parts  21b 

Ipaico  Enterprises  24a 

Mead  19b 

Geon  4 

in  14c 

Media  General  20 

Georgia  Gulf  4 

ITT  Industries  5 

MedPartncrs/Mullikin  12c 

Georgia-Pacific  19a 

Medtronic  12d 

ueny  reiroieum  i  i  u 
Giant  Food  10c 

Mellon  Bank  3a 
Melville  8 

JiL  Specialty  Steel  16b 

Giddings  &  Lewis  15b 

Jabil  Circuit  9d 

Mercantile  Bancorp  3b 

Gillette  6d 

Jacobs  Engineering  21a 

Mercantile  Stores  8 

Golden  West  17c 

James  River  19b 

Merck  12b 

Good  Guys  6b 

Jefferson  Smurfit  7b 

Meredith  20 

buonrtcn  lo.  t.i't 

Johnson  &  Johnson  12d 

Merrill  Lynch  17a 

Goody's  Family  Clothing  8 

Johnson  Controls  15a 

Meyer  (Fred)  8 

Goodyear  Tire  S  Rubber  2c 

Jones  Apparel  Group  6a 

MGIC  Investment  17b 

Grainger  (W.W  )  21b 

JP  Foodservice  10a 

MGM  Grand  14c 

Great  ASP  lOc 

Great  Lakes  Chemical  4 

Michaels  Stores  8 
MicroAge  18a 
Micron  Electronics  18b 

GTE  22b 

K-lll  Communications  20 

Gtech  Holdings  18c 

Kaiser  Aluminum  16a 

Micron  Technology  9d 

Guidant  12d 

Kaman  21b 

Microsoft  18c 

Guilford  Mills  15d 

Kansas  City  Power  &  Light  24a 

MidAmerican  Energy  24a 

Kash  n'  Karry  lOc 

Miller  (Herman)  18a 

Kaufman  &  Broad  13b 
Kellogg  10b 

Mirage  Resorts  14c 
Mitchell  Energy  11a 

Halliburton  lib 

Handleman  21  b 

Kellwood  6a 

Mobil  11a 

Hanna  (M  A  )  4 

KeyCorp  iu 

Mohawk  Industries  15d 

Hannaford  Brottiers  10c 

Kimball  IntI  6b 

Molcx  9d 

Harcourt  General  5 

Kimberly-Clark  19b 

Monsanto  4 

Harley-Davidson  14d 

King  World  14b 

Montana  Power  24a 

Harleysvilte  Group  17b 

KLA  Instruments  9c 

Morgan  (f,P)3a 

Harman  International  14d 

Kmart  8 

Morgan  Stanley  17a 

Harnischfeger  15c 

Knight-Ridder  20 

Morton  International  4 

Harrah's  Entertainment  14c 

Kohl's  8 

Motorola  9b 

Harris  9b 

Kroger  10c 

Mueller  Industries  16c 

Harsco  15a 

KU  Energy  24a 

Murphy  Oil  11a 

Hasbro  14d 
Hawaiian  Electric  24a 

DHHHHH 

Health  Care  &  Retirement  12c 

La-Z-Boy  Chair  6b 

Nabisco  Holdings  10b 

Health  Management  Assocs,  12c 

Lafarge  1 3a 

Nacco  Industries  15b 

Healthsouth  12c 

Lam  Research  1 5c 

NaIco  Chemical  4 

Hechinger  8 

Lands'  End  8 

Nash  Finch  lOa 

Heilig-Meyers  6b 

Landstar  System  23d 

National  Semicond,  9d 

Heinz  (H.J.)  10b 

Lear  Seating  2b 

National  Service  9a 

Hercules  4 

Leggett  &  Platt  8b 

National  Steel  16b 

Hershey  Foods  10b 

Lehman  Brothers  Holdings  t7a 

NationsBank  3c 

Hewlett-Packard  18b 

Lennar  13b 

Navistar  International  2a 

Hillenbrand  15a 

Lexmark  IntI  Group  18c 

NCH  6d 

Hills  Stores  8 

Lilly  (Ell)  12b 

Neiman  Marcus  Group  8 

Hilton  Hotels  14c 

Limited  8 

NeoStar  Retail  18c 

Home  Depot  8 

Lincoln  National  17b 

New  England  Electric  24a 

Home  Shopping  8  • 

Litton  Industries  9b 

New  York  State  E&G  24a 

HON  Industries  18a 

Liz  Claiborne  6a 

New  York  Times  20 

Honeywell  9c 

Lockheed  Martin  1 

Newell  15a 

Horace  Mann  17b 

Loctife  4 

Nicor  24b 

Horizon/CIVIS  Healthcare  12c 

Long  Island  Lighting  24a 

Nike  63 

Hormel  Foods  10b 

Longs  Drug  Stores  12a 

NL  industries  4 

Household  Intl.  17a 

Longview  Fibre  7b 

Nordstrom  8 

Hubbell  9a 

Louisiana  Land  11a 

Norfolk  Southern  23b 

Noriell21d  . 
Nor1ek13a 

Northeast  Utilities  24a 
Northern  States  24a 
Northern  Trust  3b 
Northrop  Grumman  1 
Northwest  Airlines  23a 
Norwest  3b 
Novell  18c 
Nucoi  16b 
Nynex  22b 


Oakwood  Homes  13b 
Occidental  Pet,  lla 
Office  Depot  8 
OfficeMax  8 
Ohio  Casualty  17b 
Ohio  Edison  24a 
Old  Kent  Financial  3b 
0hn4 
Olsten  21  d 
Oneok  24b 
Oracle  18c 

Orange  &  Rockland  Uts,  24a 
Oregon  Steel  Mills  16b 
OrNda  HealthCorp  12c 
Oryx  Energy  lla 
Outback  Steakhouse  14a 
Owens  S  Minor  12d 
Owens  Corning  13a 
Owens-lllinois  7a 


Paccar  2a 
Pacific  GiE  24a 
Pacific  Telesis  Group  22b 
PaineWebber  Group  17a 
Pall  5 

Pamida  Holdings  8 
PanEnergy  24b 
Parker  Hannifin  15a 
Paul  Revere  17b 
Payless  Cashways  8 
PECO  Energy  24a 
Penn  Traffic  lOc 
PenneyU  C)8 
Pennzoil  lla 
Pentair  15c 
Pep  Boys  8 
Perkin-Elmer  9c 
Petsmart  8 
Ptizer12b 
Phelps  Dodge  16c 
PHH21d 
Philip  Morris  6e 
Phillips  Petroleum  lla 
Phillips-Van  Heusen  6a 
Piedmont  Natural  Gas  24b 
Pier  I  Imports  6b 
Pilgrim's  Piide  10b 
Pinnacle  West  24a 
Pioneer  Hi-Bred  10b 
Pitney  Bowes  18a 
Pittway  5 
PNC  Bank  3a 
Polaris  Industries  15a 
Polaroid  14d 
Portland  General  24a 
Potlatch  19b 
Potomac  Electric  24a 
PP&L  Resources  24a 
PPG  Industries  13a 
Praxair  4 
Premark  IntI,  5 
Premier  Industrial  21b 
Price/Costco  8 
Procter  5,  Gamble  6d 
Proffitt's  8 
Progressive  17b 
Protective  Life  17b 
Providian  17b 
PS  Co,  of  Colorado  24a 
Public  Service  Ent,  24a 
Puget  Sound  Power  24a 
Pulte  13b 


Quaker  Oats  10b 
Quaker  State  lla 
Quality  Food  Centers  lOc 
Quanex  16b 


Ralcorp  Holdings  10b 
Ralston  Purina  10b 
Raychem  9a 

Raymond  James  Finl,  17a 
Rayonier  19a 
Raytheon  9b 
Read-Rite  9d 
Reader's  Digest  20 
Reebok  International  6a 
Regions  Financial  3c 
Republic  New  York  3a 
Rcvco  D  S,  12a 
Rexel21b 

Reynolds  &  Reynolds  183 
Reynolds  Metals  16a 
Rhone-Poulenc  Rorer  12b 
Riclitood  Holdings  10a 
Rite  Aid  12a 
RJR  Nabisco  6e 
Roadway  Express  23d 
Robert  Half  International  21d 
Rochester  GiE  243 
Rock-Tenn  7b 
Rockwell  International  5 
Rohm  i  Haas  4 
Rohr  1 

Rose's  Stores  8 

Ross  Stores  8 

Rouge  Steel  16b 

Royal  Caribbean  Cruises  14d 

RPM  13a 

Rubbermaid  15a 

Ruddick  lOc 

Russell  6a 

Ryder  System  23c 

Rykotf-Sexton  lOa 


Safeco  17b 

Safeguard  Scientifics  18c 
Safety-Kleen21d 
Safeway  lOc 
Sallie  Mae  173 
Salomon  17a 
Sara  Lee  10b 
SBC  Communications  22b 
Scana  24a 
Schering-Plough  12b 
Schlumberger  lib 
Sctiolastic  20 
Schulman  (A )  4 
Schwab  (Charles)  I7a 
SCI  Systems  9d 
Scientific-Atlanta  22a 
Scripps  (E.W.)20 
Seagate  Technology  18b 
Sealed  Air  15a 
Scars,  Roebuck  8 
Service  Corp.  IntI  21d 
Service  Merchandise  8 
ServiceMaster  21d 
Shaw  Industries  15d 
Sherwin-Williams  13a 
Shoney's  143 
ShopKo  Stores  8 
Silicon  Graphics  18b 
Smart  &  Final  103 
Smith  (A,0,)2b 
Smith  International  lib 
Smith's  Food  &  Drug  10c 
Smithfield  Foods  10b 
Snap-on  15b 
Solectron  9d 
Sonat  24b 
Sonoco  Products  7b 
So,  East,  Michigan  Gas  24b 
Southern  24a 
Southern  National  3c 
Southern  New  Eng,  Tel,  22b 
Southern  Union  24b 
Southland  10c 


Southwest  Airlines  23a 
Southwestern  PS  24a 
Spiegel  8 

Sports  i  Recreation  8 
Sports  Authority  8 
Springs  Industries  15d 
Sprint  22a 
SPX  2b 

St,  Jude  Medical  12d 
Standard  Federal  Bancorp  17c 
Standard  Motor  Prods,  2b 
Standard  Products  2b 
Standard  Register  18a 
Stanley  Works  15b 
Staples  8 

State  Street  Boston  3a 
Stewart  4  Stevenson  15c 
Stone  &  Webster  21  a 
Stop  &  Shop  lOc 
Storage  Technology  18b 
Strawbridge  &  Clothier  8 
Strvker12d 
Summit  Bancorp,  3a 
Sun  lla 

Sun  Microsystems  18b 
Sun  TV  &  Appliances  6b 
SunAmerica  17b 
Sundstrand  1 
SunTrust  Banks  3c 
Super  Food  Services  10a 
Supervalu  10a 
Sybase  18c 
Sysco  10a 


Taibots 
Tandem  Computers  18b 
Tandy  6b 
TCF  Financial  17c 
Tech  Data  18a 
Teco  Energy  24a 
Tecumseti  Products  13a 
Tektronix  9c 
Teledyne  5 
Teleflex  15a 

Telephone  i  Data  Sys,  22a 
Tellabs  22a 
Temple-Inland  7b 
Tenet  Healthcare  12c 
Tenneco  5 
Teradyne  9c 
Terra  Inds,  4 
Texaco  11a 
Texas  Industries  13a 
Texas  Instruments  9d 
Textron  5 
Thiokol  1 

Thorn  Apple  Valley  10b 
3Com  18b 

360  Communications  223 

Tiffany  8 

TIG  Holdings  17b 

Time  Warner  20 

Times  Mirror  20 

Timken  15c 

Titan  Wheel  IntI,  16b 

TJX  8 

TNT  Freightways  23d 
Toro  6b 
Tosco  lla 
Toys  R'  Us  8 
Tracer  9b 

Trans  World  Entertainment  14d 
Transamerica  17b 
Travelers  Group  17a 
Tribune  20 
Trinova  ISa 
TRW  5 

20th  Century  Industries  17b 
TycoInt!  15c 


Ultramar  lla 

Unicom  243 

Unifi  15d 

Union  Camp  7b 

Union  Carbide  4 

Union  Electric  24a 

Union  Pacific  23b 

Union  Texas  lla 

Uniroyal  Chemical  4 

Unisys  18b 

United  Stationers  21b 

United  Technologies  1 

United  Wisconsin  Services  12c 

Unitrin  17b 

Universal  Foods  10b 

Universal  Health  12c 

Unocal  lla 

UNUM  17b 

US  West  Communications  22b 
USAir  Group  23a 
USF&G  m 
UST  6e 

USX-Delhi  Group  24b 
USX-Marathon  lla 
USX-U.S,  Steel  16b 


Valassis  Common,  21c 
Valero  Energy  1  la 
Valhi  5 
Value  City  8 
Varian  Associates  9b 
Varity  15c 

Vastar  Resources  11a 
Vencor 12c 
Venture  Stores  8 
VF  6a 

Viking  Office  Products  8 
Village  Super  Market  10c 
Volt  Info  Sciences  21d 
Vons 10c 

Vulcan  Materials  13a 
VWR  Scientific  Products  21b 


Waban  8 
Wachovia  3c 
Wal-Mart  Stores  8 
Walgreen  12a 
Wallace  Computer  18a 
Walter  Industries  16b 
Warner-Lambert  12b 
Washington  Gas  Light  24b 
Washington  Post  20 
Washington  Water  Power  24a 
Webb  (Del)  13b 
Weis  Markets  10c 
Wells  Fargo  3d 
Western  Atlas  lib 
Western  Digital  18b 
Western  Resources  24a 
WestPomt  Stevens  6a 
Westvaco  19b 
Weyerhaeuser  19b 
Whirlpool  6b 
Whitman  5 

Willamette  Industries  19a 
Williams-Sonoma  6b 
Winn-Dixie  Stores  lOc 
Witco  4 

WMX  Technologies  21a 
Wolverine  Tube  16c 
Woolworth  8 
Worthington  Inds.  18b 
WPS  Resources  24a 
Wrigley  (Wm.)  Jr.  10b 

noEmmm 

Xerox  18b 
York  Intl.  13a 
ZaIeS 

Zeigler  Coal  Holding  11a 
Zenith  Electronics  6b 


144  BUSINESS  WEEK  /  MAY  13,  1995 


0 


he  readers  of 
Business  Week 
have  recognized 
twelve  distinguished 
advertisers  for  creating 
the  best  remembered 
corporate  campaigns 
of  1995. 


The  winners  were 
determined  based 
on  1995  advertising 
readership  scores 
compiled  for  Business 
Week  by  Roper  Starch, 
an  independent  research 
firm  and  the  acknowledged 
readership  measurement 
standard  for  the  print 
/  industry. 

Business  Week  is  proud  to 
recognize  these  companies  for 
excellence  in  corporate  advertising 
and  award  them  with  a  symbol 
of  excellence,  the  Steuben 
crystal  eagle. 

Representative  ads  of 
the  winning  campaigns 
are  shown  on  the 
I    following  pages. 


omJl?arn^ 


ALEX  TROTMAN, CHAIRMAN,  PRESIDENT  &  CEO 
WELLS  RICH  GREENE  BDDR  NEW  YORK,  NY 


O  IJR  DESIGNIS  ARE  CONSTANTLY  CHANGING 
BUT  OUR   PHILOSOPHY  REMAINS  THE  SAME 


CyafjUal  (iSermces 

GARY  C.  WENDT,  CHAIRMAN,  PRESIDENT  &  CEO 
MCCANN-ERICKSON  WORLDWIDE,  NEW  YORK,  NY 


Our  Business  Is  Helpmg¥)urs' 
Make  The  Competition  Wish  They  Weren't. 


To  uun  in  Indayx  moiiflpln<r.  you  (dn't  tijfmd  lu  imih  a 
urroiig  move.  You  nrtd  lo  tluiik  ahtnii  And  idifn  ymi'n  fooAnig  to 
tome  up  liiilh  nrw  and  smarUr  wayi  oj  fnoviding  real  value  to  your 
nistamm,  we  can  pif  you  iirnt  covipfillm  fiigr 

Ijke  helping  a  health  and  Jilnexi  ttfiiipment  fumpiiny  mquiif 
the  needai  raptlal  fo  urma  seosomil  peak  aelrvtty  and  long-tenu  pnwili 
plans  Or  helping  a  leading  tnlrrnalional  atipOTt  looik  with  local 
goumimnil  agmdeila  make  their  Immpoi latum  iysteua  Uaie(^llifail 

At  GF.  OtpiUll  SavKO,  we're  26  diversified  bminafn  And 
each  one  is  dedirateti  lo  devrl/ipin^  and  dehfnngfnodufti  and  services 
thai  make  sure  you  Uay  nhend  of  the  game  If  jmi're  looking  lo  btrvmt 
more  ompelifive.  <aU  l-m-243-2222  today  li  s  a  smart  wow 


GB  Capital  Services 


QfCeLoleH  -^Jackard  Cyomf^anij 

LEWIS  E.  PLATT,  CHAIRMAN,  PRESIDENT  &  CEO 
SAATACHI  &  SAATCHI,  SAN  FRANCISCO,  CA 


orporation 


LOUIS  V.  GERSTNER  JR.,  CHAIRMAN  &  CEO 
OCILVV  cS  MATHER,  NEW  YORK,  NY 


u  ve  gotm^  to  get 


Lister  on  the  keyboard.'' 


WILLIAM  H.  GATES,  CEO  &  CHAIRMAN  OF  THE  BOARD 
ANDERSON  &  LEMBKE,  SAN  FRANCISCO,  CA 


ON  A  F  RI  DAY. 


YO  U  R 


ULANCE 


.JY^C^^^  Corporation  (formerly  AT&T  CIS) 

LARS  NYBERG,  CHIEF  EXECUTIVE  OFFICER 
FCB/LEBER  KATZ  PARTNERS,  NEW  YORK,  NY 


inane la 


19, 


rou 


DAVID  J.  DRURY,  CHAIRMAN  &  CEO 
E.H.  BROWN  ADVERTISING.  INC.,  CHICAGO,  IL 


DONALD  R.  BEALL,  CHAIRMAN  OF  THE  BOARD  &  CEO 
BOZELUSALVATI  MONTGOMERY  SAKODA,  COSTA  MESA,  CA 


"feu'll  see  a  lot  more  in  Rockwell 
than  you  ever  imagined. 


IIj\I>FRSHM'  Companies  ihat  have  ij  powcM  thi 
to  reinvent  thcnuclves  by  recognizing  and  tcvet^- 
ing  global  buiincu  oppottiinitiei.  A  1'he  way 
Rocbwril,  ovei  the  lui  ten  yran.  hu  iranU^nimod 
Kicir  into  a  dynintK  lommciciil  force 
A  Today  Rockwcll'i  ludmhip  it  rcdcacd 
in  i  »Io  mix  that  n  more  than  70  pacrni 
commcKul  and  inietnacionJ  buiincss. 
Making  u*  a  rapidly  growing  $13  *^ 
billion  force  m 


componeno  lo 
indunrial  auiomarion  —  while 


f  oui  lead^thip  postcions  in  icrospice  and 
lefenie  electranKs  A  Whether  w'rc  puiang 

□ui  Cutliru  aviooia  on  every  major  airline 
hjtimg  out  brakes  on  75  percent  of  aJt  new  big 
rig.v  tquipping  70  percent  of  the  woild'i  modcnu 
fiih  Rotkwdi  chipi  foi  computer  tnd  fax 
u.mmun»caiiom.  Or  building  a  $4  billion 
gkthJ  industrial  aiitomanon  enierprur 
V     with  oui  Allen-Bradley  and  Reliance 

tkvtm  bunncscs.  A  li  s  time  to  change 
your  pcn;epQon  ofRodwcll.  fw  further 
infmmanon  aboui  oiir  acrivities.  wnit 
KiKiwdLPO  Bo»42Sl.nepi  BWU. 
Seal  Beach.  CA  9074(Mt25 1  Thcic  days,  we're  a  wry 
difl^rent  company  from  the  one  yoii  iliink  you  kn<iw 

.  ^nocfmieff 


Co 


lemens  Kyorf^oraiion 

ALBERT  HOSER,  PRESIDENT  &  CEO 


SIEMENS 


1866.  That  was  then. 


1996.  This  is  now. 


'  Stom»ni  ^rMlahm  ThlnUng 


4 


rim 


WILLIAM  T.  ESREY.  CHAIRMAN  &  CEO 
GREY  ADVERTISING  INC.,  NEW  YORK.  NY 


Thanks  to  Sprint  Business, 
we're  doing  more  business  in  skis." 


l-fi00-S16-REAL 


f 


s 


JERRY  R.  JUNKINS,  CHAIRMAN,  PRESIDENT  &  CEO 
MCCANN-ERICKSON  WORLDWIDE,  DALLAS,  TX 


"Vmnhs  to  videocon/tTcndng. 
HOW  i  spend  more  time  chasing 
my  Uck  imlcad  of  airplanes." 


inners 

^^Lvards 

jor  Excellence 
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Amoco  Chemicals 
Andersen  Consulting 
Digital  Equipment 
Fortis 
Fujitsu 
GE  Capital 
IBM 

Morgan  Stanley 
Norfolk  Southern 

Siemens 
Sun  Microsystems 
Unisys 


/993 

Amoco  Chemicals 

Citibank 
Digital  Equipment 
Fortis 
Fujitsu 
IBM 

Norfolk  Southern 
Siemens 
Sprint 
Sun  Microsystems 
Tandem 
Unisys 


/992 


AKZO  NV 
American  International  Group 
Amoco  Chemicals 
Andersen  Consulting 
Cigna 
Digital  Equipment 
Eastman  Kodak 
Fujitsu 
Hitachi 
IBM 

Norfolk  Southern 
Siemens 
Timken 
Unisys 
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tADIO  SHACK  LOOKS 
.IKE  A  PALACE  MOW 

new  focus  on  service  has  made  it  Tandy's  hottest  unit 


me 
oice 


■  Mhen  Tandy  Corp.  tapped 
iJlB  Leonard  H.  Roberts  to  be 
president  of  its  flagship  Ra- 
i  W  dioShack  chain  in  July,  1993, 
observers  thought  it  an  odd 
After  all,  what  could  a  guy  from 
3  food  business  know  about  consumer 
ictronics?  Jim  Livingston,  president 
a  RadioShack  dealers'  gi'oup,  recalls 
5  comment  when  he  heard  about 
iberts:  "Where  is  he  going  to  put  the 
lad  bar?" 

Livingston  isn't  making  wisecracks 
ymore.  With  a  new  focus  on  the  ser- 
re  side  of  the  business,  Roberts,  47, 
s  brought  salad  days  back  to  Ra- 
)Shack.  While  the  Fort  Worth-based 
ndy's  other  chains  are  floundering, 
idioShack's  sales  and  profits  are  up 
lartly.  That  has  positioned  Roberts — 
10  also  became  president  of  the  $5.8 
lion  Tandy  in  January — as  heir  ap- 
rent  to  Chief  Executive  John  V. 
■ach,  57.  Tandy  officials  declined  to 
;pond  to  questions. 
The  first  outsider  to  run  RadioShack, 
berts  has  revitalized  the  6,836-store 


chain,  mainly  by  highlighting  customer 
service.  Yes,  RadioShack's  core  business 
still  consists  of  such  hard-to-find  doo- 
dads as  diodes  and  cables.  But  you  can 
also  activate  your  cellular  phone  or  have 
a  radio  gift-wrapped  and  shipped.  "The 
company  was  born  again  with  outside 
leadership,"  says  Tandy  director  and 
former  RadioShack  President  Lewis  F. 
Kornfeld  Jr. 

Roberts'  hiring  has  paid 
On  Apr.  18,  Tandy  reported 
that  RadioShack's  first- 
quarter  same-store  sales 
rose  5%,  compared  with  flat 
sales  at  rival  Circuit  City 
Stores  Inc.  and  1%  at  Best 
Buy  Co.  Analyst  George  F. 
Sutton  of  Rauscher  Pierce 
Refsnes  Inc.  estimates  that 
RadioShack's  operating 
earnings  were  up  10.3% 
over  the  previous  year. 
Overall,  Tandy's  operating 
income  was  $53  million 
excluding  an  accounting 
charge,    an    increase  of 


k 

ROBERTS:  Before  join 
ing  Tandy,  he  tripled 
profits  at  Shoney's 


MAY  I  HELP  YOU?  Cellular  phonies  and 
satellite  systems  lure  new  customers 

4%    from    the    year-ago  quarter. 

An  energetic  marketer,  Roberts  had 
previously  engineered  key  customer-ser- 
vice progi-ams  and  slick  campaigns  that 
tripled  profits  at  both  Arby's  Inc.  and 
Shoney's  Inc.  His  experience  oversee- 
ing some  2,000  sites  at  each  of  the 
chains  helped  bridge  the  gap  between 
roast  beef  and  electronic  gizmos. 
REPAIRS  AND  GIFTS.  Roberts  wasted  lit- 
tle time  at  RadioShack.  Within  months, 
he  had  junked  its  longtime  slogan, 
"America's  Technology  Store,"  in  favor 
of  the  current  service-oriented  tag  line, 
"You've  got  questions.  We've  got  an- 
swers." New  offerings  include  electron- 
ics repairs  for  RadioShack  and  other 
branded  goods,  a  gift  service,  and  in- 
store  kiosk-catalogs  for  ordering  100,000 
hard-to-find  items.  Salomon  Brothers 
Inc.  analyst  David  C.  Childe  estimates 
the  repair  and  gift  services,  launched 
'  1994,  racked  up  a  cool  $75  milhon  in 
sales  last  year. 

Roberts  has  also  moved 
RadioShack  further  away 
from  personal-computer-re- 
lated products,  where  prices 
are  falling.  The  new  mix 
stresses  higher-margin  items 
such  as  private-label  batter- 
ies and  electronic  parts. 
That's  why  RadioShack's 
gross  margins  of  49%  are 
more  than  double  Circuit 
City's  23.3%  and  nearly  four 
times  Best  Buy's  13%. 

Another  initiative  was  to 
better  utilize  RadioShack's 
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The  potential  for  rapid  acceler- 
ation usually  hints  at  a  risky  proposition. 
But  not  when  the  vehicle  in  question 
IS  a  Saab  900  SE Turbo  Convertible. 
True,  it  delivers  open-air  exhilaration 
as  it  soars  from  0  to  60  in  6.9  seconds.* 
But  unlike  other  convertibles,  its  per- 
formance doesn't  become  sluggish 
when  the  climate  changes.  It  has 
front-wheel  drive  for  superior  han- 
dling and  a  triple-insulated  top  for 
comfortable  driving  in  every  season. 
Which  makes  it  the  perfect  vehicle 
for  any  conditions. 

Call  foi-  a  free  Saab  Excursion 
Kit  giving  complete  information  on  all 
our  models.  And  the  perfect  Saab  to 
find  your  own  road. 


...  /Cir->  Itrt.' 


•Road  4  froct.  Februjry  l<596 
©1996  SAAB  CARS  USA.  INC 
www  i.i.ibus.i  com 
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database  of  80  million  names — one  of 
retailing's  largest — with  targeted  mar- 
keting. And  Roberts  is  adding  hot  items 
such  as  direct  satelhte  systems  (dss) 
from  RCA  and  Tele-Communications' 
Primestar,  cellular  phones  from  (iTE,  and 
IBM's  Aptiva  PC  to  attract  brand-con- 
scious customers.  While  rivals  sell  some 
of  these,  RadioShack  has  won  some  ex- 
clusive deals. 

Donald  E.  Herr,  Primestar's  senior 
vice-president  for  sales  and  distribution, 
says  RadioShack's  vast  network  of 
stores  helped  it  land  Primestar's  distri- 
bution deal.  "If  you  ask  95%  of  the  pop- 
ulation where  a  RadioShack  is,"  says 
Hen',  "they  will  know." 
The  service  emphasis 
also  made  a  difference. 
"Four  to  five  years 
ago,"  Herr  adds,  "we 
would  have  looked  for 
a  different  partner." 

Service  agreements 
with  Primestai'  and  oth- 
ers have  also  created 
an  incremental  revenue 
stream.  Under  the 
Primestar  agreement, 
customers  who  buy 
their  equipment  at  Ra- 
dioShack pay  the  retail- 
er both  a  percentage  of 
the  installation  and  a 
chunk  of  the  ongoing 
monthly  progi'amming 
fees.  Analyst  Childe 
says  RadioShack  plans 
to  add  one  to  two  new 
service  alliances  each 
year,  with  each  adding 
up  to  $100  million  in  annual  sales  vdthin 
two  to  thi-ee  years. 

FUTURE  SQUEEZE.  Although  Roberts' 
emphasis  on  popular  products  such  as 
cellular  phones  and  dss  has  helped  turn 
RadioShack  around,  his  success  has  also 
handed  the  company  a  new  challenge. 
Because  these  products  are  less  prof- 
itable than  staples  such  as  cables  and 
cords,  they  have  begim  putting  some 
pressure  on  gi'oss  margins.  With  over- 
head already  more  than  twice  as  high  as 
its  competitors — mostly  because  it  has 
smaller  stores  in  many  moi'e  locations — 
this  could  pose  a  problem.  "RadioShack 
has  to  maintain  margins  of  50%  or 
thereabouts  to  remain  profitable,"  says 
analyst  Ursula  H.  Moran  of  Sanford  C. 
BeiTistein  &  Co.,  "or  it  has  to  cut  costs 
dramatically." 

RadioShack's  revival  couldn't  come  at 
a  better  time  for  Tandy — or  for  Roach, 
who  has  overseen  a  host  of  failed  strate- 
gies since  he  became  ceo  in  1981.  While 
Tandy's  sales  have  more  than  tripled 


RADIO  SHACK'S 
SALES  REBOUND... 
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A  MILLIONS  OF  DOLLARS 

DATA:  COMPANY  REPORTS.  CHICAGO  CORP 
SALOMON  BROTHERS  INC. 


since  Roach  took  the  reins,  profits  an 
up  a  paltry  25%.  And  Tandy's  tota 
shai'eholder  return  over  the  past  decadi 
is  a  dismal  13%,  vs.  nearly  170%  fo 
the  Standard  &  Poor's  500-stock  inde.x 
Indeed,  RadioShack's  performance  seem 
to  be  the  exception.  Since  1993,  when  h^ 
ditched  PC  manufacturing  to  return  t 
retailing,  Roach  has  been  revampin; 
RadioShack  and  developing  Tandy's  oth 
er  two  units,  superstore  chains  Com 
puter  City  and  Incredible  Universe, 
"gigastore"  packed  with  everything  fi'or 
blenders  to  computers. 
DOCILE  BOARD.  But  the  two  chains  hav> 
been  major  disappointments,  losing 
combined  $50  millio 
last  year.  This  mean 
RadioShack  accounts 
for  all  of  Tandy's  199 
net  income  of  $212  mi 
lion,  down  5.5%  froi 
1994.  "The  only  reaso 
Mr.  Roach  still  has 
job  is  because  of  R 
dioShack,"  says  outspc 
ken  Roach  opponen 
Matthew  D.  Upchurcl 
grandson    of  Tand 
founder    Charles  I 
Tandy  and  son  of  boar 
member  Jesse  L.  Uj 
church.    The  famil 
owns  2.4%  of  the  con 
mon    stock.  Indee( 
many  observers  se 
Roberts  as  a  shoo-i| 
for  the  top  job. 
something  happened  t 
[Roach]  today,'"  says  d 
rector  Jack  L.  Mes 
man,  ceo  of  Union  Pacific  Resourc( 
Group,  "we  would  certainly  conside 
Len."  Ironically,  though,  Roberts'  su 
cess  could  slow  his  ascent  by  bolsterir 
Roach's  shaky  tenure. 

In  recent  months,  Tandy  stock  h; 
climbed  fi'om  its  52-week  low  of  34'X 
around  52^,  primarily  because  of  R 
dioShack.  And  Roach  remains  firmly 
control — thanks  in  part  to  a  docile  boai 
stacked  with  associates.  After  Roa( 
stared  down  angiy  shareholder-righ 
gi-oups  in  the  early  '90s,  many  gave  i 
and  sold  their  stakes.  The  cun-ent  i 
vestor  crop  isn't  sweating  yet.  "They'^ 
stumbled,"  says  Richard  L.  Jenkin 
portfolio  manager  for  Trimark  Inves 
ment  Management  Inc.,  which  owi 
4.5%  of  the  stock.  "But  management 
trying  to  fix  the  problems."  Until  th 
happens,  the  only  palatable  part 
Tandy  is  RadioShack — thanks 
Roberts'  rehsh  for  customer  sei-vice. 

By  Stephanie  Andersi 
Forest  in  Dall 
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900  SE  Turbo  Convertible 


The  Saab  900  Turbo  Convertible  may  necessitate  a  few  extra  trips  to  the  stylist,  but  you'll  love  the  ride.  For  one  thing,  you 
can  bring  company  Its  spacious  interior  comfortably  seats  up  to  four  full-size  adults.  And,  at  0  to  60  in  6.9  seconds,*  you'll  also 
doubtless  appreciate  being  able  to  leave  drivers  of  the  BMWZ3  and  Audi  Cabriolet  clutching 
their  toupees.  For  a  free  Saab  Excursion  Kit,  call  I -800-582-SAAB,  Ext.  249.  www.saabusa.com 


•Saab  test.  Rood  &  Track.  2/96.  BMW  Z3  test,  Rood  &  hock.  1/96  Audi  Cabnolet  test,  Rood  &  Track.  7/94  ©1996  SAAB  CARS  USA.  INC. 
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PICK  YOUR  MOMENT- 

AND  CATCH  A  RISING  SPIN-OFF 


CompuServe,  Lucent 
Technologies,  360'' 
Communications,  Pay- 
less  ShoeSource:  Not  long 
ago,  they  were  all  attached 
to  huge  coi"porations.  But  to- 
day, they  are  stand-alone 
companies,  the  products  of  a 
recent  spate  of  spin-offs  that 
shows  no  sign  of  slackening. 
Some  $70  billion  in  spin-off 
deals  ai-e  expected  to  be  com- 
pleted this  year,  up  from  $48 
billion  in  1995 
and  $27  billion 

in    1994,  ac-   

cording  to  J.  Randall  Wool- 
ridge,  a  finance  professor  at 
the  .Smeal  College  of  Busi- 
ness Administration  at  Penn- 
sylvania State  Univei-sity  and 
co-author  of  recent  studies  on 
spin-off  investing. 

Spin-offs  seem  to  work  to 
everyone's  best  interests:  The 
parent  gets  rid  of  a  troubled 
or  unrelated  business  and 
usually  receives  a  quick  jolt 
to  a  slumping  stock  price. 
The  imshackled  offspring  gets 
a  chance  to  fly  on  its  own. 
And  investors  get  a  shot  at  a 
new,  potentially  lucrative  buy. 
"Spin-off  stocks  are  a  very 
good  place  to  look  for  value," 
says  Woolridge. 
TWO  FLAVORS.  That's  true 
whether  the  deal  takes  the 
form  of  a  100%  tax-free  di- 
vestiture or  an  equity  carve- 
out.  In  a  pure  spin-off,  the 
parent  company  simply  gives 
away  the  business  to  exist- 
ing shareholders — as  Sprint 
did  with  360°  Communica- 
tions in  March  (BW— May  6) 
and  May  Department  Stores 
did  with  Payless  ShoeSource 
this  month.  In  an  equity 
carve-out,  •  some  of  the  sub- 
sidiary's stock  is  sold  through 
an  initial  public  offering,  and 
the  remaining  shares  are 
spun  off  to  existing  share- 
holders later  on.  Examples  of 
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equity  carve-outs  in  Apiil  in- 
clude Compuserve  from  h&r 
Block  ,  and  Lucent  Technolo- 
gies from  AT&T. 

Regardless  of  the  struc- 
ture, spin-offs  tend  to  out- 
perform the  stock  market 
over  time.  Woolridge,  with 
Penn  State  colleague  James 
Miles  and  Patrick  Cusatis,  a 
vice-president  at  Lehman 
Brothers,  found  that  shares 
of  tax-free  spin-offs  over  a 
25-year  period 
ending  in  1990 
rose  75% 
three  years  after  being  dis- 
tributed, while  equity  carve- 
outs  through  the  1980s  and 
early  '90s  gained  60%  after 
three  years.  In  a  separate 
study  of  60  tax-fi-ee  deals  be- 
tween 1991  and  1994,  Bar- 
bara Goodstein,  an  analyst  at 
New  York  investment  bank 
Rothschild,  determined  that 
the  spin-off  shares  appreci- 
ated 28.2%,  vs.  16.5%  for 
NASDAQ  stocks  and  10.3%  for 
the  Standard  &  Poor's  500- 
stock  index. 

Why  do  spin-offs  do  so 
well?  Before  separation,  the 
business  is  often  a  small, 
troubled  division  of  a  large 
company,  fighting  an  uphill 
battle  for  capital  and  man- 
agement resources.  But  af- 
terwards, the  brand  new 
company  is  forced  to  take 
control  of  its  own  destiny. 
"There  is  a  sense  of  urgency 
for  the  newly  spun-off  com- 
pany to  bring  products  to 
market,  cut  costs,  and  curtail 
losses  because  there  is  no 
longer  a  parent  to  rely  on," 
says  Woolridge. 

For  example.  Host  Mar- 
riott Services,  a  leading  op- 
erator of  airjDort  and  toll-road 
concessions,  didn't  have  a 
chance  to  grow  as  a  sub- 
sidiary of  Host  Mairiott  Corp. 
That's  because  excess  cash 


flow  from  HMS  was  used  to 
fund  its  parent's  needs  rather 
than  its  own.  "This  business 
was  a  stepchild  to  the  hotel 
business,"  says  Michael 
Mueller,  restaurant  analyst  for 
Montgomery  Secuinties.  Not 
anymore.  As  an  independent 
company  created  in  January, 
Host  Marriott  Services  is  ex- 
panding its  international  op- 
erations and  moving  into  the 
shopping-maU  food-court  man- 
agement arena. 
HIGHER  PRICES.  Earihgi'ains, 
the  third-largest  producer  of 
packaged  bakery  products  in 
the  U.  S.,  didn't  get  proper 
attention  as  a  subsidiary  of 
brewing  giant  Anheuser- 
Busch.  Earthgrains  had  little 
incentive  to  operate  efficient- 
ly, simply  because  Anheuser- 
Busch  subsidized  it.  As  a  re- 
sult, it  competed  aggressively 
by  keeping  prices  low — while 
its  profit  margins  suffered. 


says  Peter  Doyle,  an  analys 
at  The  Spin-Off  Report, 
newsletter  based  in  Nev 
York.  Since  the  company  was 
spun  off  in  March,  manage 
ment  has  made  a  commit 
ment  to  improve  margins  h] 
maintaining  more  reasonabI< 
price  levels  and  even  raising 
prices  in  some  regions.  Th<  j; 
stock  market  has  reacted  fa 
vorably,  driving  up  the  shar( 
price  from  28  to  32%  withii  ^ 
weeks. 

Another  reason  spin-offi 
prosper  is  the  increased 
likelihood   that  the 
new  company  will 
be  acquired.  Spin- 
offs are  five  times 
as  likely  to  be  taken 
over  in  the  first  three 
years  of  trading  as 
are    their  industry 
peers,  according  to  the 
Penn  State  study.  Af- 
ter a  imit  is  spun  off,  it 
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jcomes  an  attractive  target 
■cause  it  offers  a  buyer  a 
ire  play  in  a  specific  busi- 
iss.  Take  for  example  Galen 
ospital,  the  hospital  division 
at  was  spun  off  in  Febni- 
y,  1993,  from  Humana,  the 
jalth-maintenance  organiza- 
)n.  Galen  was  acquired  by 
)spital  chain  Columbia/HCA 
ealthcare  seven  months  lat- 
— but  not  before  its  stock 
•preciated  140%. 
[LLULAR  HOOK-UP.  With  all 
e  merger-and-acquisition  ac- 
uity in  the  telecommunica- 
)ns  industry,  Sprint's  for- 
er  cellular-phone  company, 
0°  Communications,  may  be 
I  attractive  takeover  tai'get. 
lis  division  was  no  troubled 
lit.  Sprint  needed  to  spin  it 
f  to  comply  with  federal 
gulatory  requirements. 
60°  is  the  largest  pure  play 


in  the  cellular  industry,"  says 
Kevin  Roe,  telecommunica- 
tions analyst  at  abn  amro 
Hoare  Govett.  But  360°  is  not 
sitting  on  the  sidelines  wait- 
ing for  a  suitor.  On  its  own 
since  March,  it  already  has 
announced  plans  to  buy  an- 
other operator,  closely  held 
Independent  Cellular  Net- 
work. With  the  cellular  in- 
dustry growing  more  than 
35%  annually,  360°  Commu- 
nications is  well-positioned  to 
benefit.  Roe  expects  operat- 
ing cash  flow  to  increase  44% 
in  1996,  to  $374  million,  and 
revenues  to  grow  32%,  to 
$983  million. 

Among  the  numerous 
deals  lately,  analysts  think 
Highlands  Insurance  Group 
and  the  headline-grabbing 
Lucent  Technologies  are  two 
stocks  likely  to  beat  the 


Spin-Off  Winners 


SPIN-OFF/BUSINESS  PARENT 

SPIN-OFF  DATE 

RETURN* 

COOPER  CAMERON     COOPER  INDUSTRIES 

Oil  and  gas  equipment 

0  /AC 

8/95 

GUIDANT               ELI  LILLY 

Medical  equipment 

lz/y4 

153 

HARRIS  COMPUTERS  HARRIS  CORP. 

Computer  systems 

10/94 

1  /I  O 

142 

CYTEC  INDUSTRIES    AMERICAN  CYANAMID 

Chemicals 

1  0  /no 

IOC 

GARDNER  DENVER      COOPER  INDUSTRIES 

Industrial  equipment 

4/94 

109 

U.S.  INDUSTRIES  HANSON 

Diversified  consumer  products 

6/95 

77 

*  Annualized  stock-price  gain  from  spin-off  date  ttirough  4/23/96 

DATA.  SMEAL  COLLEGE  OF  BUSINESS  ADMINISTRATION,  PENNSYLVANIA  STATE  UNIVERSITTf 


market  this  year.  Lucent, 
a  telecom-gear  supplier, 
has  plenty  of  advantages 
now  that  it's  free  from 
AT&T.  Sparked  by 
deregulation,  tele- 
communications 
providers  are  rush- 
ing to  upgi'ade  their 
networks  to  improve 
service.  Lucent,  a 
behemoth  with  $21 
billion  in  1995  sales, 
will  get  a  boost  from 
customers  who  weren't 
willing  to  do  business 
with  the  company  be- 
fore the  spin-off,  when  it 
was  part  of  at&t,  a  com- 
petitor. Kathleen  Smith, 
an  analyst  at  Renaissance 
Capital,  an  institutional  re- 
search and  money-manage- 
ment firm  in  Greenwich, 
Coim.,  estimates  at  least  15% 
earnings  growth  for  Lucent 
in  1996. 

Highlands  Insui'ance  Group, 
a  regional  property  and  ca- 
sualty insurance  business 
spun  off  in  Januaiy  from  Hal- 
liburton, a  diversified  con- 
struction company,  has  a 
strong  incentive  to  succeed 
as  an  independent  entity. 
Management  owns  44%  of 
the  new  company.  What's 
more.  Highlands'  financial  po- 
sition is  strong.  Halliburton 
infused  it  with  $125  million 
in  resei*ves  before  letting  it 
go,  according  to  Doyle  of  The 
Spin-Off  Repoji. 

Of  coui-se,  not  every  spin- 


off will  thiive  on  its  own.  In- 
vestors should  be  selective 
and  look  at  individual  com- 
panies relative  to  their  spe- 
cific industries.  CompuServe, 
for  example,  may  be  the 
No.  2  provider  of  onhne  ser- 
vices (America  Online  is 
No.  1),  but  its  growth  rate 
and  profit  margins  are  de- 
clining despite  increases  in 
advertising,  notes  William 
Smith,  an  analyst  with  Re- 
naissance Capital.  And  Road- 
way Services,  a  spin-off  of 
Caliber  Systems,  is  a  union- 
ized long-distance  trucking- 
company.  Although  Roadway 
Services  rumbled  away  with 
a  debt-free  balance  sheet,  it 
faces  a  significant  competitive 
onslaught  fi'om  independent 
tioickers. 

After  investors  set  their 
sights  on  a  foiTner  subsidiaiy, 
they  should  avoid  jumping  in 
too  soon.  With  pui'e  spin-offs, 
the  market  launch  tends  to 
be  followed  by  an  immediate 
sell-off  period  that  lasts  until 
the  shares  settle  down  and 
start  to  climb  again.  Similar 
to  initial  public  offerings,  eq- 
uity carve-out  stocks  often 
appreciate  in  the  beginning, 
then  drop  back.  The  experts 
recommend  waiting  three 
months  or  so  before  investing 
in  both  types  of  plays.  Given 
the  success  and  popularity  of 
spin-offs,  however,  investors 
can  expect  their  heads  to  be 
spinning  with  opportunities 
in  the  future.    Toddi  Gutner 


BUSINESS  WEEK  /  MAY  13,  1996  157 


'    ,'  — J         '  —  [  

Personal  Business 


TIME  TO  CLICK  ONTO 
COMPUTERS  AGAIN? 


Only  weeks  ago,  com- 
puter  companies 
were  surrounded  by 
gloom  and  doom — 

and  investors  had  reason  to 
be  wary.  Inventories  were 
overloaded,  the  home  market 
was  said  to  be  played  out, 
and  overall  demand  for  per- 
sonal computers  was  turning 
sluggish.  PC  heavyweights 
such  as  Compaq  warned  of 
ho-hum  first-quarter  results. 

Yet  on  Apr.  24,  Compaq 
reported  a  stronger-than-ex- 
peeted  revenue 
rise  of  42% 
combined  with  an  earnings 
hike  of  8%.  The  stock  climbed 
3%  on  the  news.  A  day  later, 
Gateway  2000  posted"  a  31% 
rise  in  profits,  exceeding  Wall 
Street's  expectations.  The 
shares  of  chipmakers  such  as 
Intel  as  well  as  chief  Com- 
paq rivals  DeU,  Digital  Equip- 
ment, and  Hewlett-Packard 
also  rode  the  rally. 
USER-FRIENDLY.  With  all 
these  conflicting  signals,  in- 
vestors have  to  be  wonder- 
ing, what  gives?  For  one 
thing,  it  appears  that  world- 
wide PC  demand,  which  had 
been  growing  at  an  annual 
rate  of  25%  to  30%  during 
the  past  three  years,  may  not 
be  slipping  as  badly  as  was 
feared.  Current  worldwide 
growth  appears  to  be  in  the 
17%  to  20%  range,  slower  for 
sure,  but  not  alarming.  "I 
think  people  are  wak- 
ing up  to  the  fact  that 
end-user  demand  was 
never  that  bad  and 
should  actually  im- 
prove as  we  go 
through  the  year," 
says  Todd  Bakar,  man- 
aging director  of  research  at 
Hambrecht  &  Quist  in  San 
Francisco. 

Meanwhile,  analysts  be- 
lieve that  computer  makers 
are  getting  those  inventories 
in  check.  "When  the  slow- 
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down  became  obvious  to  the 
whole  industry,  the  first  step 
retail  stores,  distributors,  and 
vendors  took  was  to  reduce 
their  inventory  levels,"  says 
Vadim  Zlotnikov,  a  senior  an- 
alyst at  Sanford  C.  Bernstein 
in  New  York.  Compaq's  in- 
ventory dropped  to  $1.9  bil- 
lion in  the  first  quarter,  down 
$221  miUion  fi'om  the  end  of 
last  year  Intel's  levels  fell  to 
about  $1.5  billion  from  just 
over  $2  billion. 

Certainly,  caution  is  in  or- 
der Now  that  inventories  are 
leaner  and  reorder  rates  are 
picking  up, 
"the  danger  is 
we  can  see  a  repeat  of  last 
year,  where  the  consensus 
view  of  an  extraordinarily 
strong  second  half  doesn't 
materialize,"  says  Zlotnikov. 

Looking  forward,  investors 
hoping  to  avoid  such  a  sce- 
nario may  want  to  concen- 
trate on  the  companies  that 
boast  low  inventory  risk. 
They  include  Dell  and  Gate- 
way, which  sell  directly  to 
customers.  "These  companies 
build  to  order.  They  don't 
build  to  forecast,  so  they 
don't  get  stuck  with  this 
stuff,"  says  Eugene  Glazer,  a 
technology  analyst  at  Dean 
Witter  in  New  York. 

Gateway  has  been  running 
television  spots  to  increase 
its  brand  awareness,  and  it 
also  recently  unveiled  Desti- 
nation, the  first  combination 
large-screen  TV  and  computer. 


Many  analysts  think  Com- 
paq's stock  still  has  life  to  it. 
Beyond  getting  inventory  in 
order,  Compaq's  server  busi- 
ness has  folks  excited. 
Servers  account  for  less  than 
a  quarter  of  sales  but  nearly 
half  its  profits.  Compaq  also 
plans  to  bring  out  a  promis- 
ing line  of  PC  attachments  de- 
veloped with  Fisher-Piice  and 
aimed  at  children,  including 
an  oversize  kiddie  keyboard 
and  a  driving  toy. 

The  drive  along  AST  Re- 


1 


fore  a  comparable  Toshibj 
model.  But  "they're  caught 
a  veiy  difficult  position,"  sa; 
Kei  Yamamoto,  assista; 
portfolio  manager  at  FrankU 
Resources  in  San  Mate( 
Calif.  For  one  thing,  Diery 
goal  is  shared  by  Dell  an 
Gateway,  which  are  mor 
nimble.  In  addition,  AST  ha 
been  losing  ground  to  rel 
tive  upstarts  in  the  PC  bus 
ness  such  as  hp,  which  is 
favorite  of  Yamamoto's. 
The  shares  of  Dier^s  aim 
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Market  share  is  slipping, 
and  other  problems  persist 

AST 

(ASTA) 

191^ 

Tough  road  ahead  in  exe- 
cuting its  strategy  of 
beating  Dell  and  Gateway 
to  market  with  new 
technology 

COMPAQ 

(CPQ) 

47 

56X 

Stronger  earnings  than  fore 
cast;  reduced  inventory 
levels 

DELL 

(DELL) 

46M 

49^ 

Minimizes  inventory  risk  by 
selling  directly  to  customers 
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2000 

(GATE) 

35X 

m 

Direct  marketer  builds 
machines  to  order,  doesn't 
have  excess  inventory 

INTEL 

(INTO 

68K 

Still-decent  PC  demand 
bodes  well  for  micro- 
processor giant 

*  4/29/96 

search's  road  is  far  bumpier 
AST  has  been  bleeding  red  ink 
lately.  Now  backed  by  a  huge 
bank-credit  guarantee  from 
Samsung  Electronics,  which 
owns  40%  of  the  stock,  new 
AST  CEO  Ian  Diery  has  laid 


Investors  should  focus  on  makers 
with  low  inventory  risk 


The  big  question  is  whether 
Gateway's  stock  already  re- 
flects these  developments: 
The  day  after  its  positive 
earnings  release,  the  shares 
were  battered  back  down  by 
9%. 


out  an  ambitious  plan  to  be 
fii'st  to  market  with  products 
built  around  the  latest  tech- 
nology. Diery  claims,  for  ex- 
ample, that  a  notebook  PC 
with  a  133-Mhz  Pentium 
processor  w\\\  come  out  be- 


DATA:  BLOOMBERG  FINANCIAL  MARKETS,  BUSINESS  WEEH 

mater,  Apple  Computer,  mu; 
also  be  deemed  a  long  she 
though  there  are  a  few  d 
velopments  the  company 
pinning  its  hopes  on.  The  ri; 
of  the  Internet  plays  more 
Apple's  strengths  than  tho; 
of  other  makers,  sa; 
Dean  Witter's  Glazer, 
part  because  Apple 
computers  are  the  dor 
inant  choice  of  graph 
designers  working  ( 
the  Web.  Still,  Glaz. 
and  other  analysts  he 
itate  to  recommend  Appk 
stock  just  yet.  But  as  tl 
computer  industry  has 


cently  demonstrated,  wh 
looks  gloomy  today  c; 
brighten  up  a  lot  faster  th; 
expected.        Edward  Ba 
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ONLINE  •  NOW  BETTER 

THAN  EVER. 


Now  the  Business  Week  Online  you  know  and  count  on  is  even  better.  The  service  has  been 
redesigned  from  the  ground  up  to  make  it  simple  for  users  to  get  to  the  information  they  want  quickly. 
Business  Week  Online  is  easier  to  navigate,  more  interactive  and — most  important — it's  a  lot  more  fun. 


This  area  contains  many  features  not  found  in  the  weekly  magazine, 

focusing  on  particular  interest  areas: 
Small  Business  Center,  The  Computer  Room,  Investors  Central,  Women 
and  Business,  and  many  more. 


join  lively  online  debates,  held  several  times  weekly,  to  discuss  timely  topics 
\^M^M^M^K^M^^[^M^^^^^M  with  our  editorial  staff  and  a 
range  of  well-known  business  professionals,  such  as  Labor  Secretary 
Robert  Reich,  Oracle  CEO  Larry  Ellison,  and  SEC  Chairman  Arthur  Levitt. 
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Search  back  issues  of  Business  Week  to 
get  the  exact  information  you  need. 


Try  Business  Week  Online  for  yourself  Call  1-800-641-4848  for  a  trial  diskette,  including  10  free  hours  on  AOL  For 
more  information  or  for  advertising  opportunities,  contact  Cydney  Harris,  Business  Week  Online  Product  Manager, 
at  212-51 2-3 1 58  or  at  CydBW@aol.com. 
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BUSINESS  TRIPS 
WITH  TOTS  IN  TOW 


When  Chicago  Mer- 
cantile Exchange 
Chairman  Jack  Sand- 
ner  gets  done  with  a 

long  day  of  seminai-s  and  net- 
working at  an  annual  Boca 
Raton  (Fla.)  industry  meet- 
ing, he  tiptoes  through  his 
suite,  undresses  in  the  dark, 
and  quietly  climbs  into  bed. 
He's  trying  not  to  wake  a 
child.  At  various  times,  each 
of  Sandner's  seven  kids,  ages 
5  to  27,  has  been  his  com- 
panion on  business  trips. 
Michael  has  accompanied  Dad 
to  China,  Chiistopher  toured 
Japan,  and  Angela  explored 
Britain.  "It  broadens  their 
horizons  and  brings  us  clos- 
er," he  says. 

A  growing  number  of 
hardworking  parents  feels 
the  same  way.  In  1994,  43.4 
million,  or  15%,  of  all  busi- 
ness trips  included  a  child,  a 
63%  increase  from  1990,  says 
the  Ti'avel  Industry  Assn.  in 
Washington.  The  average 
business  traveler  is  41,  a  pro- 
fessional, manned,  and  a  par- 
ent. Such  folks  are  trying  to 
balance  work  demands  with 
spending  more  time  with 


their  offspring.  "People  are 
desperate  for  time  with  their 
kids.  They'll  squeeze  in  fami- 
ly time  whenever  they  can," 
says  Eileen  Ogintz,  author  of 
the  syndicated  column  "Tak- 
ing the  Kids,"  which  appears 
in  50  newspapers. 

Bringing  a 
youngster  along  is 
often  a  bargain.  Many  hotels 
don't  charge  for  kids  who 
stay  in  their  parent's  room, 
and  fr"equent-flier  miles  often 
take  care  of  kiddie  airfare. 
Unlike  the  past,  when  trips 
had  to  coincide  with  summer 
vacations  and  spring  breaks, 
many  parents  today  seem 
comfortable  pulling  their  chil- 
dren out  of  school.  Kids  take 
along  homework  and  teach- 
ei's  tailor  projects  around  the 
destination,  whether  it's  Eu- 
rope or  the  Southwest. 
NATURE  WALKS.  The  kifl-trav- 
el  trend  is  a  gold  mine  for 
hotel  chains,  meeting  plan- 
ners, and  day-care  specialists. 
Camp  Hyatt,  the  Hyatt  Ho- 
tels chain's  seven-year-old  na- 
tional program  to  attract  re- 
peat child  visitors,  has  seen 
dramatic  gi'owth  in  the  num- 
ber of  kids  on  business  trips, 
says  director  Ann  Lane.  For 


TRAVEL 


$18  to  $62  a  day,  Camp  Hy- 
att provides  fim  activities  for 
the  children  of  any  guest.  But 
it  also  offei"s  special  programs 
for  kids  who  accompany  their 
parents  to  corporate  meet- 
ings. When  executives  from 
Fort  Deai'borTi  Life  Insurance 
held  an  awards  party  in 
March  at  the  Scottsdale 
(Aiiz.)  Hyatt,  children  were 
kept  busy  in  an  arts  and 
crafts  room  nearby.  Because 
parents  pushed  for  educa- 
tional activities,  Camp  Hyatt 
offers  language 
classes  in  many 
locations  as  well  as  horticul- 
ture tours  and  nature  hikes. 

Among  the  American  Ho- 
tel &  Motel  Assn.'s  12,000 
members,  about  18%  offer 
kids'  progi'ams.  They  include 
Holiday  Inn  Sun  Spree  Re- 
sorts and  selected  Marriott 
and  Hilton  resort  hotels.  Ho- 
tels at  ski  areas  such  as  Vail 
in  Colorado  are  also  good 
bets.  Many  offer  ski  lessons 
and  summer  camps. 

Some  astute  entrepreneiu's 
are  cashing  in,  too.  Diane 
Lyons  left  a  20-yeai'  career  in 
the  convention  industry  to 
start  Accent  on  Children's 
AiTangements  five  years  ago. 
Her  New  Orleans  company 
provides  on-site  child  cai'e  and 
youth  tours  at  conventions  for 
grmips  as  diverse  as  McDon- 
ald's franchisees,  Piggly  Wig- 
gly  gi'oceiy  store  ovwiers,  and 
the  American  College  of  Sui"- 


FAMILY  TIME:  Creative 
juices  flow  at  the  Hyatt 
Regency  Scottsdale  Camp 


geons.  Her  biggest  job  tc 
date:  caring  for  500  childrer 
who  accompanied  their  par- 
ents to  a  medical  meeting. 

Pai-ents  say  their  kids  lovt 
the  trips  and  get  a  better  un 
derstanding  of  what  mom  oi 
dad  does  foi-  a  Living.  Parent; 
of  small  children  often  brinj 
along  a  nanny  or  relative  oi 
take  advantage  of  a  bote 
day-care  progi'am.  Older  chil 
dren  get  to  hang  out  by  th( 
pool,  order  from  room  ser 
vice,  and  watch  TV  or  movies 
TELL  THE  BOSS.  Naturally,  i 
you're  going  on  a  job  inter 
view  or  know  you'll  be  locke( 
in  negotiations  for  12  hours 
day,  leave  the  kids  at  home 
Also,  run  the  idea  of  you 
traihng  kiddies  by  your  bos 
and  colleagues  to  test  for  an; 
resentment.  And  make  sur 
you've  got  child  care  lined  u; 
in  advance. 

Lynn  Hiestand,  a  Chicag 
attorney  and  single  mothe: 
says  she  feels  less  guilt 
about  her  40  trips  each  yea 
when  she  takes  along  her  1^ 
yeai-old  son.  Christian.  Mo; 
of  the  time  he  stays  in  th 
room,  doing  homework  an 
watching  movies,  while  Hiei 
tand  attends  meetings.  Bu 
when  her  colleagues  hit  th 
links,  she  and  Christian  spen 
time  together.  So  while 
won't  help  your  golf  gami 
taking  the  kids  on  your  ne? 
trip  might  be  just  the  thin 
for  reducing  parental  anxiet 
in  the  1990s.  Susan  Chandl 


WORTH  NOTING 


■  LEGAL  ISSUES.  In  hono] 
of  its  25th  anniversary, 
self-help  legal  publisher 
Nolo  Press  is  offering  a 
free  92-page  booklet  that 
answers  frequently  aske( 
questions  about  the  law. 
To  receive  a  copy  of 
Nolo's  Little  Law  Book, 
send  a  note  to  the  pub- 
lisher, which  is  located  at 
950  Parker  St.,  Berkeley 
Calif.,  94710;  or  fax  a 
request  to  800  645-0895. 
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Computer  Industry  Standard 
Twelve  Industry  Leaders 
Agree  On  ■  ^ 


-THE  COMPUTER  BOWL 


Proudly  supported  by 


PUTER 


KLEIl^ 


Sta  ^ 

iEC 


Watch  in  total  awe  as  computer  industry 
stars  battle  it  out  in  a  grueling  test  of  wits, 
wisdom  and  trivia,  all  for  a  good  cause.* 


The  Computer  Bowl  is  taped 
for  broadcast  as  a  special  edition 
of  PBS'  "Computer  Chronicles," 
airing  the  week  of  June  3,  1996. 
Check  your  local  PBS  listings. 
*A11  proceeds  benefit  the  computer 
literacy  programs  of 
The  Computer  Museum. 


Sprint 

Presents  for  1996 


□  □□□ 

□  □□□ 

Co-sponsored  by 
The  Computer  Museum 


Call  now,  415-323-1909; 
browse  www.tcm.org; 
or  e-mail  bowl@tcm.org  for  ticket 
or  sponsorship  information. 
Sponsorship  and  seats  are  limited. 
May  17  at  the  Santa  Clara  (CA) 
Convention  Center  and  at  The 
Computer  Museum,  Boston. 


You  Could  Actually  Learn  Something 


The  Guggenheim  Museum  and  corporate  leaders  in  the  arts, 
working  together  to  build  a  museum  for  the  21st  century. 

Thank  you  to  all  our  corporate  contributors. 


International  Corporate 
Benefactors 

( $2^,000  and  above) 

Aermec* 

An/inea* 

Austrian  Airlines 

Beck's  Beer 

Bisazza  Mosaico* 

Cartiere  Miliani  Fabriano* 

Centra  di  Firenze  per  la  Moda 

Italiana 
Daimler-Benz 
Deutsche  Bank  AG 
Deutsche  Telekom 
DLWAG* 
ENEL 

Glorious  Food 

Grey  Advertising  Inc. 

Gruppo  3M  Italia* 

Hotel  Inter-Continental  New  York 

Hugo  Boss 

Impresa  Gadola* 

Istituto  Poligrafico  e  Zecca  dello  Stato 

Italian  Trade  Commission 

Luciano  Marcato* 

Lufthansa  German  Airlines,  Inc. 

MCI  Telecommunications 

NYNEX 

Permasteelisa* 

Philip  Moms  Companies  Inc. 

Pomellato* 

Reggiani  Illuminazione* 
Rex  Built-In* 
Safilo  Group* 
Swatch* 

Swiss  Bank  Corporation 
Toyota  Motor  Sales,  U.S.A.,  Inc. 
White  &  Case 

* hilrapre.ice  Collezione  Guggenheim 

Corporate  Patrons 

{$i%ooo- 24,999) 

Anonymous 

Chubb  &  Son  Inc. 

Condi  Nast  Publications  Inc. 


Devoe  &  Raynolds,  Grow  Group,  Inc. 
J.  P.  Morgan  &  Co.,  Incorporated 
Minorco  (U.S.A.)  Inc. 
Robertson  Stephens  &  Company 
Warner  Bros. 

Corporate  Partners 

f  $10,000  —  14.999) 

American  Express  Company 

Archer  Daniels  Midland  Company 

The  Bank  of  New  York 

Bankers  Trust  Company 

The  Chase  Manhattan  Bank 

Dean  Witter  Reynolds  Inc. 

Ernst  &  Young  LLP 

EXOR  America  Inc. 

Harry  Frank  Guggenheim  Foundation 

Liz  Claiborne,  Inc. 

Marsh  &  McLennan  Companies,  Inc. 

The  McGraw-Hill  Companies,  Inc. 

Merrill  Lynch  &  Co.  Foundation,  Inc. 

Milbank,  Tweed,  Hadley  &  McCloy 

Novell 

PaineWebber  Group  Inc. 
Pfizer  Inc 

Salomon  Brothers  Inc 
Terra  Chips 

Wachtell,  Lipton,  Rosen  &  Katz 
E.  M.  Warburg,  Pincus  and  Co.,  Inc. 

Corporate  Associates 

($$,000-9,999) 

Bristol-Myers  Squibb  Company 
Cabletron  Systems  Inc. 
Chemical  Banking  Corporation 
Consolidated  Edison  Company  of 

Neiv  York,  Inc. 
Deloitte  &  Touche 
Gilsanz,  Murray,  Steficek 
Hypo-Bank 
Johnson  &  Higgins 
Johnson  &  Johnson 
Ogilvy  &  Mather 
Sotheby 's 

Union  Bank  oj  Switzerland 


Corporate  Friends 

($2,soo-4,999) 

Abbeville  Press,  Inc. 

Allen  &  Company  Incorporated 

Banca  Commerciale  Italiana, 

New  York  Branch 
The  Buhl  Foundation,  Inc. 
Capital  Cities/ ABC,  Inc. 
The  Carter-Wallace  Foundation 
Chatam  Inc. 

Cleary,  Gottlieb,  Steen  &  Hamilton 
Colgate-Palmolive  Company 
Coopers  &  Ly brand,  L.L.P. 
Dai  Nippon  Printing  Co. ,  Ltd. 
Estee  Lauder  Companies 
Executive  Printing  and  Direct  Mail,  Inc. 
Fiduciary  Trust  Company 

International 
Gilman  Paper  Company 
Landis  &  Gyr 
Lazard  Freres  &  Co.  LLC 
Metropolitan  Life  Foundation 
Olivetti  S. p.  A. 
Party  Rental  Ltd. 

Proskauer  Rose  Goetz  &  Mendelsohn 
The  Rockefeller  Group,  Inc. 
Rollins  Hudig  Hall  of  Connecticut 
Sandoz  Corporation 
TASA,  Inc. 
Village  Voice 
W.  P.  Carey  &  Co.,  Inc. 
Xerox  Corporation 

Corporate  Sponsors  of 
Works  and  Process 

Philip  Morris  Companies  Inc. 
Time  Warner  Inc. 

As  of  March  1996 

If  you  are  interested  in  learning  more 
about  corporate  affiliations  ivith  the 
Guggenheim  Museum,  please  call  the 
Corporate  Development  Office  at 
212  42}  i$2l. 


Solomon  R.  Guggenheim  Museum    loji  Fifth  Avenue  (at  88th  Street),  New  York,  NY  10128   tel  212  42}  ^$00   fax  212  42^  ^6^1 


Business  Week  Index 


•RODUCTION  INDEX 


Change  from  last  week:  0.8% 
Change  from  last  year:  3.6% 


PRODUCTION  INDEX 

—  Apr.  20=126,3  — 


Apr,  Aug  Dec  Apr, 

1995  1995  1995  1996 

The  index  is  a  4-week  moving  average 

he  production  index  increased  solidly  during  the  week  ended  Apr.  20.  Before 
alculation  of  the  four-week  moving  average,  the  production  index  advanced  to 
27.6,  from  a  revised  126.3.  In  the  latest  week,  almost  all  of  the  seasonally 
d|usted  output  levels  increased,  led  by  strong  gams  in  auto  and  truck 
reduction.  Only  crude-oil  refming  production  fell, 
he  leading  index  will  be  unavailable  for  an  indefinite  period. 

W  pri."lijct]on  index  copvnghl  199b  by  The  McGraw-Hill  Companies 


.EADING  INDICATORS 


LATEST      WEEK  YEARLY 
WEEK        AGO     %  CHG 

TOOK  PRICES  (4/26)  S&P  500  653,46     645.07  27,3 


ORPORATE  BOND  YIELD,  Aaa  (4/26) 

7.66% 

7.67% 

-5.3 

MDUSTRIAL  MATERIALS  PRICES  (4/26) 

109.3 

110.4 

-5.0 

USINESS  FAILURES  (4/19) 

NA 

NA 

NA 

EAL  ESTATE  LOANS  (4/17)  billions 

$508.3 

$608.5 

7.2 

lONEV  SUPPLY.  M2  (4/i5)  b  ii  ons 

NA 

NA 

NA 

NITIAL  CLAIMS,  UNEMPLOYMENT  (4/i3)  tfious 

359 

350 

5.0 

lOUrces:  Standard  &  Poor's,  Moody's.  Journal  of  Commerce  (index  1990=100),  Dun 
Bradstreet  (failures  of  large  companies),  Federal  Reserve,  Labor  Dept 


NTEREST  RATES 


EDERAL  FUNDS  (4/30) 

LATEST 
WEEK 

5.50% 

WEEK 
AGO 

5.38% 

YEAR 
AGO 

6.05% 

OMMERCIAL  PAPER  (5/1)  3  month 

5.40 

5.38 

6.11 

ERTIFICATES  OF  DEPOSIT  (5/1)  3  month 

5.36 

5.34 

6.07 

IXED  MORTGAGE  (4/26)  30  year 

8.16 

8.21 

8.46 

DJUSTABLE  MORTGAGE  (4/26)  one  year 

5.84 

5.93 

6.24 

RIME  (5/1) 

8.25 

8.25 

9-00 

ources:   Federal  Reserve,  HSH  Associates,  Bloombe 

g  Financial 

Markets 

PRODUCTION  INDICATORS 


LATEST 
WEEK 

WEEK 
AGO 

YEARLY 

%  CHG 

STEEL  (4/27)  thous.  of  net  tons 

2,029 

2,017# 

1.5 

AUTOS  (4/27)  units 

140,656 

137,781r# 

-3.8 

TRUCKS  (4/27)  units 

132,138 

128,473r# 

9.5 

ELECTRIC  POWER  (4/27)  millions  of  kilowatt-hrs 

55,617 

55.508# 

2.5 

CRUDE-OIL  REFINING  (4/27)  thous,  of  bbl./day 

14,112 

13,968# 

-0.1 

COAL  (4/20)  thous.  of  net  tons 

18,954# 

19,134 

-2.0 

PAPERBOARD  (4/20)  thous.  of  tons 

824. 9# 

832. Ir 

-11.9 

PAPER  (4/20)  thous.  of  tons 

818. 0# 

820. Or 

-2.6 

LUMBER  (4/20)  millions  of  ft. 

459. 4# 

440.8 

9.8 

RAIL  FREIGHT  (4/20)  billions  of  ton-miles 

25. 3# 

25.1 

2.4 

Sources:  American  Iron  &  Steel  Institute,   Ward's  Automotive  Reports,  Edison 
Institute,  American  Petroleum  Institute,  Energy  Dept.,  American  Forest  &  Paper 
Association,  WWPAi,  SFPA2,  Association  of  American  Railroads 

Electric 

PRICES 

UTEST 
WEEK 

WEEK 
AGO 

YEARLY 
%  CHG 

GOLD  (5/1)  $/troy  oz. 

392.300 

390.800 

1.1 

STEEL  SCRAP  (4/30)  #1  heavy,  $/ton 

139.50 

139.50 

1.5 

COPPER  (4/27)  (Z/ib. 

128.2 

123.8 

-3.2 

ALUMINUM  (4/27)  e/ib 

74.5 

74,8 

-16.7 

COTTON  (4/27)  strict  low  middling  1-1/16  in.,  jZ/lb.   84.42  84.20r  -21.6 

OIL  (4/30)  $/bbl.  20.87  24.38  3.7 

Sources;  London  V\/ednesday  final  setting,  Chicago  market,  Metals  Week.  Memphis 

market,  NYMEX 


FOREIGN  EXCHANGE 


LATEST 

WEEK 

YEAR 

WEEK 

AGO 

AGO 

JAPANESE  YEN  (5/1) 

105.11 

106.74 

83,85 

GERMAN  MARK  (5/1) 

1.53 

1.52 

1  37 

BRITISH  POUND  (5/1) 

1.50 

1,51 

1,51 

FRENCH  FRANC  (5/1) 

5  18 

5.14 

4.90 

ITALIAN  LIRA  5/1) 

1566,0 

1555.2 

1637.5 

CANADIAN  DOLLAR  (5/1) 

1.36 

1.36 

1.36 

MEXICAN  PESO  (5/1) 

7.409 

7.433 

5.840 

Sources:  Ma|or  New  York  banks  Currencies  expressed  in  units  per  U  S  dollar, 
except  for  British  pound  in  dollars 


Raw  data  m  the  production  indicators  are  seasonally  adjusted  in  computing  the  BW  index  (chart):  other  components  (estimated  and  not  listed)  include  machinery  and  defense 
quipnient    l=Western  Wood  Products  Assn.       2=Southern  Forest  Products  Assn.         3=Free  market  value       NA=Not  available       r^revised       NM=Not  meaningful 


THE  WEEK  AHEAD 


BEIGE  BOOK 


STftLLMENT  CREDIT 

esday,  May  7,  3  p.m.EDT>-  Consumers 
Dbably  added  about  $7  billion  in  new 
Jdit  in  March,  significantly  less  than  the 
I  increases  of  the  last  few  months.  In 
bruary,  for  instance,  installment  debt 
nped  by  $12  billion.  Sluggish  retail  sales 
ggest  that  credit-card  use  slowed  in 
irch,  although  auto  financing  probably 
ntinued  to  grow  at  a  healthy  clip.  The 
eady  record-high  level  of  existing  debt  is 
using  worries  that  consumers  may  start  to 
t  back  on  their  spending.  However, 
:ome  growth  remains  solid  enough  to  car- 
rising  debt  burdens. 


Wednesday,  May  8,  12  p.m.EDr>  The  Fed- 
eral Reserve  will  take  a  look  at  the  regional 
economies  of  its  12  districts  in  preparation 
for  the  monetary  policy  meeting  scheduled 
for  May  21.  The  Beige  Book  is  a  compila- 
tion of  anecdotal  reporting  on  economic 
activity,  labor  conditions,  and  wage  and 
price  pressures. 

UNEMPLOYMENT  CLAIMS 

Thursday,  May  9.  8:30  a.m.EDT>-  New  fil- 
ings for  state  unemployment  insurance  ben- 
efits likely  stood  at  about  330,000  in  the 
week  ended  May  4.  Jobless  claims  have 


been  running  about  350,000  in  recent 
weeks,  a  high  level  in  a  tight  labor  market. 

PRODUCER  PRICE  INDEX 

Friday,  May  10,  8:30  a.m. edt  >■  Producer 
prices  of  finished  goods  probably  rose  by 
0.4%  in  April,  says  the  median  forecast  of 
economists  surveyed  by  mms  International, 
one  of  The  McGraw-Hill  Companies  Inc. 
Higher  gasoline  prices  will  lead  the  runup, 
as  they  did  in  March  when  the  total  ppi 
increased  by  a  large  0.5%.  Excluding  food 
and  energy  costs,  producer  prices  likely  rose 
just  0.1%  in  April,  the  same  small  gain 
posted  in  both  February  and  March. 
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This 

Week, 

Online 

Business  Week  presents 
frequent  live  conferences 
on  America  Online. 
It's  your  opportunity  to  ask 
questions  about  features 
from  the  magazine. 


<- 


Sunday 

Sexual  harassment  is  more 
and  more  in  the  headlines — 
including  this  week's  Cover 
Story  tocusing  on  Astra  USA. 
New  York  attorney  Judith 
Vladeck,  a  pioneer  in  sexual- 
harassment  litigation,  and 
the  story's  author,  BW  Boston 
Bureau  Manager  Mark 
Maremont,  discuss  the  issue 
with  you  online.  May  5 
9  p.m.  EDT  in  the  Globe 

Downloads 

Missed  a  conference  on  a 
favorite  topic?  Check  out  the 
transcripts  available  for 
downloading  from  BW  Online 
— including  two  crucial 
topics  for  aspirmg  MBAs: 
4/17  Strategies  for  getting 
into  B-school 

4/22  A  new  look  for  the  GMAT 
Plus  transcripts  of  chats 
about  13  specific  B-schools, 
with  more  to  come 
Transcripts  of  all  conferences 
are  available  for  downloading 
from  the  BW  Online  area  on  AOL 
soon  after  eacti  event. 


For  a  free  trial  diskette 
including  10  free  hours  on 
AOL,  call  1-800-641-4848 
iii  d  mention  Business  Week. 


A  M  E  Ryl^C  A 


Index  to  Companies  " 

This  index  gives  ttie  starting  page  for  a  story  or 
feature  with  a  significant  reference  to  a  company. 
Most  subsidiaries  are  indexed  under  their  own  names. 
Companies  listed  only  in  tables  are  not  included. 


ABN  AMRO  Hoare  Govett  156 
Accent  on  Children's 
Arrangements  160 
Actava  Group  (ACT)  110 
Advanced  RISC  Machines  78 
Aetna  (AFT)  47 

ATM  Transportation  Services  40 
Airbus  Industrie  28 
Alfa  Bank  104 

Alliance  Entenainment  (CDS)  54,  61 
American  Home  Assurance  102 
American  International  Group 
(AIG)  102 

America  Online  (AIMER)  114. 156 
Ameritech  (AIT)  47 
Amoco  (AN)  40. 77 
AMR  (AMR)  118 

Anderson  Kill  Olick  &  Oshinsky  102 
Anheuser-Busch  (BUD)  156 
Apple  Computer  (AAPL)  24,54.118, 
158 

Applied  Holographies  77 

Arbys  153 

Arco  (ARC)  40 

Argus  Research  118 

Astra  86.166 

AST  Research  (ASIA)  158 

AT&T(T)  42,44,47.78.84.156 

A2tar(AZT)  110 

B 


Bally  Entertainment  (BLY)  110 
Bankers  Trust  (BT)  12 
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[nvestment  Figures  of  the  Week 


MMENTARY 

I  prices  of  oil  and  gasoline 
ures  contracts  tumbled  as  the 
lernment  expanded  its  investi- 
ion  into  rising  oil  prices.  The 
momy  showed  signs  of  spring 
er.  Chrysler's  U.S.  car  and 
it-truck  sales  soared  33%  m 
il.  Consumer  confidence  num- 
s  sailed  to  their  highest  level 
ilmost  six  years.  The  pickup  in 
ivity  sparked  inflation  fears 
i  sent  the  yield  on  the  30-year 
asuryto6.91%,upfrom  6.82% 
leek  ago.  Meanwhile,  the  Nas- 
I  Composite  Index  outpaced  the 
V.  rising  to  a  new  record. 
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U.S.  stocks 

$12,799 

-1-0.40% 


Foreign  stocks 
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+0A9% 


Treasury  bonds 
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-1.14% 


III! 


Money  market  fund 
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+0.11% 
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Gold 
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data  on  this  page  are  as  of  market  close  Wednesday,  May  1,  1996,  unless  otherwise  indi- 
:ed.  Industry  groups  include  S&P  500  companies  only,  performance  and  share  prices  are  as 


of  market  close  Apr.  30.  Mutual  fund  returns  are  as  of  Apr.  26.  Relative  portfolios  are  valued 
as  of  Apr.  30.  A  more  detailed  explanation  of  this  page  is  available  on  request.  r=revised 
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Editorials 


THE  CULT  OF  ASTRA 


When  does  a  company  become  a  cult?  A  six-month  in- 
vestigation by  BUSINESS  WEEK  into  Astra  USA  Inc., 
the  American  arm  of  Swedish  pharmaceutical  company  Astra, 
reveals  that  the  transition  can  occur  when  a  corporate  cultui*e 
gets  hijacked  at  the  top.  A  bizan-e  case  of  abuse  of  power  ap- 
peal's to  have  taken  place  at  Astra,  where  a  15-year  pattern 
of  sexual  harassment  emanated  from  the  president's  office  and 
worked  its  way  down  through  the  organization.  On  Apr  29, 
the  president  was  suspended  by  the  Swedish  parent  just 
days  before  business  week  went  to  press  vdth  the  story. 

Astra  is  a  striking  example  of  how  vulnerable  a  corporate 
culture  can  be  to  its  leaders'  cues.  To  many  who  worked 
there,  Astra  was  a  cult  led  by  an  autocratic,  chai-ismatic  leader 
who  established  an  almost  militaristic  atmosphere  at  head- 
quarters. Staffers  had  to  eat  lunch  at  precisely  the  same  time 
each  day.  Pennission  was  needed  to  hang  anything  pei-sonal  on 
cubicle  walls.  A  nine-week  training  period  cut  people  off  ft-om 
their  families.  Young  trainees  were  drilled  in  a  rigid  set  of  iiiles 
covering  everything  from  sales  techniques  to  dress. 

Then  there  was  the  drinking  and  partying.  Ti'ainees  were 
indoctrinated  vdth  the  idea  that  success  in  sales  required 
heavy  sociaUzing  both  inside  and  outside  Astra.  Bar  nights 
were  part  of  training  and  sales  conferences.  Managers,  led  by 
the  president  and  including  visiting  Astra  officials  from  Eu- 
rope, asked  young  women  to  bars  and  back  to  their  hotel 
suites.  Advancement  in  Astra  appeared  to  go  to  those  who  co- 
operated. Women  who  responded  favorably  to  the  attention 
fi'om  senior  managei's  were  called  "The  Chosen,"  and  their  ca- 
reers prospered.  It  was  a  sales  culture  gone  mad. 

Some  women  did  well  in  this  envu'onment.  Others  felt  ha- 
rassed by  managers  but  kept  silent.  A  few  protested  loudly, 


and  there  were  financial  settlements.  In  exchange  for  monej 
these  women  promised  to  be  silent  about  their  giievances.  As 
tra  says  it  settled  only  to  avoid  costly  coiut  procedures. 

To  the  outside  world,  Astra  was  a  successful  corporation 
Because  most  of  the  women  who  felt  sexually  harassed  didn' 
go  to  the  Equal  Employment  Opportunity  Commission,  the 
company  appeared  to  be  in  good  standing.  Because  the  sale 
foi'ce  was  effective  in  selling  Astra's  pharmaceuticals  to  doc 
tors,  the  home  office  perceived  it  as  a  winner 

What  lessons  can  be  dravra  from  this  strange  situation?  Ii 
the  recent  case  of  Mitsubishi  Motors  Corp.,  alleged  victims 
sexual  harassment  went  to  the  eeoc,  which  sued  the  compa 
ny.  An  investigation  will  reveal  what  really  happened  there 
But  at  Astra,  there  was  no  government  intervention.  Femal 
employees  didn't  have  the  financial  resources,  resolve,  o 
courage  to  risk  then*  jobs  and  reputations  battling  harassment 

In  the  end,  harassment  is  simply  bullying  by  anothe 
name.  One  can  see  why  its  victims,  in  this  case,  might  wish  t 
remain  silent.  After  all,  it  appeared  to  be  encom-aged  from  th 
top  down.  One  cannot,  however,  absolve  Astra  in  Stockholn 
owned  largely  by  the  Wallenbergs,  who  failed  to  supervise  it 
subsidiary  adequately  as  it  careened  out  of  control. 

It  may  be  mere  coincidence  that  two  foreign  companies  i 
the  U.  S.  in  recent  weeks  experienced  serious  problems  wit 
the  alleged  sexual  harassment  of  their  employees.  But  i 
this  era  of  economic  globalization,  where  companies  operate  i 
dozens  of  cultures  around  the  world,  corporations  everj 
where  must  look  beyond  the  financials  in  supervising  their  fa 
flung  operations.  Corporations,  not  governments,  are  pr 
marily  responsible  for  the  people  who  work  for  them — an 
they  must  act  to  protect  their  dignity  wherever  they  live. 


GAS  PRICES:  THE  SEARCH  FOR  SCAPEGOATS 


Bob  Dole  blames  President  Clinton  for  the  recent  ninup  in 
gasoline  prices  because  Clinton  tacked  a  4.3(Z  per  gallon 
tax  onto  the  1993  budget  deficit  reduction  bill.  Congressional 
Democrats  think  an  oil  company  conspiracy  might  be  behind 
the  17%  hike  in  gas  prices  this  year,  so  the  Justice  De{3t.  is  in- 
vestigating whether  companies  violated  antitrust  laws  through 
possible  collusion.  The  President  is  gi-abbing  headlines  by 
announcing  the  sale  of  12  million  ban-els  of  oil  from  the  na- 
tion's strategic  reserves. 

Let's  bring  a  bit  of  sobriety  into  what  is  passing  for  policy 
in  Washington.  Pandering  in  a  political  season  makes  I'ational 
discourse  on  energy  nearly  impossible. 

There  are  four  major  reasons  gas  prices  are  going  up. 
First,  Americans  have  been  hinging  on  gas-guzzhng  sport- 
ates,  minivans,  and  trucks.  These  bnites  get  a  lot  less  mileage 
than  ordinary  cars.  Second,  the  speed  limit  has  been  raised  in 
most  states.  Thanks  to  public  pressure,  cars  are  zooming 


around  at  70  irales  per  hoiu'  instead  of  55,  and  that  takes  a 
more  gas.  Bye-bye,  efficiency.  Third,  in  case  anyone  has  bei 
in  hibernation,  the  U.  S.  had  a  veiy  long,  cold  -winter.  This  d(| 
layed  the  usual  shift  by  refineries  from  heavy  heating  oil 
lighter  gasoline.  Foiuth,  refineries  bet  that  Iraq  would  soon  1 
allowed  to  export  oil  again  by  the  United  Nations,  thus  lov 
ering  the  price.  They  delayed  purchases. 

Let's  be  honest.  The  cuirent  nmup  in  gas  prices  has  not] 
ing  to  do  with  taxes  or  coiporate  collusion.  In  fact,  faUing  fi 
tures  prices  already  signal  lower  gas  prices  in  the  montl 
ahead.  But  the  price  scare  should  remind  Americans  th 
they  are  using  energy  as  if  it  were  practically  free,  and 
isn't.  Oil  imports  are  at  record  levels.  They  contribute  sii 
nificantly  to  the  huge  U.  S.  trade  deficit  and  force  the  count 
to  borrow  billions  overseas,  increasing  its  foreign  debt.  R 
sponsible  politicians  would  use  their-  bully  pulpits  to  broadcal 
this  message.  Instead,  Americans  are  treated  to  pandering 
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HE  NEW  JEEP  GRAND  CHEROKEE 

A  deserted  mountain  road.  Green  meadows, 
affic  jams.  Road  construction.  From  inside  the 
:w  Jeep  Grand  Cherokee  Limited,  it's  difficult  to 
11  them  apart  from  each  other. 

An  improved  Quadra- Coil  '  suspension  helps 


ilways  well  youi  seal  In  ll     In  p  is  .1  ugisii  u  tl  ua.k mark  ol  Chrysler  C< 


while  also  providing  you  with  superb  handluig 
and  control.  And  the  leather-trimmed  front  seats 
with  new  10-way  power  adjustments,  including 
lumbar  support,  cradle  you  in  comfc^rl. 

Should  you  desire  to  break  the  silence,  there's  an 
available  eight-speaker  CD/cassette  Infinity  Gold® 
sound  system.  To  help  you  feel  even  more  relaxed. 
Grand  Cherokee  also  includes  features  like  standard 
dual  front  air  bags^  and  side-guard  door  beams. 

Visit  our  Web  site  at  http://www.jeep 
unpaved.com  or  call  1-800-925-JEEP  And  experience 
the  4x4  that  will  take  you  to  a  new  state  of  mind. 

Jeep 

THERE'S  Only  One 

■poration. 
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THE  NEW 
ECONOMICS  OF 


Demand  is  soaring  in  China  and  other 
developing  nations.  But  supply  is  not 
keeping  pace,  driving  up  prices  around 
the  world.  Here's  what  it  means  for 
consumers-and  the  economy. 


PAGE  78 


BURLINGAWC- 


!>-0t0»76  V3  3HV9NIlting  I 

/    AdViian  onand  3wv3Nniina  |{ 

MAY  1  0||^3fi.„„......„|..,.,..„|,  

)  IRRAPV   5«7Z0  9633a»009ITTeS0T  Z090« 

UDr\mioTo«>6  ii9ia-s»**aa9aaxa« 


Bratwurst.  Knockwurst.  Sauerkraut. 
Sauerbraten.  Kuchen.  Wiener  schnitzel 
and  Pinkelwurst?  Okay,  so  the  Germans 
don't  cook  in  the  kitchen.  But  with  a 
healthy  helping  of  275  horses  in  this  hot 
new  E420's  V-8,  seasoned  with  nearly 
300  pounds  of  torque,  and  served  up 
in  a  5-speed  electronically  controlled 
automatic  transmission,  it's  a  whole 
other  story  on  the  road.  Guten  Appetit. 


This  new  transmission  creates  a  quicl<er  and  ^      ^     .   "  . 

smoother  response-for  extra  added  zest  at  any  speed.  -    —  ^ 

It  also  allows  you  to  shift  manually-to  spice  things  up  -j^;-^  '^l  : 


Forget  retiremei 
second  childhood.  (: 


e  re  talking  about  a 
time  make  sure  you 
get  a  big  allowance. 


How  long  has  it  been  since  anyone  asked  you  what  you  want  to  be  when 


you  grow  up?  That  is  entirely  too  long.  So,  allow  us  to  ask  you  now.  What  do 


you  want  to  be  when  you  grow  up?  A  student?  A  dancer?  Marco  Polo?  There 


is  a  world  out  there  and  it  is  waiting  and  it  has  been  waiting  and  it  is  getting 


damned  impatient  for  your  answer. 


But  before  you  decide,  talk  to  Aetna  Retirement  Services.  With  tools  like 


annuities,  401  (k)s,  IRAs,  mutual  funds,  and  life  insurance  for  your  family, 


you  could  accumulate  the  kind  of  assets  that  will  let  you  be  whatever  your 


cholesterol-free,  fully  aerobicized,  ever-loving  heart  desires.  For  a  brochure. 


call  1-800-AETNA-60,  or  visit  us  at  http://www.aetna.com. 


Build  lor  Retirement.  Manage  for  Life. 


Aetna    Retirement  Services 


Forget  retiremei 
second  childhood.  ( 


ere  talki 


n 


about  a 


s  time  make  sure  you 
get  a  big  allowance.) 


How  long  has  it  been  since  anyone  asked  you  what  you  want  to  be  when 


you  grow  up?  That  is  entirely  too  long.  So,  allow  us  to  ask  you  now.  What  do 


you  want  to  be  when  you  grow  up?  A  student?  A  dancer?  Marco  Polo?  There 


is  a  world  out  there  and  it  is  waiting  and  it  has  been  waiting  and  it  is  getting 


damned  impatient  for  your  answer. 


But  before  you  decide,  talk  to  Aetna  Retirement  Services.  With  tools  like 
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FOOD  SHOCK 

Prices  will  climb  for 
years,  shifting 
wealth  drastically 
from  consumers  to 
producers 
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PINK  SLIPS 


DOWNSIZERS  STILL  WIELD  A  MEAN  AX 


ECONOMIC  (.:rowth  ls 
healthy,  job  creation  is 
respectalsle,  and  down- 
sizing companies  are  on 
the  defensive.  So  lay- 
offs should  be  on  the 
wane,  right?  Not  quite. 
They  soared  by  76%  in 
1996's  fii'st  foiu*  months, 
to  199,000,  says  Chal- 
lenger, Gray  &  Christ- 
mas, a  Chicago  out- 
placement fam.  In  fact, 
job  cuts  began  to  jump  last 
October,  after  falHng  steadily 
since  their  1993  peak. 

The  new  layoff  numbers 
may  be  just  an  aberration. 


ON  HOLD:  New 

York's  jobless 


since  Challenger's 
method  isn't  sci- 
entific.  It  simply 
collects  job-cut  announce- 
ments and  does  no  survey  of 
the  economy.  Yet  it's  also  pos- 
sible the  official  government 
numbers  overstate  the  job- 


TALK  SHOW  UAlan  gave  the  coat-check  attendant  a  dollar 
and  then  commented  that  it  only  cost  75<t  last  year.'? 

— Bill  Clinton,  at  the  White  House  Correspondents' Dinner, 
joking  about  inflation-wary  Fed  Chairman  Alan  Greenspan 


growth  news,  so  the  boost  in 
pink  slips  could  make  sense, 
says  Nomui'a  Securities  econ- 
omist David  Resler  The  offi- 
cial numbers  are  suspect  be- 
cause employment  growth 
has  been  er- 
LAYOFF  REBOUND      ratic  lately, 
swinging 
from  600,000 
one  month 
to  nearly 
nothing  the 
next.  John 
Challenger, 
the  outplace- 
ment firm's  exec  veep,  .still 
expects  job  cuts  to  slow,  due 
mostly  to  political  pressure 
on  employers.  But,  he  says, 
companies  also  receive  "pres- 
sure to  get  their  stock  prices 
up,  which  often  means  big 
layoffs."      Aa7'on  Bernstein 


A  THOUSANDS 
DATA  CHALLENGER.  GRAY  S  CHRISTMAS  INC, 


PATENT  NONSENSE 


ALL  THE  (COPY)RIGHT  MOVES 


TRUST  AMERICA'S  LAWYERS  TO 

see  dollar  signs  in  unlikely 
places.  Three  of  them  at  New 
York  patent  firm  Pennie  & 
Edmonds  think  that  athletes 
should  copyright  theii'  special 
moves.  In  the  May  20  Na- 


tional Law  Joiinial,  they  say 
moves  such  as  Michael  Jor- 
dan's gTavity-defying  artistiy 
or  Dick  Fosbery's  Fosbery 
flop  (where  a  high-jumper 
goes  over  back-down)  might 
be  copyrighted. 


THE  LIST  HUMDINGER 


For  AT&T 
investors, 
breaking  up 
was  good  to 
do.  If  you 
bought  100  shares 
at  $61.50  right  before  the 
1984  breakup,  your  $6,150 
would  have  grown  to 
$43,820  with  dividends 
reinvested,  says  UBS  Secu- 
rities' Linda  Meltzer.  That 
factors  in  the  seven  Baby 
Bells'  stock — 10  shares 
each — awarded  you  in  '84. 
Plus,  two  later  spin-offs, 
AirTouch  Communications 
and  U  S  West  Media.  The 
612%  return  drubs  the  S&P 
500's  514%.  Not  included: 
the  upcoming  Lucent  Tech- 
nologies spin-off. 


AFTER 
THE  BREAKUP 

How  100  AT&T  shares  in 
1 984  divided  and  grew 


VALUE 
2/16/84 

VALUE 

3/29/96 

AT&T 

$1,688* 

$9,749 

AMERITECH 

678 

6,486 

SBC  COMM. 

609 

5,517 

US  WEST  610 
U  S  WEST  MEDIA  0 

1,990 
1,235 

BELLSOUTH 

939 

6,362 

BELL  ATLANTIC 

725 

4,831 

PACIFIC  TELESIS 
AIR  TOUCH 

584 
0 

1,768 
1,721 

NYNEX 

621 

4,161 

TOTAL 

$6,454  $43,820 

'Adjusted  for  divestiture 

DATA;  UBS  SECURITIES  INC..  BLOOMBERG 
FINANCIAL  MARKETS 


There's  legal  precedent. 
George  Balanchine's  choreog- 
raphy for  The  Nutcracker  was 
copyrighted.  Basketball  su- 
perstai"  Kai'eem  Abdul-Jabbai" 
has  two  trademark  applica- 
tions for  his  Sky  Hook  shot. 
But  that's  only  for  the  name, 
says  Jabbar's  \awyer,  Frank 
Decolvenaere.  Last  year,  the 
lawyer  says,  he  persuaded 
Wilson  Sporting  Goods  to  stop 
making  Sky  Hook  basketballs. 
If  an  actor  in  an  ad  imper- 
sonated Jabbar  shooting  a  Sky 
Hook,  Decolve- 
naere says  he 
could  also  stop  it. 

However, 
stopping  other 
athletes  ft'om  us- 
ing a  move?  It 
would  be  tough 
to  do  with,  say, 
skaters  trying 
Dorothy  Hamill's 
Hamill  camel 
spin,  sports 
agents  admit. 
And  proving  such  a  violation? 
Says  Morgan  Wooten,  bas- 
ketball coach  for  perennial 
round  ball  power  DeMatha 
High  School  in  Hyattsville, 
Md.:  "Guys  were  dunking  the 
ball  before  Michael  Jordan 
was  ahve."    Ronald  Grover 


Med-school  di 


WHAT  A  FLOP: 

Dick  Fosbery 


DEADBEAT  NATION 

PHYSICIAN,  HEALTHlil 
CREDIT  RATING 

A  CURE  FOR  DEADBEAT  DOCi 

Califoinia  may  have  one 
Golden  State,  which  leads 
defaults  on  federally  guara; 
teed  health-education  loam 
IS  tkreatening  to  yank  no: 
paying  doctors'  medical  I 
censes.  Result:  no  income,  bi 
cause  they  can't  practice. 

Since  the  federal  Healt 
Education  Assistance  Loa 
progi'am  began  in  1979,  20' 
of  gi-aduates  eaiTung  medie 
degrees  have  borrowe 
thi-ough  it.  Of  real's  $3.7  bi 
Hon  in  outstanding  loans,  $4( 
miUion  is  unpaid  nationwide 
with  $70  million  outstandin 
in  California.  Half  of  the  $4( 
milhon  represents  bon'owei 
who  ai'e  stiff-anning  collector 
(The  rest  are  attempting  1 
cough  up.)  Deadbeat  doctor 
who  owe  $23,809  on  averag 
can  be  very  cagey.  Or 
tactic,  says  a  heal  a( 
ministrator,  is  to  swdtc 
assets  to  a  spouse's  nam 
CaUfomia,  at  the  Fed's  b 
best,  has  had  some  su 
cess  after  thi'ee  month 
effort.  Officials  say  or 
doctor  paid  liis  debt — ui 
tier  .$20,000— in  full  shor 
ly  after  hearing  that  h 
license  was  endangered 
The  American  Medic 
Assn.  argues  that  licei 
siu'e  should  be  based  on  con 
petence  only.  But  six  moi 
states  recently  enacted  legi 
lation  that  allows  similar  a 
tion.  The  problem,  thoug 
won't  worsen.  Congi'ess  axe 
HEAL  last  fall,  calling  it  t( 
costly.  Nanette  Bymi 


[la. 
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The  SAr  System  Helps  Monitor  m 

the  PiilSB  nf  Patifint  SatiSfaCtiOO^^^^  # 


As  more  and  more  health  care 
providers  offer  similar  services  at  com- 
parable prices,  patient  satisfaction  is 
fast  becoming  the  new  basis  of  compe- 
tition. To  help  monitor  how  patients 
perceive  the  quality  of  the  care  they 
receive,  Intermountain  Health  Care 
(IHC)  is  turning  to  the  SAS  System 
of  software. 

"The  SAS  System  has  enabled  us 
to  develop  a  unique  reporting  system 
that  includes  all  the  information 
required  by  our  front-line  managers 
and  administrators — in  a  format  that 
works  for  them,"  says  Glen  McBride, 
IHC  s  manager  of  strategic  research. 

A  Fast,  Effective  Remedy  for 
Every  Reporting  Need 

"We  needed  a  reporting  system 
that  could  get  relevant,  easy-to- 
understand  patient  feedback  into  the 
right  hands  in  an  efficient,  timely 
manner,"  says  Sarah  Luker,  research 
associate  at  IHC  (pictured  above). 
■"The  SAS  System  was  the  only  software 
system  that  came  close  to  meeting 
our  complex  reporting  needs." 


Since  IHC  serves  almost  a  million 
patients  every  year,  that's  a  lot  of 
feedback.  "With  the  SAS  System,  we 
generate  hundreds  of  unique  reports 
each  month,"  ailds  McBride.  "At  a 
glance,  managers  can  see  how  patients 
perceive  the  quality  of  various  aspects 
of  the  hospital  experience,  such  as 
admitting  procetlures,  nursing  care, 
and  physician  care." 

A  Healthy  Dose  of  Relevant 
Consumer  Data 

"This  valuable  month-to-month 
feedback  enables  us  to  make  appro- 
jiriate  changes  to  the  care  we  provide," 
McBride  explains.  "And  that  helps 
us  to  offer  the  best  possiljle  care  to 
patients  who  visit  our  23  hospitals  in 
Utah,  Wyoming,  and  Idaho." 

Having  implemented  such  a 
successful  reporting  system  for  IHC 
hospitals,  what's  next?  Luker  says, 
"Because  of  its  flexibility,  we'll  soon 
be  using  the  SAS  System  to  provide 
valuable  customer  feedback  to 
employees  across  all  three  IHC 
divisions  —  the  hospital,  health 
insurance,  and  physician  groups." 


To  receive  a  SAS  System  Exeeutive 
Sunuiiary,  give  us  a  call  or  sen«l  us 
E-iiiail  at  b>v@sa8.sas.coni 


SAS  IS  a  registcrfd  Irailprnark  i>l  S \S  Irisliluir  Iik 
Cii|)yri}?lil  ©  19%  by  SAS  liisliluli-  Inc. 


Up  Front 


FAT  WALLETS 


THE  MBAs'  GOLD  RUSH  SLOWS  DOWN 


INCREASES      IN  STARTING 

salaries  for  top-tier  B-school 
gi'ads  are  decelerating.  This 
year,  the  average  salary 
climbed  5.2%,  to  $67,067.  Last 
year's  increase 
was  7.6%.  Why 
the  slowdown? 
Base  pay  in  con- 
sulting, the  ca- 
reer area  with 
the  fattest  start- 
ing paychecks, 
peaked  in  '95. 
Researchers  at 
Duke  University's 
Fuqua  School  of 
Business,  who 
surveyed  grads  at  11  top-tier 
B-schools,  say  demand  soared 
in  1995  because  of  Corporate 
America's  hunger  for  strategy 
and  reengineering  programs. 
Now,  demand  is  merely  brisk. 


INCREASE  IN 
MEDIAN  MBA  PAY 


1993-'94  1994-'95 
A.  PERCENT 

DATA:  BUSINESS  WEEK 


according   to   the  survey. 

Consulting  remains  the 
leading  career  choice  for 
1996's  B-schoolers,  followed 
by  marketing  and  investment 
banking.  Market- 
ing is  up  16% 
now,  vs.  13%  in 
1994,    the  last 
time  that  Fuqua 
looked  at  career 
choices  in  depth. 
Investment  bank- 
ing is  down  a  bit, 
14%  vs.  17%. 

New  MBAS  are 
still  a  hot  com- 
modity: 80%  of 
respondents— about  the  same 
as  for  the  past  few  years — 
had  accepted  a  full-time  job 
before  graduation.  Over  half 
of  them  scored  two  or  more 
offers.  Lisa  Sa7iders 


DRAWN  &  QUARTERED 


TINSELTOWN 

...OR  PLAY  THE 
GAME  IN  THE  LOBBY 

here's  a  new  one  for  the 
ultimate  screen  treatment: 
the  simultaneous  creation  of 
a  game  and  a  movie.  Trilo- 
byte,  maker  of  the  popular 
The  7th  Guest  computer 
game  (1  million-plus  sold),  is 
unveiling  a  new  game  as 
well  as  a  full-length  feature- 
film  version. 


EX  LIBRIS 


A  CHRISTIAN  PUBLISHER'S  WORLDLY  WOES 


the  player 
that  dominates 
the  growing 
Christian  book 
and  music 
fields,  Thomas 
Nelson,  has 
fallen  from  fi- 
nancial grace. 
After  years  of 
steadily  in- 
creasing prof- 
its, the  pub- 
lisher (recent 
bestseller:  Bil- 
ly Graham's 
Angels)  is  say- 
ing  it  will  run 
red  ink  for  the  fiscal  year 
ending  Mar.  31.  The  stock, 
once  a  Wall  Street  favorite,  is 
down  50%  from  its  high  of 
26'A  in  September. 

Nelson  has  suffered  from 
overexpansion  and  manage- 
ment blunders.  Consider  its 
introductory  offer  to  enlarge 
its  record-club  membership. 
Promoting  Amy  Grant  and 
others  in  its  stable  of  top- 


GRANT:  DeiHOJid 
outgrew  supply 


flight  religious  performers, 
Nelson  doubled  the  number 
of  free  compact  disks  for  new 
members,  to  eight,  but  lacked 
the  inventory  to  meet  the 
huge  response.  So  instead  of 
one  mailing  per  order,  it  end- 
ed up  making  two  or  thi-ee — 
sending  postage  costs  soaring 
and  aggi'avating  customers. 


Other  ventures  have  been 
costly  flops,  such  as  a  new 
magazine  line. 

Chairman  Sam  Moore  in- 
sists Nelson  is  ironing  out 
these  problems,  and  profits 
will  return  this  year.  But 
A.  G.  Edwards  analyst  Mike 
Kupinski  is  skeptical  because 
Nelson  faces  tougher  compe- 
tition. One  example:  Media 
giant  Bertelsmann  recently 
bought  the  Reunion  religious 
label.  Bill  Carey 


THE  BIG  PICTURE 


HIGHER  ED,  HIGHER  COSTS 


College  tuition 
is  rising,  but  less 
than  half  as  fast 
as  five  years  ago. 
It  has  slowed 
largely  because 
cutbacks  in 
government  tui- 
tion subsidies 
have  abated. 
But  salaries, 
maintenance, 
and  other  costs 
are  still  going  up. 

DATA:  BUREAU  OF  LABOR  STATISTICS 


It's  a  psychological  thrillej 
called  Tender  Loving  Car^ 
starring  John  Hurt  iAlien\ 
about  a  couple  who  lose  theij 
child   in    a   car  accident! 
Ti-ilobyte  doesn't  have  a  filr 
distributor  yet — the  comps 
ny  is  talking  to  Paramour 
and  Metro-Goldwyn-Mayer- 
but  is  premiering  both  ver 
sions  at  the  game  industry'! 


* 


HURT:  At  your  PC  soon 


upcoming  annual  conclave 
Ti'ilobyte  uses  the  movie 
footage  in  the  game,  a  ted 
nique  it  helped  pioneer  i 
The  7th  Guest  game. 

Until  now,  marketers  ha 
capitalized  on  existing  hits  i 
either  medium.  With  Sta 
Wars  and  Lion  King,  th 
movies  inspir-ed  games.  Fc 
Mortal  Kombat,  the  gam 
pr-eceded  the  movie.  On 
plus:  TLC  cost  $2.5  million  fc 
both  game  and  film.  That's 
bit  higher  than  the  averag 
game-creation  cost  ($1.5  mi 
Hon)  but  far  less  than  an  a\ 
er-age  movie  ($36  million 
The  odds  of  success  ar 
quite  scai'y.  Only  1  in 
movies  makes  a  profit;  game 
1  in  20.  Kathy  Retell 


lit'  (I, 


FOOTNOTES  Key  factor  in  choosing  a  fast-food  restaurant:  location,  26%;  food  quality,  25%;  menu  selection,  1 6%;  pinces,  8% 
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UNLIMITED  PARTNERSHIP 


KhlKC)  BHRARl)  FROM  BOBINC  with  RANOY  CHAMBliRS  FROM  ARAMARK. 


'  ARAMARK  RECOMMENDED 

A     PLAN     TO      USE     THEIR     UNIFORM  SERVICES 

A  WHOLE  LOT  LESS. 


Here  at  Boeing  we're  always  tryiiii^  to  find  ways  to  improve.  You  might  say  it's  part  of  the  culture  around  here." 
eiko  Berard  of  Boeing.  "Well,  ARAMARK  came  in  witli  a  spirit  very  much  like  our  own.  They  spent  quite  a  bit  of  time 
diking  to  employees  about  their  uniforms.  And  the  solution  we  uncovered  together,  using  fewer  uniforms,  was  right  on 
jrget.  They  are  now  handed  out  as  they  are  needed.  Simple.  Smarter  than  lockers  full  of  more  uniforms  than  we'd  ever  need, 
ut  you  know,  !  consider  Randy  and  everyone  at  ARAMARK  to  be  part  of  the  team.  It's  a  relationship  that's  matured 
ver  the  years.  And  along  with  our  uniforms,  they  also  handle  our  dining  and  vending  services.  I've  come  to  realize  that 
ley  take  on  our  goals  and  expectations  as  their  own."  Do  less.  You'll  only  hear  that  at  ARAMARK  after  we've  spent  more 
me  digging.  More  tune  trying  new  ideas.  In  the  case  of  Boeing,  doing  less  was  right  for  Boeing.  And  Keiko  has  proof. 
\RAMARK  reduced  inventory  4()"o.  Cut  costs  l5'!-t).  And  were  embraced  by  our  employees  100%."  ^^J^^^J^^^^J^^^ 

F  COURSE  THFRF'S  MORE  TO  TFLF  ABOUT  UNLIMITED  PARTNERSHIP.  PLEASE  CALL  1  -800- ARAMARK.  Managed  Semces.  Managed  Better. 


Paper  cuts  . 
Flu  s  e  a  s  o  n  .  :  ' 

Bruised  egos. 

The  cafeteria  food. 

It's   hard   to   protect  y 


pcour 

[fori 

jifim  u 
lyourfl 


)loyees  from  the  unexpected. 

^-  But  it  just  got  easier. 


The    1  996   Chevy  Cavalier. 

You  may  not  be  able  to  protect  your  employees  from  the  surprises  they 
incounter  every  day  at  the  office,  but  you  can  look  out  for  them  when  they  leave  it. 

For  1996,  every  Chevy  Cavalier  comes  with  Daytime  Running  Lamps  which  allow 
jr  employees  to  be  more  easily  seen  on  the  road  by  other  drivers.  Thoughtful  touches 
!  front  and  rear  cup  holders  as  well  as  Scotchgard™  Protector  on  seat  fabrics  and  door 

trim  make  the  interior  of  the  Cavalier  a  nice  place  to  be.  With  standard  features 
e  dual  air  bags  and  anti-lock  brakes,  the  Cavalier  is  more  than  an  intelligent  bet  for 

your  fleet  —  it's  a  safe  one.  For  more  information,  call  1 -800-FLEET-OPerations. 


Genuine  Chevrolet 

The  Cars  More  Americans  Trust. 

hevrolet  Emblem  and  Cavalier  are  registered  trademarks  and  Chevy  is  a  trademark  of  the  CM  Corp.  ©1996  GM  Corp  All  Rights  Reserved.  Buckle  up.  America!  '* 
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WEIGHING  IN 

ON  THE  FAA  

"How  to  end  the  free  ride  at  the 
faa"  (News:  Analysis  &  Commentary, 
May  6)  contains  a  number  of  misleading 
statements.  Most  of  the  Federal  Avia- 
tion Administration's  funding  (nearly 
75%)  comes  directly  from  charges  on 
users — not  general  taxpayer  revenues. 
Since  1970,  the  users  of  air  transporta- 
tion have  paid  a  variety  of  taxes  to  fimd 
the  FAA.  Persons  who  do  not  use  faa 
services  do  not  pay  such  levies. 

The  portion  of  faa  funding  that 
come  from  general-taxpayer  revenues 
largely  reimburses  the  faa  for  the  mil- 
itary's use  of  the  system  (estimated  at 
15%)  and  the  federal  government's 
use — such  as  border-control  operations. 
It  also  reflects  the  public  benefit  in- 
herent in  a  strong  air-transportation 
system. 

The  article  also  states  that  "calls  to 
bring  bottom-line  business  practices  to 
the  Federal  Aviation  Administration 
have  been  thwarted,  largely  thanks  to 
the  corporate-  and  business-plane  lobby." 

Nothing  could  be  further  from  the 
truth.  It  was  this  very  group  that 
helped  lead  the  charge  to  bring  the 
faa's  cumbersome  personnel  and  pro- 
curement practices  in  line  with  those 
in  the  private  marketplace.  If  neces- 
sary, Congi'ess  should  increase  user  tax- 
es and  look  for  ways  to  maximize  this 
important  revenue  stream,  gama  has 
supported  increases  in  the  aviation-fuel 
tax  to  fund  the  faa.  But  let's  not,  as 
you  seem  to  suggest,  replace  established 
user  taxes  with  European-style  fees. 
That  would  only  lead  to  bigger  and  less 
efficient  government,  reduced  aviation 
activity,  and  possibly  a  declining  safety 
record. 

Edward  W.  Stimpson 
President 

General  Aviation  Manufacturers  Assn. 

Washington 

Instead  of  taking  advantage  of  huge 
potential  cost  savings,  the  FAA  has  pan- 
dered to  an  entrenched  bureaucracy, 
coddled  overpaid  employee  unions,  and 
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CORRECTIONS  &  CLARIFICATIONS 

In  "Micron's  comeback  kid"  (People,  May 
13),  Joseph  L.  Parkinson's  1994  departure 
from  the  company  should  have  been 
characterized  as  a  resignation  instead  of 
an  "ouster."  Furthermore,  Parkinson  and 
other  top  executives  were  not  "chased 
out";  they  left  of  their  own  volition.  Final- 
ly, while  management's  demand  that  CEO 
Steven  Appleton  be  rehired  was  not  the 
first  time  it  had  stood  up  to  the  board,  the 
move  was  management's  most  decisive 
victory  in  years. 


wasted  billions  on  gold-plated  "cue 
tomized  systems"  that  rarely  live  up  t 
their  hype.  If  faa  employees  met  th 
same  productivity  standards  that  ar 
widely  expected  through  the  aviatio 
industry,  there  would  be  no  need  fo 
additional  taxes  or  more  user  fees. 

James  K.  Coyn 
Presider 

National  Air  Transportation  Assi 
Alexandria,  Vi 

DID  OLLIE  NORTH'S  IPOs 
REALLY  HEAD  SOUTH?  

As  counsel  to  Landmark  Inteniatioi 
al  Equities,  we  want  to  point  out  th£ 
youi'  article  misled  readers  into  he\ie\ 
ing  that  the  two  public  offerings  b 
Landmark  were  "both  money-losers  fc 
investors"  ("Ollie  North  goes  gunnin 
for  investors,"  News:  Analysis  &  Con 
mentary,  Apr.  29). 

You  state  that  "shares  of  GreenMa 
Technologies  Inc.  hit  8X  after  going  pul 
lie  in  October  but  traded  on  Apr.  17  £ 
only  5."  In  fact,  the  pubhc  offering  coi 
sisted  of  one  share  of  common  stoc 
and  one  common-stock  purchase  wai 
rant.  Clients  of  Landmark  purchase 
securities  for  an  aggregate  price  ( 
$5.10.  An  Apr.  17,  the  aggregate  pric 
was  $6.9:375.  You  also  state  that  R.  ] 
Management  Coip.  "went  pubhc  in  Jul 
at  7K  a  share;  on  Apr.  17,  it  was  £ 
3/1."  In  fact,  the  combined  (stock  an 
warrants)  offering  price  was  $5.70.  0 
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George  Myers  was  ruinecl  because  ke  kad  kis 
oney  on  Wall  Street.  6?  years  later,  tke  same  could 
kappen  to  kis  granddaugkter  if  ske  doesn't. 


In  a  tiiTie  in  which  the  only  thing  we 
can  depend  on  is  ourselves,  investing  is  more 
than  a  luxury.  It  is  a  virtual  necessity.  And 
our  best  hope  for  financial  independence. 

For  over  130  years,  John  Hancock  has 
forged  an  investment  strategy  that  has  helped 
millions  of  individuals,  institutions,  and  pension  funds 
to  realize  their  financial  potential.  A  savvy,  disciplined 
approach  that  seeks  out  opportunities  for  growth  while 
shunning  reckless  speculation  and  excessive  volatility. 

To  that  end,  we  offer  mutual  funds,  with  a  wide  range 
of  investments  from  stocks  to  bonds.  The  tax-deferred, 
long-term  growth  potential  of  fixed  and  variable  annuities. 
And,  as  you  would  expect,  the  protection  and  growth 
potential  of  variable  life  insurance. 

To  learn  more,  contact  your  John  Hancock  represen- 
tative or  your  personal  financial  advisor. 

Insurance  for  the  unexpected. 
Investments  for  the  opportunities:" 


WORLDWIDE  SPONSOR 


Jl  investments  invoKc  risks,  and  past  pertormance  is  no  guarantee  of  future  results.  W  ithdrawals  prior  to  age  l)i  tor  an  aiinuit)  contract  ma)  result  in  a  iU  r  IR.^  jxnaitv.  Surrender  or  withdrawal 
charges  may  apply  to  annuity  and  life  insurance  contracts.  For  registered  products,  you  will  receive  a  prospectus  containing  more  complete  information  including  charge's  and  expenses.  Read  the 
prospectus  carefully  before  you  invest  lohn  Hancock  .Mutual  Life  Insurance  Companv.  |ohn  Hancock  Distributors,  Inc..  Boston,  .M.A  02117,  |ohn  Hancwk  Funds,  Inc.,  Boston,  .Vl.A  02 1 W 
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Thanks  to  Deutsche  Telekom's 
skills  with  fiber  optic  technol- 
ogy, Germany  now  has  one  of 
the  most  extensive  and  sophisti- 
cated telecommunications  infra- 
structures in  the  world.  It's 
called  T-Net.  And  it's  just  one 
reason  why  the  world  is  turning 
to  us  as  the  ideal  place  to  join 
what  is  fast  becoming  the  global 
"information  society". 


Deutsche  Telekom  is  the  undis- 
puted world  leader  in  building  in- 
formation superhighways.  Indeed, 
we  have  already  laid  1 00,000  kilo- 
meters of  fiber  optic  cable  in  Ger- 
many alone.  It's  the  most  closely- 
knit  fiber  optic  network  in  the 
world  -  and  all  of  Germany's  major 
economic  centers  have  been  linked 
to  it  since  1 993.  We're  aiming  to 
be  the  first  company  to  bring  this 
highly  advanced  technology 
down  to  street  level,  too.  Our  ini- 
tial target  is  1 .5  million  German 
home  connections,  many  of 
which  are  already  up  and  running. 

Laying  the  foundations  for 
the  information  society. 

Deutsche  Telekom  also  leads  the 
way  in  ISDN.  Thanks  to  us,  the 
system  is  better  developed  in  Ger- 
many than  anywhere  else.  Virtual- 
ly every  business  customer  can 
now  be  connected  to  the  net- 
work and  tap  in  to  the  new  infor- 
mation society  via  a  multimedia 
PC.  We're  pushing  ahead  with 
cable  television  technology,  too. 
24  million  German  households  - 
a  full  65  %  of  the  market  -  are 
wired  up  and  waiting  to  access 
multimedia  via  their  TV  screens. 
This  makes  Germany  the  world's 
biggest  domestic  target  market 
for  multimedia  services. 

The  world  is  talking  our 
language. 

GSM  is  the  new  standard  for  dig- 
ital mobile  communications  all 
round  the  world.  It  was  developed 
in  Europe  under  the  joint  leader- 
ship by  Deutsche  Telekom  and 
our  partner,  France  Telecom. 
GSM  mobile  communications 
networks  have  got  people  talking 


in  more  than  80  countries  across 
four  continents  -  and  the  number 
is  growing  all  the  time.  On  top 
of  that,  we  have  now  opened  the 
way  for  unlimited  mobile  com- 
munications between  Europe  and 
North  Amenca  for  the  very  first 
time. 

No  barriers.  No  borders. 

It  won't  surpnse  you  to  learn  that 
Deutsche  Telekom  is  active  in  all 
the  world's  major  economic  cen- 
ters. But  we've  also  placed  spe- 
cial emphasis  on  developing  our 
business  closer  to  home:  in  East- 
ern Europe  and  the  CIS  states. 
From  Hungary  all  the  way  to 
Kazakstan,  we're  either  building 
our  own  networks  or  we  have  al- 
ready joined  forces  with  the  local 
network  operators.  You  could 
say  it  has  put  us  on  the  map  in 
that  part  of  the  world.  It  has  cer- 
tainly made  us  the  market  leader. 

You  couldn't  be  in  better 
company  for  the  future. 

Deutsche  Telekom  is  the  No,  1 
telecommunications  company  in 
Europe  -  and  the  second  largest 
network  operator  worldwide. 
We  continue  to  pioneer  new  tech- 
nologies. In  fact,  since  1 990  we 
have  invested  DM  1 35  billion  in 
new  telecommunications  infra- 
structures, which  makes  us  the 
world's  single  largest  investor  in 
this  area.  We  offer  multimedia 
and  online  services,  "smart"  net- 
works and  a  wealth  of  expenence 
and  know-how  -  all  backed  by 
strong  business  partnerships 
which  span  the  globe.  Many  com- 
panies now  have  sophisticated 
international  communications 
needs.  Few  companies  are  as 
well  qualified  to  satisfy  them  as 
Deutsche  Telekom. 


Europe's  No.  1  in 
telecommunications. 


I   ■  ■ 


Deutsche 
Telekom 


For  reservation**,  call  your  travel  consultant  or  USA  ^  Canada 
toll-treed  800 1 ''42  5050  Internet  http  7www  Shangri-La  com 

0 

SHANCRI-LA 

V  V  V 


Buy  recyc  led.  It  would  mean  tke  world  to  tkem. 

TKanles  to  yoii,  all  sorts  of  everj'day  products  are  being  made  from  materials 
you've  recycled.  But  to  keep  recycling  wc'rking,  you  need  to  Kuy  tKose  products. 
For  a  free  Lrocliure,  wri  te  Buy  Recycled,  Environmental  Defense  Fund,  257 
Park  Avenue  South,  New  York  NY  10010,  or  call  1 -800-CALL-EDF. 


4>EPA 


ENVIRONMENTAL  I 
DEFENSE 
FUND  I 


Readers  Report 


Apr.  17,  the  combined  price  was  $5.37." 

Anthony  M.  Collur; 
Silverman,  Collura  &  Chemi: 
New  Yorl 

Editor's  note:  The  article  did  not  dif 
ferentiate  hetweeji  Landmark's  cus 
tomers,  who  invested  at  the  offerim 
'  price,  and  others  who  invested  later.  Wi 
did  not  intend  to  leave  the  impressioi 
that  all  investors  lost  money. 

WATCHING 
APPLE  BROWN 


It's  sad  to  see  Apple  Computer  Inc 
in  financial  difficulties.  Amelio's  plan  t 
rescue  Apple  seems  risky  ("Apple:  Tick 
tock.  Tick,  tock,"  News:  Analysis 
Commentary,  Apr.  29).  I  >vish  Ameli( 
and  Apple  the  best  of  luck,  but  witl 
computers  being  sold  hke  fast  food,  th( 
Mac  is  just  another  hamburger 

Thomas  C.  Zebovit: 
Colonia,  N.J 

WELL.  ANYWAY, 
IT'S  VERY.  VERY  FAST 


"Speed  gets  a  whole  new  meaning 
(Science  &  Technology,  Apr  29)  certain 
ly  does  give  speed  a  new  meaning.  Th 
bliu'b  says:  "To  get  an  idea  of  teraflop; 
speed,  imagine  flying  to  the  moon  an( 
back  in  one  second."  While  it  is  possibL 
to  imagine,  it  is  impossible  to  do,  as 
would  require  traveling  at  nearly  threi 
times  the  speed  of  hght.  Perhaps  it  wa 
a  confusion  of  hyperbola  for  hyperbole 
Kenneth  B.  Welle 
General  Electric  r&d  Cente 
Schenectady,  N. 
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Presenting  6  Words 
Not  Usually  Associated 
With  Life  Insurance 


First  we  made  investing  simple  and  inexpensive,  now  we're  doing  the  same  with 
life  insurance.  Quite  simply,  new  SchwabLife™  Insurance  Services  eliminates 
the  hassle  of  buying  life  insurance.  Most  applications  can  be 
completed  over  the  phone  in  about  15  minutes.  There  are  no 
agent  visits.  No  high  pressure  selling.  No  complicated  paperwork. 


Simple. 


You'll  be  amazed  when  you  find  out  just  how  much  you  can  save  when  you 
buy  life  insurance  through  Schwab.  With  the  exclusive,  low-cost  policies — not 

available  anywhere  else — you  could  save 
25  to  70%  on  premiums.  In  many  cases,  that 
could  add  up  to  hundreds  of  dollars  a  year' 


Inexpensive. 


Now  you  can  buy  life  insurance  through  a  company  you  know  and  trust.  And  to 
assure  you  quality  coverage,  we've  selected  Great-West  Life  &  Annuity  Insurance 
Company  to  issue  and  underwrite  these 
policies.  Great-West,  one  of  the  most 
highly  rated  life  insurance  companies  in  the  country  ranks  GUARANTEE 
in  the  top  1%  of  all  rated  life  insurance  companies.-' 


Schwab. 


if 


Call  now  for  a 
Two-Minute  Easy  Quote. 

1-800-938-0051 


Schwabli 


You  won 't  find  a  lower-priced 
policy  from  an  insurance 
To  see  how  much  you         company  rated  If^is  /?/g/i 

could  be  saving  with  SchwabLife  Insurance 
Services,  call  for  a  Two-Minute  Easy  Quote  and 
compare  these  low  rates  to  what  you're  currently 
paying.  New  SchwabLife.  Simple.  Inexpensive. 
Exactly  what  you'd  expect  from  Charles  Schwab. 


'J3a.se(l  inui  siir\e\cx)nducted  by  Great-West,  3/96;  2, Holds  the  top  ratings  from  AM  Best  (A++),  Standards  «        ^  « 

.\-\.\).  and  Duff  &  Phelps  (AAA),  and  the  third-highest  rating  from  Moody's  (Aa2).  *You  can  return  the  poiic\'  1^  11 Q  t*1^C  ^/*llU7Q  n 

utliin  M)  davs  of  receipt" for  a  full  refund.  Fblicies  undewritten  bv  Great-West  Life  &  Annuity  Insurance  Company.  V4ll<iriC^  OvllWdLI 

19f)(i  P()licies  distributed  by  Charles  Schwab  &  Co.. Inc.  All  rights  reserved.Member  SIPC/NYSE.  (5/96) 


China 

Airlines 
lies  to  30  cities 
'round  the  world. 


Building  for  the  future... 


Willie  on  holiday,  one  family  purchased  something  they  couldn't  quite  manage  to  bring  home...  a  plot  of 
land  for  a  second  home.  Word  has  it  that  they'll  soon  be  building-for  their  future.  "Just  something  small, 
enough  room  for  the  kids  and  us...  with  that  glorious  scenery  outside,  who  needs  a  big  house?" 

Like  them,  China  Airlines,  the  airline  of  Taiwan,  is  also  building  for  the  future.  Which  is  why  we're 
upgrading  and  expanding  our  fleet.  Investing  in  advanced  flight  technology  as  well  as  training 
systems. 

As  we  head  into  the  2ist  century,  a  staunch  commitment  rides  with  us.  That  of  meeting 
your  expectations  of  service  excellence.  And  exceeding  them. 
For  you...  We  blossom  every  day. 


CnmA  AIRLINES 


f  ipet  Taiwan.  ROC 


The  Luxury  Collection 


III  Ml  I  H  \  I  n\ 


V  they  come  to  experience  one  of  golfs  great 
adventures,  or  the  superb  follow-through  at  the 
Sheraton  Grande  Torrey  Pines? 

Overlooking  the  renowned  Torrey  Pines  Cham|iionshi|)  (iolf  Course  stanils  the  magnificent  Sheraton  Grande 
Torrey  Pines.  An  award-winning  retreat  that  epitomizes  casual  elegance,  guests  enjoy  breathtaking  ocean  views 
lighted  tennis  courts,  a  spectaculai  pool  and  spa  set  amidst  a  Iu^h  garden  setting  plus  24-hour  personal  hullcr 
sen'ice  and  complinientar>'  chaulTeuietl  Fown  Car  service  within  the  La  Jolla/Del  Mar  area. 
For  reservations,  call  \i>ui  travel  jinijessioiial  (jr  80U-762-6160. 


Sheraton  Grande 
Torrey  Pines 


109.50  N.  Torrey  Pines  Road  La  Jolla.  California  92037  Tel.  (619)  .5.58-1.500  www.infopost.rom/slipralon/ 


Think  about  it. 


Eittier  you're  taking  advantage  of  every 
opportunity  for  your  financial  future. . . 

Fidelity 
P  re  111  i  a  in 
A,i,ietii 
Group 

Think  about  it.  Your  increasingly  complex  Financial  needs  demand  customized 
solutions  —  from  portfolio  management,  charitable  giving  strategies,  and 
personal  trust  and  estate  planning  ser\  ices,  to  tax-advantaged  investments, 
variable  annuities,  mutual  funds,  and  brokerage  services.  You  need  to  explore 
every  opportunity. 

Now  one  of  the  world  s  leading  financial  services  companies  offers  you  all  this, 
and  more. 

Fidelity  Premium  Assets  Group  combines  Fidelity's  renowned  investment 
e.xpertise  with  an  exclusive  level  of  personal  service  to  help  meet  the  distinct 
needs  of  clients  with  substantial  assets. 

You  get  e.xpanded  access  to  Fidelity' s  vast  resources  and  full  range  of  financial 
products.  And  you  get  the  time,  attention,  and  expertise  that  can  ensure  your 
portfolio  has  every  opportunity  to  succeed.  If  you  think  about  it,  why  would 
you  settle  for  an\'thing  less? 

Call  for  an  appointment  to  discuss  how  we  can  help  you  make  the  most  of  your 
portfolio  of  $500,000  or  more.  1-800-854-2829. 


Fidelity 
Inuesiments® 


Services  offered  by  separate  Fidelity  Investments  companies  and  Fidelity  Investments  Ctiaritable  Gift  Fund,  a  tax-exempt  cfiaritable  organization. 
Not  all  services  available  in  all  states.  Trust  Services  offered  only  ttirougfi  auttiorized  trust  companies  and  may  vary  tiy  state.  Variable  annuities 
are  distributed  by  Fidelity  Brokerage  Services,  Inc.,  Fidelity  Insurance  Agency,  Inc.,  and  Fidelity  Investments  Insurance  Agency  of  Texas,  Inc 
For  general  information,  contact  Fidelity  Brokerage  Services,  Inc.,  Member  NYSE,  SIPC. 
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Hit  the  Veeblefester's  home  page  with  an  analog  modem,  and  it  could  be  days  before  you  get  out.  But  hit 
it  with  a  BitSURFR  Pro^"  ISDN  modem  and  you'll  be  out  long  before  the  first  of  their  26  vacation  pictures 
starts  to  appear.  That  same  speed  lets  you  shoot  e-mail  to  the  office  and  download  really  big  files  in  no 
time.  So  you  can  tell  your  friends  your  new  purple*  BitSURFR  Pro  has  practical  applications.  But  if  you 
really  want  to  impress  them,  tell  them  it  has  voice  capability  and  lets  you  transmit  data  on  your  computer, 
talk  on  the  phone  or  send  and  receive  faxes  at  the  same  time.  (All  while  balancing  a  plate  on  its  nose.) 
Digital  is  for  real.  So  to  find  out  how  ISDN  can  save  you  precious  time,  call  1 -800-4PB-ISDN.  To  learn  more  about 
Motorola,  call  1 -800-4-A-MODEM  Oh,  and  don't  forget  to  say  "hi"  to  the  Veeblefesters  for  us.  Really  quickly. 


http://www.mot, com/ISDN 


■AJsd  available  in  black  for  those  who  have  to  work  in  stuffy  corporate  offices. 
Mptorolg  and  BitSURFR  are  trademarks  of  Motorola,  Inc.  ©1996  Motorola,  Inc. 


What  you  never  thought  possible 


Technology  &  You 


lY  STEPHEN  H.  WILPSTROM  

CD  AND  BROWSER: 
Wm  A  LOVEIl  PAIR 


i  home-repair  cd-rom 
ooks  just  \\ke  the  Web 
-and  gives  you  instant 
,ccess  for  browsing 

Then  I  sat  down  re- 
vLm/  cently  to  test  drive 

tT  a  new  version  of 
he  Home  Improvement  En- 
yclopedia  cd-rom,  a  curious 
[ling  happened.  A  ringing 
oorbell  and  a  screen  an- 
ouncing  the  program  were 
rdinary  enough.  Then,  the 
Netscape  Navigator  Web 
rowser  fired  up  auto- 
latically,  and  I  was 
)oking  at  the  Home 
mprovement  Encyclo- 
edia  home  page.  It  felt 
ke  the  World  Wide 
Veh,  though  I  was  ac- 
aally  looking  at  a  file 
n  the  CD-ROM. 

At  first,  I  thought  us- 
ig  a  Web  browser  to 
an  a  digital  reference 
rork  might  be  a  gim- 
lick  to  cash  in  on  the 
nternet  craze.  But  it 
xms  out  to  be  more  useful 
1  a  couple  of  respects  than 
lie  less  familiar  and  more 
mited  navigating  screens 
hat  vary  from  program  to 
rogram.  The  browser  ap- 
roach  is  also  an  indication 
f  where  both  business  and 
onsumer  software  ai"e  going. 
RAIL  MARKERS.  I  am  con- 
inced  that  a  major  reason 
)r  the  phenomenal  populari- 
Y  of  the  World  Wide  Web  is 
ow  easy  Navigator  and  oth- 
r  browsers  make  it  to  get 
round.  Finding  what  I  want 
n  the  anarchic  Web  may  be 
ifficult.  But  once  I've  found 

site,  such  features  as  the 
liekable  forward  and  back 
uttons  let  me  follow  links 
asily.  And  adding  a  site  to 


my  list  of  favorites  with  a 
chck  gives  me  the  electronic 
equivalent  of  a  trail  of  bread- 
crumbs to  follow  when  I 
want  to  return. 

The  browser  is  particular- 
ly good  for  a  reference  work 
such  as  this  clear  and  infor- 
mative guide  to  home  repairs 
and  improvements.  Finding 
help  often  requires  jumping 
from  place  to  place.  And 
when  using  a  book,  I  tend  to 
run  out  of  fingers  marking 
places.  Publishers  of  cd-rom 
references  long  ago  came  up 


with  electronic  bookmarks. 
But  nothing  matches  the 
ease  of  a  browser,  which  lets 
you  get  a  list  of  pages  you've 
visited  and  click  on  one  to 
get  there. 

The  encyclopedia  also  al- 
lows you  to  move  freely  be- 
tween material  on  the  cd 
and  the  Web.  Nearly  every 
page  includes  links  to  Web 
sites  appropi'iate  to  the  top- 
ic. If  you  have  an  Internet 
service,  you  can  automatical- 
ly switch  between  pages  on 
disk  and  pages  on  the  Net. 
(You  can  see  a  sample  at 
http://www.btw.com.) 

Web  browsers  ai"e  also  ex- 
tremely versatile.  The  $85 
price  tag  for  Home  Im- 
provement Encyclopedia  3.0 


by  Books  that  Work  (800- 
242-4546)  includes  a  copy  of 
Netscape  Navigator  2.0, 
which  you  can  use  just  to 
cruise  the  Net.  The  "plug- 
in"  design  used  in  this  Navi- 
gator (and  to  be  copied  by 
Microsoft  Corp.  in  the  up- 
coming Internet  Explorer 
3.0)  also  allows  you  to  add 
features.  The  Home  Im- 
provement Encyclopedia,  for 
example,  uses  Macromedia's 
ShockWave  plug-in  to  add 
animation  to  its  pages.  Too 
often,  the  "multimedia"  fea- 
tures added  to  computerized 
reference  offerings  are  little 
more  than  distractions.  Not 
here.  An  animated  se- 
quence showing  how  to 
relight  the  pilot  on  a 
hot-water  heater,  for  ex- 
ample,  adds  real  value. 
BROWSER  WORLD.  Develop- 
ers of  software  for  both  busi- 
ness and  the  home  market 
are  looking  to  the 
browser  as  a  sort  of 
universal  interface  for 
progi'ams.  In  business, 
where  high-quality  In- 
ternet connections  are 
common,  progi'ammers 
are  enhancing  browsers 
with  E-mail,  access  to 
coi-jDorate  databases  and 
forms,  and  other  fea- 
tures. Home  Improve- 
ment Encyclopedia  il- 
lustrates how  well  the 
approach  can  work  with 
consumer  products,  too. 

The  browser-ization  of 
computing  will  hkely  pick  up 
steam  late  this  year,  when 
Microsoft  releases  an  up- 
gi'ade  to  Windows  95  and  NT 
that  has  browser  features 
built  right  into  the  desktop. 
And  both  Microsoft  and 
Netscape  Communications 
are  testing  browsers  that  im- 
prove on  already  good  navi- 
gation tools. 

There's  a  danger  that  as 
progi'ammers  load  more  and 
more  into  browsers,  they'll 
lose  the  simplicity  of  use  that 
makes  them  so  attractive. 
But  chances  are  good  that 
finding  youi'  way  ai'ound  both 
your  progi'ams  and  the  Web 
is  going  to  get  easier. 


BULLETIN  BOARD 


PRINTERS 
BANNERS  ARE  BACK 

When  inkjets  replaced  dot- 
matrix  printers  in  recent 
years,  few  people  missed  the 
poor  print  quality,  noise,  and 
frequent  paper  jams.  But  they 
were  sorry  to  lose  the  ability 
to  print  the  big  banners  that 
have  been  a  fixture  of  birth- 
day parties  and  homecomings 
since  the  days  of  the  Apple  II. 


Now,  Hewlett-Packard  has 
brought  back  banners — and 
you  won't  need  crayons  to  get 
color.  With  the  flip  of  a  lever, 
the  $300  DeskJet  680C  (the 
Macintosh  version  is  called 
DeskWriter  680C)  can  switch 
from  single  sheets  to  fan- 
folded  paper  to  print  banners. 
For  an  extra  $29,  you  can  get 
the  682C  for  Windows,  which 
comes  with  a  variety  of  Disney 
software  for  printing  banners, 
cards,  and  other  novelties. 

LAPTOPS 
SPEED  PLUS  VIDEO 

Reader  Hal  Pawluk  of  Los 
Angeles  wonders  why  his  Dell 
Computer  laptop  seems  to 
perform  more  slowly  than  a 
Dell  desktop,  even  though  the 
notebook  has  a  faster  proces- 
sor. Many  factors  go  into  a 
system's  overall  speed.  But 
the  biggest  culprit  in  a  slug- 
gish notebook  is  likely  to  be 
the  video-display  adapter, 
which  sacrifices  performance 
to  meet  the  demands  of  space 
and  power  consumption.  The 
good  news:  A  new  generation 
of  video  systems  now  appear- 
ing in  laptops  rivals  desktop 
performance. 


QUESTIONS?  COMMENTS?  E-mail  tech&you@businessweek.com  or  fax  (202)  383-2125 
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Apparent  we're  not  t 
56  million  users  constt 


"Leadershij)  in  Ibv  sojiifdrv  i/nl/istry  mjiiin's  a  strong 
conimitmeni  to  cross-philjonii  s/tpport.  Onide  will 
continue  to  invest  in  supporting  the  Apple  platform  to 
further  our  position  us  the  world's  leading  supplier  of 
information  management  software" 

Larry  Ellison,  Chairman  and  CEO,  Oracle  Corp. 


"Macromedia  and  Apple  have  worked  together  for  ten  years 
to  develop  the  market  for  graphics,  multimedia  and  video.  The 
Macintosh  conthiues  to  excel  as  a  leading  plaform  for  creative 
professionals  worldwide.  Macromedia  is  committed  to  the 
Machitosh  uiut  the  nnllions  of  customers  that  depend  on  it." 

Bud  Colligan,  Chairman,  President  and  CEO, 
Macromedia,  inc. 


"Corel  Ls  excited  about  the  business  prospects  we  see  for  sup- 
porting the  Macintosh  platform.  Over  the  next  few  months,  we 
will  he  releasing  Corelt)RWfor  the  Mac  as  well  as  continuing 
to  enhance  OfficeSiiite  and  our  many  other  products  fin-  the 
Mac.  We  think  the  Mac  will  play  a  mapr  role  in  our  future" 
Michael  Cowpland,  President  and  CEO,  Corel  Corp. 


"Intuit  views  the  Macintosh  as  a  ke]'  platform  for  our  consumer 
and  small  business  software  products.  As  the  developer  of  top- 
selling  Macintosh  applications  such  as  Quicken.  Macln'fax  and 
QuickBooks,  Intuit  is  fully  committed  to  the  Macintosh" 

Scott  Cook,  Chairman,  Intuit 


"Microsoft  has  fist  introduced  the  award-winning  Micnisifl 
Intenwt  Explorer  for  the  M(wintosh,  and  k  hard  at  work  on 
great  new  versions  ofMicrosift  Ojfwe,  Microsoft  FrontPage  and 
many  other  lilies.  We're  also  committed  to  continued  inleroper- 
ability  belweeti  Windows  NT  Sender  and  the  Macintosh.  Since 
l%4.  Mwrosoft  has  been  committed  to  its  Macintosh  customers 
and  the  Macintosh  platform.  We  look  forward  to  introduci?ig 
a  significant  number  of  new  a?id  improved  products  as  we 
continue  our  secoiul decade  on  the  Mac'.' 


Machitosh  contributed  to  the  first  publi.-^huig  revolution.  This 
summer  when  ire  introduce  our  Inlenic!  and  multimedia 
design  tool.  Quarklmmedia.  users  can  cajntcdize  on  the  next 
revolution:  interactive  publishing  Macintosh  is  one  of  many 
important  tools  for  our  customers  and  Quark  will  conthiue 
to  develop  software  for  them" 

Tim  Gill,  Chairman  and  Senior  Vice  President  of 
Research  and  Development,  Quark,  inc. 


'  At  Hdmark.  the  Macintosh  is  an  important  platform,  thanks  to 
its  wide  use  in  both  the  home  and  educcdion  markets.  We  are 
committed  to  developing  high-qualit)'  educational  software  for 
the  Mac,  and  have  a  very  exciting  summer  and  fall  season  of 
new  products.  We  look  forward  to  its  continued  success" 

Sally  Narodick,  CEO,  Edmark 


only  ones  who  think 
;es  more  than  a  niche. 


rlje  Macintosh  has  always  betii  and  will  amtinue  to  be  a  critical 
comfmnent  of  the  Notes  cross-piatform  .'itni/e;^v.  will  continue  to 
keep  it  at  fall  parit)'  with  our  Windows  client  jilatforms'.' 

Jeff  Papows,  Executive  Vice  President  and 
Chief  Operating  Officer,  Lotus  Development  Corp. 


"Br0derbund  Software  remains  stondy  committed  to  the  Macintosh 
platform.  Over  the  years,  we  have  delivered  many  exciting  and 
market -leading  products  for  Macintosh,  and  it  is  an  important 
compojient  of  our  strategy  today.  The  Macintosh  provides  a  quality 
experience  that  matches  up  well  with  the  quality  we  always  strive 
to  deliver  to  our  customers'.' 

Doug  Carlston,  CEO,  Brederbund  Software,  Inc. 


"America  Online  got  its  start  with  Macintosh,  and  we  continue  to 
make  significant  investments  to  serve  the  1  million  Mac  members 
we  now  have  Wlien  we  release  AOL  3-0  later  this  year  it  will  be 
clear  to  all  that  the  'Mac  is  back'  at  AOL!" 


Steve  Case,  Chairman  and  CEO,  America  Online,  inc. 


They're  the  people  who  create,  and  sell, 
software  for  a  living.  The  people  who 
kiiow  the  difference  between  the  hype 
of  a  headline  and  the  realities  of  the 
market.  So  what  have  these  and  thou- 
sands of  other  developers  been  doing 
amid  all  the  speculation  and  musings 
of  late?  Same  thing  they've  been  doing 
for  years.  Reading  the  market.  Making 
smart  business  decisions.  And  writing 
new  applications  that  will  sell -applica- 
tions for  a  computer  named  Macintosh: 


"For  all  aspects  of  information  publishing.  Adobe  afid  our  customers 
prefer  the  Macintosh.  The  Mac's  ease  of  setup  and  use  distinguish  it 
atnong personal  computers.  Adobe  will  enthusiastically  support  the 
Mac  with  our  applications  now  and  in  the  future:' 


Dr.  John  E.  Warnock,  Chairman  and  CEO, 
Adobe  Systems  inc. 


http://always.apple.com 
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GOD  HAS  NINETY-NINE  NAMES 
Reporting  from  a  Militant  Middle  East 

By  Judith  Miller 

Simon  &  Schuster  •  574pp  •  $30 


BEHIND  THE  LINES 
OF  THE  JIHAD 


We  have  reached  one  of  those 
moments  again  when  every- 
tliing  looks  black  in  the  Middle 
East.  Suicide  bombings  have  soured  the 
Israeli  public  on  peace.  Israelis  have 
overreacted  to  guen-illa  provocations  in 
southem  Lebanon,  killing  scores  of  civil- 
ians. So  Judith  Miller's  God  Has  Ninety- 
nine  Names — above  all  a  chilling  survey 
of  the  wellsprings  of  hate  and  violence 
in  the  region — is  nothing  if  not  timely. 
At  the  least,  readers  will  come  away 
fi'om  this  highly  informative  tour  of  the 
many  faces  of  Islam  with  an  almost  tac- 
tile appreciation  of  the  Gaza  slums  that 
produce  suicide  bombers  and  the  grim, 
calculating  mullahs  who  guide  Hezbollah 
in  southern  Lebanon. 

Miller,  a  veteran  New  York  Times 


Middle  East  correspondent,  focuses  on 
the  Islamic  militants  who  are  bidding 
for  power  in  Ai'ab  countries  and  in  the 
newly  independent  Palestinian  areas — 
and  on  the  pohtical  leaders,  police,  and 
intellectuals  trying  to  combat  them.  She 
excels  at  describing  the  ferocity  of  the 
conflict.  For  instance,  she  reports  that 
Palestinian  Hamas  mihtants  plucked  out 
the  eyes  of  an  Israeli  border  guard 
whom  they  kidnapped  and  murdered  in 
1992.  And  how  in  crushing  a  r'ebellion  in 
Hama,  Syr'ia,  in  1982,  Syrian  soldiers 
are  said  to  have  piped  cyanide  gas  into 
buildings  wher'e  militants  wer"e  thought 
to  be  hiding. 

The  author-'s  wicked  sense  of  humor 
leavens  what  could  have  become  a  de- 
pressing catalog  of  mayhem.  She  tells  us 


that  fundamentalists  in  Egypt  hav( 
urged  their  followers  not  to  eat  squasl 
and  eggjjlants  because  of  their-  supposec 
resemblance  to  sexual  or'gans.  Th< 
amorous  antics  of  Libya's  Muamma; 
Qaddafi  are  a  sour'ce  of  much  fim.  Mille 
describes  how  the  colonel  sent  a  Bui 
gar-ian  nur-se  arTned  with  a  "giant  sy 
ringe"  on  an  unsuccessful  errand  to  ad 
minister  an  aids  test  to  a  femali 
correspondent  whom  he  hoped  to  bed 

It's  in  such  reporting,  rather  than  ii 
grand  analysis,  that  God  Has  Ninety  ^ 
Nine  Names  is  most  valuable.  Mille  t 
brings  to  life  the  diversity  of  the  Is 
lamic  movement  that  has  created  sue  ^ 
tur-bulence.  Just  as  there  are  99  name  i 
for  God  in  the  Kor-an,  Islamic  mihtanc; 
is  "as  distinct  from  country  to  countr;  B 
as  Catholicism  is  in  France,  Italy,  Brazi  it 
and  America,"  she  writes.  u 

Miller  takes  us  to  places  few  visitor  e 
would  ever  see.  In  the  interrogation  vrini  s 
of  an  Israeli  security  prison,  she  find 
a  prisoner — who  is  both  a  used-ca  fi 
salesman  from  Chicago  and  a  Hamas  op  !) 
er-ative — revealing  to  the  Israelis  th  in 
Palestinian  gr-oup's  dependence  on  cod  ;(i 
tributions  fi'om  U.  S.  Muslims.  Miller  als  t 
captui'es  the  sinister  atmosphere  in  th  !!i 
Shiite  villages  of  southem  Lebanon.  Dri  ^- 


MILLER  PROVIDES  A  CHILLING  SURVEY  OF  THE 


MIDEAST'S  WELLSPRINGS  OF  HATE  AND  VIOLENCE 


ng  through  the  hills  in  1988,  she  comes 
)on  kindergarten  children  drilling  like 
Idiers.  "They  ai'e  playing  maityi-,"  their 
acher  explains  approvingly.  "When  they 
e  older,  they  may  have  the  honor  of 
dng  for  Islam." 

The  teacher  had  just  come  back  from 
an,  often  viewed  by  the 
est  as  the  source  of  radi- 
lization.  But  the  dominant 
lamic-militant  trend  in  the 
rab  world  originates  with 
e  Egyptian  Moslem  Broth- 
hood,  Miller  shows.  She 
'ovides  an  accessible  intro- 
iction  to  the  life  and  work 

the  seminal  Brotherhood 
inker,  Sayyid  Qutb,  who 
as  hanged  by  Gamal  Abdel 
asser's  regime  in  1966. 
atb  broke  new  ground  by 
guing  that  leaders  such 


God  Has 
Ninety- 
nine 
Names 


Judith  miller 


as  Nasser, 
ho  bi-utally  repressed  such  Islamists, 
ere  not  Muslims  and  therefore  had  to 
:  deposed  by  force.  Many  of  today's 
dicals  are  Qutb's  intellectual  heirs. 
Miller  also  shows  that  America's  Arab 
lies  have  sometimes  stoked  Islamic 


militancy.  The  Saudis  have  long  provid- 
ed refuge  for  militants  and  have  funded 
their  organizations.  The  late  Egyptian 
President  Anwar  Sadat  helped  bring 
about  his  own  demise  by  encouraging 
the  fomation  of  Islamic  gi'oups  in  order 
to  counter  leftists,  who  he  thought  were 
more  dangerous  enemies. 

The  billions  of  dollars  in 
aid  and  weapons  that  the 
U.  S.  and  the  Saudis  sent  to 
Afghan  Islamic  guerrillas  in 
the  1980s  helped  train 
"thousands  of  Arab  militants 
in  Pakistan  who  had 
nowhere  to  go  and  nothing 
to  do  once  the  jihad  against 
Moscow  was  over,"  she  says. 
These  war  vets  are  now  the 
hard-core  cadres  of  the  Is- 
lamic groups  in  Egypt,  Sau- 
di Ai-abia,  and  other  countries. 

Will  the  Islamists  prevail  in  the  Middle 
East?  Miller  is  doubtful.  She  points  out 
that  the  Ai'ab  regimes  are  far  better  at 
self-preservation  than  many  people  sup- 
pose. Wliile  sharing  common  ideas,  the 
militants  ai'e  badly  split,  and  their  tactics 


are  often  self-defeating.  For  instance,  she 
says  that  the  Egyjjtian  Islamists'  attacks 
on  toiu^sts  have  been  a  tumoff  to  many 
Egyptians  who  depend  on  the  foreign 
visitors  for  their  livelihood.  Rule  by  Is- 
lamic mihtants  has  been  sometliing  of  a 
bust  in  Sudan  and  Ii"an,  the  two  countries 
that  have  such  regimes. 

On  the  other  hand,  Arab  leaders  are 
holding  on  to  power  only  at  a  tremen- 
dous cost  to  their  societies.  In  Algeria,  an 
estimated  40,000  people  ai'e  said  to  have 
died  in  civil  strife.  The  Syinan  army  has 
killed  as  many  as  30,000  in  Kama.  The 
Egyptian  regime  of  Hosni  Mubarak 
seems  to  have  gained  the  upper  hand 
on  the  militants  but  only  by  adopting 
the  widespread  use  of  tortui'e  and  other 
tactics  that  may  wind  up  increasing  its 
enemies.  Badly  needed  economic  reforms 
are  being  neglected  while  rulers  focus 
on  eliininating  their  opponents.  So  the 
regimes  now  in  power  may  win  this 
round,  but  they  certainly  aren't  so\\ing 
the  seeds  of  a  bright  futui-e. 

BY  STANLEY  REED 

International  Affairs  Editor  Reed 
follows  Middle  East  issues. 


ntelligent  questions  for  serious  investors. 


5  most  accurate  and  highly  reg£ 

\re  you 


iuaMy  the  more  information  you  have,  the  less  certain  you  are.  Which  makes  the  analytical 
ills  of  our  P^^ffi^^^stment  Executives  especially  vatuableThey  regularly  interpret  some  of 
B_most  accurate  and  highly  regarded  research  in  the  industry,  with  the  help  of  the  PaineWebber 

Research  Department.  This  team  of  strategists  and  research 
alysts  regularly  evaluates  70  industries  and  750  companies,  searching  for  opportunities  to  profit, 
d  to  avoid.  Their  efforts  transform  raw  data  into  something  no  investor  can  afford  to  be  without: 
vestment  intelligence.  Intelligence  that  translates  directly  to  performance,  if  you're  in  need  of  Investment 
elligence,  we  invite  you  to  speak  to  a  PaineWebber    ^  j 

/estment  Executive  or  call  1-800-81 7-9994.   Invest  With  More  Intelligence: 


'Always  wear  your  safety  belt. 


"Under  normal  driving  conditions  with  routine  fluid  and  filter  changes. 
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New  5  0-/iter  l  -S for  more  towing 
sireiiglh:  more  passing  power 


Explorer  s  V-8  All-Wfjeel-Drive 
system  is  always  engaged, 
sensing  and prerenting  wheel 
slippage  automatically. 


It  takes  more  than  willpower. 


Ergonoinically  designed 
mslriimcnt  /lanel  irith  large, 
easy-to  nse  radio  controls. 


Standard  i-ii  bccl  anli-loLk 
disc  brakes  for  surer,  safer  stops. 


SL-\  su.s/iciisiiin  iiiid  rack- 
and-pinion  steering  /or  a  smoother 
ride  and  excellent  handling. 


Enjoy  the  peace  of  mind 

that  comes  with 
standard  dual  air  bags* 


Ul  Explorer  engines  give 
/         lOO.OOO  miles  of  carefree 
driving  l)e fore  first 
recommended  tune-up.^' 


(jiDifortalile  interior  is 
roomier  thcni  cm)'  top-selling 
ci>m/>ticl  s/>nrl  nlility. 


Introducing  the  New  Explorer  V-8. 


Free  24-honr  Roadside 
Assistance  for  3  years/36.000 
miles.  See  dealer  for  details. 


Security  and  comfort  come  from 
adjustable-height  front  .^iufety  belts 


THE  WORLD'S  JUST  TOO  BIG  TO  BE  LEFT  UNEXPLORED. 


Economic  Viewpoint 


BY  ROBERT  KUTTNER 


HOW  A  CORPORATE  WATCHDOG 
NEARLY  LOST  ITS  BITE 


CONFLICT: 

The  board  that 
sets  the  SEC's 
accounting 
standards 
is  funded  by 
the  companies 
it  regulates 
-and  that  has 
to  change 


Robert  Kuttner  is  ci-  editor  of  The 
American  Prospect  .md  author  of  The 
End  of  Laissez-Faire 


A newly  assertive  Secuiities  &  Exchange 
Commission  is  tiying  to  save  the  Fi- 
nancial Accounting  Standards  Board 
fi'om  a  power  play  by  large  corporations  and 
banks  seeking  more  latitude  for  creative  ac- 
counting. At  stake  is  not  only  fasb's  integi-ity 
and  independence  but  also  investor  confidence 
that  accountants  and  their  clients  aren't  col- 
luding to  cook  coi-porate  books — in  short,  the 
efficiency  of  capital  markets. 

The  story  is  also  significant  for  what  it  re- 
veals about  the  limits  of  self-regulation,  fasb 
was  created  in  1973  as  the  officially  recog- 
nized body  in  charge  of  accounting  standards, 
responsible  to  a  nonprofit  Financial  Account- 
ing Foundation.  The  sec  is  empowered  by 
law  to  set  corporate  accounting  standards. 
But  since  1936,  the  commission  has  delegated 
that  job  to  private  bodies  affiliated  with  the 
accounting  profession,  mostly  with  happy  re- 
sults— until  now. 

For  its  first  two  decades,  fasb  enjoyed  a 
well-desei-ved  reputation  as  an  independent 
body  committed  to  the  public  interest.  The 
main  criticism  was  that  it  took  too  long  writ- 
ing new  standards.  In  recent  months,  howev- 
er, trustees  of  the  foundation  nominally  in 
charge  of  fasb  have  campaigned  to  clip  its 
wings.  This  campaign  is  advertised  as  an  ef- 
fort to  streamline  fasb,  but  the  reality  is  that 
key  business  and  bankitig  leaders  ai'e  opposed 
to  the  degree  of  disclosure  fasb  champions. 
WIGGLE  ROOM.  What  could  have  business  so 
annoyed?  For  one  thing,  fasb  is  working  on  a 
new  standard  requiring  derivative  securities 
to  be  counted  at  present  market  value — not 
theii'  issue  price.  At  present,  accounting  prac- 
tices for  derivatives  and  hedging  exposures 
are  a  hodgepodge,  allowing  corporations  and 
banks  to  hide  potential  losses.  For  another, 
beginning  in  1993,  fasb  has  sought  clearer 
accounting  of  executive  stock  options.  In  the 
face  of  furious  opposition,  it  backed  down  in 
October,  1995,  and  issued  a  disclosure  stan- 
dard with  lots  of  wiggle  room. 

The  boai-d  of  the  Financial  Accounting 
Foundation,  which  governs  fasb,  is  the  cor- 
porate power  ehte  in  cameo.  Its  trustees  in- 
clude the  chief  financial  officers  of  General 
Electric,  Microsoft,  Citicorp,  and  Morgan  Stan- 
ley, as  well  as  executives  of  major  accounting 
fii"ms.  The  sole  "pubhc-interest"  representa- 
tive is  cun'ently  Kathryn  D.  Wriston,  wife  of 
Walter  B.  Wriston,  the  retired  Citicorp  chair- 
man. Even  worse,  fasb  depends  on  the  same 


foundation  boaixl  to  raise  much  of  its  operatin 
budget,  wliich  sets  up  an  exquisite  conflict 
interest  in  which  the  industries  affected  b 
fasb  rulings  raise  its  money. 

The  most  recent  attack  on  fasb  indeper 
dence  has  been  led  by  J.  Michael  Cook,  th 
foundation's  president  and  ceo  of  Deloitte  ( 
Touche,  the  Big  Six  accounting  fii-m.  Coo 
began  the  skirmish  with  a  letter  last  Febrt 
ary  proposing  to  rein  in  fasb  by  reducing  it 
agenda-setting  powers.  This  followed  a  d( 
mand  last  November  by  the  14,000-membe 
Financial  Executives  Institute,  a  lobbyin 
group,  for  increased  business  influence  on  th 
standai'ds-setting  process.  The  lobbying  gi'ou 
accused  fasb  of  "an  implicit  antibusiness  bias 
CIVILIAN  REPS.  In  April,  SEC  ChaiiTnan  Arthu 
Levitt  Jr.  weighed  in,  declaring  that  whs 
fasb  needed  was  more  independence  fror 
business  pressui'e,  not  less.  In  a  public  speec 
to  the  Economic  Club  of  Chicago  and  in  fo 
low-up  discussions  with  Cook,  Levitt  aske 
fasb  tmstees  to  restructure  their  board  t 
produce  a  majority  of  public-interest  men 
bers,  vnth  sec  involvement  in  the  selectio 
process.  As  a  last  resort,  the  sec  could  tak 
away  the  existing  tnistees'  jurisdiction  ove 
p'ASB  or  even  reclaim  control  of  the  standan 
setting  process. 

Levitt  says  he  would  prefer  to  keep  FAS 
as  an  independent  body,  but  that  "quasi-pul 
lie  bodies  like  fasb  should  look,  smell,  an 
feel  like  the  public  that  they  ai'e  mandated  t 
represent."  Levitt  wants  a  governing  bod 
of  public  figiu-es  and  representatives  of  the  i] 
vestor  community  committed  to  fasb's  opei 
ating  independence.  At  this  juncture,  the  SE 
chairman  and  the  trastees  still  have  majc 
differences  on  whether  a  representative 
an  industry  affected  by  fasb  decisions  ca 
be  considedred  a  "public"  tnistee  of  its  go^ 
erning  body. 

The  attack  on  fasb's  independence  has  bee 
blunted,  for  now.  But  this  episode  shows  th 
bi'azenness  of  leading  segments  of  the  coi 
porate  and  banking  community  seeking  lat 
tude  to  mislead  investors.  It  has  been  a  Ion 
slide  since  the  original  tixistees  reliably  d 
fended  fasb's  independence.  The  affair  ah 
suggests  that  fasb,  as  a  quasi-pubhc  bod 
should  get  its  appropriations  directly  froi 
the  Ti-easury  Dept.  Finally,  the  attack  o 
fasb  is  a  reminder  that  self-regulation  is  on) 
as  good  as  the  public  regiilation  that  stanc 
behind  it. 


24  BUSINESS  WEEK  /  MAY  20.  1996 


You  know  not  to  plan  a  meeting  in  Rome  in  August.  Everyone's  on  vacation. 

I  .3 


You  Icnow  tlie  fastest  calculator  in  Osaka  doesn't  need  batteries. 


And  now  you  know  the  best  way  to  fax  anywhere  in  the  world. 


With  MCI  OneFAXr  you'll  never  have  to  resend  a  fax  or  pay  for  incomplete  transmissions. 

Economic  Trends 


BY  GENE  KORETZ 

BREAKING  THE 
TIES  TO  WELFARE 

Many  single  mothers  try — and  fail 

If  America's  efforts  to  turn  welfare- 
dependent  single  mothers  into  self- 
sufficient  wage-earners  are  to  bear  finit, 
reformers  will  need  to  understand  the 
actual  circumstances  of  such  women.  A 
new  study,  by  Kathiyn  J.  Edin  of  Rut- 
gers University  and  Laura  Lein  of  the 
University  of  Texas  at  Austin,  to  be 
published  by  the  Russell  Sage  Founda- 
tion provides  just  such  details. 

The  study — based  on  six  years  of 
close  observation  and  multiple  inter- 

HARD  TIMES  FOR 
POVERTY  MOMS 


WELFARE 
BENEFITS* 


MINIMUM 
WAGE 


ENTRY-LEVEL 
WAGES** 


CHANGE  1979-'95,  ADJUSTED  FOR  INFUTION 


▲  PERCENT    *AID  TO  FAMILIES  WITH  DEPENDENT  CHILDREN 
"FOR  FEMALE  HIGH  SCHOOL  GRADUATES  1979-'93 
DATA:  ECONOMIC  POLICY  INSTITUTE,  CHILDREN'S  DEFENSE  FUND 

views  with  some  400  representative  low- 
income  single  mothers  in  Massachusetts, 
Texas,  lUinois,  and  South  Carolina — up- 
sets a  number  of  popular  views.  Rather 
than  being  passively  dependent  on  wel- 
fare checks  and  averse  to  work,  for  ex- 
ample, almost  half  of  the  welfare  recip- 
ients in  the  group  supplemented  welfare 
with  covert  work — usually  legitimate 
jobs  off  the  books.  And  nearly  9  of  10 
received  some  help  from  family,  fiiends, 
boyfriends,  and  absent  fathers. 

Such  strategies,  the  reseai'chei-s  found, 
ai'e  essential  for  economic  sumval,  since 
benefits  have  fallen  shaiply  in  real  ter-ms 
in  recent  decades  (chart).  The  welfare 
families  surveyed  had  average  monthly 
expenses  of  $876  in  1991,  of  which  70% 
went  for  necessities  such  as  food,  shelter, 
clothing,  medical  care,  and  transporta- 
tion. Yet  their  welfare  incomes,  via  Aid 
to  Families  with  Dependent  Children 
and  food  stamps,  averaged  just  $565. 

What's  more,  Edin  calculates  that  in 
order  to  leave  the  welfare  rolls  without 
lowering  their  living  standards,  the 
mothers  studied  would  need  an  extra 
$190  a  month  for  work-related  costs  (in- 
cluding transportation,  child  care,  and 


clothing),  plus  $128  for  higher  rents 
(lower  housing  subsidies).  That  comes 
to  some  $16,000  a  year — far  above  the 
$10,000  or  so  low-wage  year-round 
workers  could  expect  to  earn  in  1991. 

Such  numbers  explain  why  most  wel- 
fare recipients  who  leave  welfare  for 
work  return  to  welfai-e  for  another  spell. 
While  65%  of  the  welfare  moms  inter- 
viewed had  worked  in  the  past  five 
years,  many  said  that  they  were  simply 
unable  to  make  it  financially  in  the  low- 
wage,  dead-end  jobs  available  to  them. 

Indeed,  a  majority  of  the  women 
studied  had  repeatedly  tried  to  leave 
welfare  for  work.  And  most  (86%) 
voiced  intentions  to  do  so  pennanently  if 
they  could  obtain  child  care  and  ade- 
quate training  to  improve  their  eco- 
noinic  positions.  The  bad  news,  say  Edin 
and  Lein,  is  that  the  current  labor  mar- 
ket and  the  training  progi'ams  available 
to  them  seem  woefully  inadequate  to 
provide  the  decent-paying  jobs  they 
need  to  become  self-sufficient. 


THE  DOWNSIDE  OF 
DUAL  LEADERSHIP 

Outside  chairmen  are  no  panacea 

When  General  Motors  Corp.  ap- 
pointed an  outside  director  as 
board  chairman  and  an  insider  as  chief 
executive  in  1992,  the  move  gave  a  big 
boost  to  advocates  of  such  steps  as  a 
way  to  improve  corporate  performance. 
But  a  new  study  by  James  A.  Brickley 
and  Gregg  Jairell  of  the  University  of 
Rochester  and  Jeffrey  L.  Coles  of  Ari- 
zona State  University  finds  that  the 
prevalence  and  advantages  of  indepen- 
dent chairmen  are  highly  exaggerated. 

Only  93  of  737  large  publicly  held 
corporations  surveyed  in  1988,  for  ex- 
ample, had  different  people  as  CEO  and 
chairman,  and  in  most  of  these  cases 
the  split  titles  appeared  to  be  used  as 
part  of  a  regular  succession  process  for 
top  executives  within  the  corporation. 
Just  17  companies  had  chairmen  who 
were  not  current  or  former  officers. 

Whatever  the  benefits,  the  authors 
note  that  splitting  the  CEO  and  chairman 
titles  can  also  entail  problems — including 
the  potential  for  rivahy  and  the  dilution 
of  power  needed  for  effective  leader- 
ship. Moreover,  the  study  finds  that  dual 
leadership  structures  actually  appear  to 
be  associated  with  lower  cash  flows  and 
stock  values. 

The  reseai'chers  conclude  that  though 
split  titles  may  be  useful  in  a  crisis  or 
as  part  of  a  regular  succession  proce- 


dure, most  big  companies  have  com 
bined  titles  precisely  because  the  prac 
tice  benefits  the  bottom  fine.  The  fac 
that  GM  dumped  its  dual  structure  aftei 
things  simmered  down  proves  the  point 

A  CRASH  COURSE 
IN  THE  THREE  Rs? 

Lots  of  U.S.  job  seekers  could  use  ilP 


Too  many  applicants  for  jobs  witl  i 
major  U.  S.  companies  ai-e  still  com 
ing  up  short  in  basic  skills.  The  Ameri 
can  Management  Assn.  reports  that  on( 
out  of  three  applicants  tested  for  jobi 
by  its  members  last  year  lacked  suffi 
cient  reading  or  math  skills  to  perfom 
the  jobs  they  were  seeking.  That's  wel  p 
above  the  26%  that  failed  in  1990. 

Meanwhile,  the  hurdles  faced  by  jo 
seekers  with  poor  reading  and  mat 
skills  keep  rising.  Some  43%  of  sur»jj 
veyed  companies  report  that  they  curfi 
rently  test  job  applicants,  up  from  33 
in  1990.  And  nearly  9  out  of  10  compa 
nies  that  test  say  they  simply  won' 
hire  appHcants  who  lack  basic  skills. 


NEW  LEADERS 
IN  OFFICE  RENTS 

Pricey  space  in  the  old  Soviet  bloc 


pc 


Back  in  1989,  the  world's  pricies  ahr 
office  markets  included  Tokyo  jj, 
London,  Hong  Kong,  Paris,  Zurich 
New  York,  and  Madrid.  This  year,  re 
ports  real  estate  consultants  Collier 
International,  only  the  first  3  remai: 
among  the  top  10  central  business  dis  ''''J 
tricts,  with  annual  effective  rents  (in 
eluding  operating  costs,  taxes,  and  land  pet 
lord  concessions)  running  from  $11 
per  square  foot  to  $73. 

One  striking- 
trend  is  the  rise 
of  former  commu- 
nist bloc  countries. 
Moscow,  Shanghai, 
and  Beijing  are 
now  fourth,  fifth, 
and  sixth  on  the 
list,  while  Hanoi, 
Warsaw,  and  Ho 
Chi  Minh  City 
rank  13th,  14th, 
and  15th.  U.  S. 
rents  run  from 
$34  per  square 
foot  in  Washington 
to  $13  in  Houston. 


THE  TEN  HOHEST 
OFFICE  MARKETS 

EFFECTIVE  ANNUAL  RENT* 

DOLLARS  PER  SQ  FT. 


HONG  KONG 

$118 

BOMBAY 

114 

TOKYO 

98 

MOSCOW 

94 

SHANGHAI 

90 

BEIJING 

89 

LONDON 

83 

SINGAPORE 

80 

DELHI 

73 

OSAKA 

72 

NEW  YORK 

28 

•JAN.  '96 

DATA.  COLLIERS  INTERNATIONAL 
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)F  THE  TORTOISE 


U.S.  ECONOMY 


FACTORIES  ARE  A  BIG 
DRAG  ON  JOB  GROWTH 


JAN.  '94  APR,  '95 

▲  PERCENT  CHANGE  FROM  A  YEAR  AGO 

DATA:  UBOR  DEPT.  BUSINESSWEEK 


The  current  argument  over 
the  economy's  strength  has 
le  ring  of  an  Aesop  fable.  In  one  camp,  the  hares 
link  the  economy  is  charging  ahead,  implying  faster  in- 
ition  and  higher  interest  rates.  The  tortoises  believe 
'owth  is  slow  and  steady,  an  outlook  that  will  limit 
age  and  price  pressures  and  keep  the  Federal  Re- 
!rve  on  the  sidelines. 

Who  will  be  right?  The  data  still  do  not  offer  a  clear 
iswer,  but  the  weight  of  the  evidence  tends  to  support 
le  slow-and-steady  crowd. 

The  surge-ahead  camp, 
where  the  bond  market  is 
putting  its  money,  took  heart 
in  the  first  quarter's  sui-pris- 
ingly  strong  2.8%  pace  of  real 
gross  domestic  product,  re- 
ported on  May  2.  The  pace 
was  more  than  a  percentage 
point  faster  than  most  ana- 
lysts had  expected,  and  the 
yield  on  the  benchmark  30- 
year  Treasury  bond  soared 
)ove  7%,  from  a  low  of  5.95%  in  early  January. 
Twenty-four  hours  later,  the  tmlles  pointed  to  the 
abor  Dept.'s  report  that  April  payrolls  were  stag- 
mt.  Indeed,  factoiy  payrolls  continued  to  shrink,  and 
le  trend  of  overall  job  growth  remains  down  (chart), 
pril  auto  sales  dipped  below  March's  pace,  and  in 
u"ly  May,  retailers  said  sales  were  weak.  These  are 
irdly  signs  of  an  overheating  economy. 
The  Fed's  May  8  report  from  its  12  districts  tends  to 
rree.  The  so-called  Beige  Book,  prepai'ed  for  the  May 
L  policy  meeting,  said  "economic  activity  advanced  at 
moderate  pace  in  March  and  April,"  but  that  growth 
some  regions  "had  quickened  recently." 

0  BE  SURE,  the  first  half  is  shaping  up  to  be 
ronger  than  most  economists  had  anticipated  at  the 
id  of  1995.  However,  a  perkier  first  half  will  most  Hke- 
come  at  the  expense  of  a  slower-than-expected  sec- 
id  half.  That's  because  higher  long-term  rates  will 
it  into  demand  for  housing  and  durable  goods  and  in- 
■ease  households'  burden  of  managing  an  ever-ex- 
inding  debt  load. 

This  scenario  will  please  the  Federal  Reserve  (page 
)).  The  Fed  is  aware  that  the  bond  market  is  effec- 
vely  tightening  monetary  policy  already,  without  the 
mtral  bank  having  to  raise  a  hand — or  short-term 
ites.  Also,  the  Fed  knows  that  any  energy-  and  food- 
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related  spike  in  the  price  indexes  will  be  short-lived. 

Also,  the  first  quarter's  2.8%  growth  rate  appears  to 
overstate  the  economy's  trend.  Four-quarter  grovrth 
at  the  end  of  last  year  was  1.3%.  It's  now  1.8%  and 
seems  Hkely  to  finish  the  year  at  around  2%. 

Consumer  spending,  which  surged  at  an  annual  rate 
of  3.5%  last  quarter,  cannot  maintain  that  pace  amid 
slower  job  growth  and  heavy  debts.  In  addition,  the  sur- 
prising 14.5%'  jump  in  first-quarter  capital  spending  for 
equipment  is  unsustainable  given  slower  profit  grovrth, 
low  capacity  use,  and  a  government  survey  showing 
that  companies  plan  to  increase  their  1996  capital  out- 
lays by  only  1.5%,  before  adjustment  for  inflation. 

Besides,  growth  led  by  busi- 
ness investment,  which  adds 
to  capacity  and  enhances  pro- 
ductivity, is  hardly  cause  for 
worry  about  overheating  and 
inflation.  In  fact,  all  of  the  first 
quarter's  economic  growth  re- 
flects productivity  gains,  since 
hours  worked  did  not  increase. 
Investment  in  information  pro- 
cessing equipment  soared  28% 
last  quarter  after  rising  31% 
in  the  fourth.  Spending  elsewhere  bounced  back  from  a 
fourth-quarter  decline,  in  part  reflecting  the  end  of 
the  strike  at  Boeing  Co. 

One  little-recognized  feature  of  the  gdp  report  was 
the  acceleration  of  nonauto  inventories  (chait),  which  oc- 
cun-ed  despite  a  healthy  3.3%  advance  in  overall  final 
sales.  Carmakers  liquidated  overstocked  autos  last 
quarter.  So,  as  Detroit  revs  up  production,  inventoiy  re- 
stocking will  add  to  second-quarter  growth. 

Elsewhere,  the  numbers  show  there  is  still  plenty  of 
pressure  on  businesses  to  cut  inventories  further.  That's 
why  industrial  production  and  factoiy  payrolls  will  re- 
main on  the  soft  side  in  coming  months. 

MANUFACTURING  CONTINUED  to  shed  workers  in 
April.  Even  with  28,000  workers  returning  to  their 
jobs  after  the  General  Motors  Corp.  strike,  factory 
employment  fell  by  17,000.  Manufacturing  payi'olls  have 
plunged  by  319,000  in  the  past  year,  as  productivity — 
not  additional  labor — accounts  for  all  of  the  growth  in 
output. 

Total  nonfarm  payi'olls  eked  out  a  gain  of  only  2,000 
last  month.  However,  that  showing  is  no  better  reflec- 
tion of  reality  than  was  the  631,000  jump  in  Febraary. 
With  the  May  data,  the  Labor  Dept.  will  introduce  a 


BUSINESS  WEEK  /  MAY  20,  1996  27 


Business  Outlook 


new  seasonal  adjustment  process  that  it  hopes  will 
ehminate  some  of  these  distortions. 

So  far  this  yeai;  payrolls  ai"e  up  at  a  moderate  pace  of 
166,000  per  month.  In  Apiil,  only  ser-vice  jobs,  up  73,000, 
increased,  while  construction  jobs  plunged  53,000.  Dur- 
ing the  past  year,  employment  has  gTown  1.4%,  half 
the  rate  of  early  1995.  This  slowdown  is  why  consumer 
spending  will  cool  off  from  last  quarter's  pace. 

However,  tight  labor  markets  mean  pay  growth  will 
at  least  edge  higher.  The  unemployment  rate  slipped  to 
5.4%  last  month,  from  5.6%,  but  that  mainly  reflected  a 
sharp  drop  in  the  labor  force.  The  average  wage 
jumped  0.6%  in  April,  to  $11.75  per  hour.  Still,  a  big 
gain  is  typical  in  the  first  month  of  each  quarter 

Over  the  past  year,  pay  increased  3.1%,  faster  than 
inflation.  Will  this  pace  exert  some  price  pressures? 
Probably  not,  because  the  first-quarter  rise  in  produc- 
tivity means  that  unit  labor  costs  hardly  grew. 

THE  PROSPECT  of  steady  income  gains  explains  the 
paradox  between  what  consumers  say  and  what  they 
do.  Consumers  keep  shopping  no  matter  how  worried 
they  say  they  are  about  jobs,  how  high  their  debt  bui"- 
dens  are,  or  how  small  their  benefit  packages  have 
become.  The  latter  is  the  result  of  companies  trying  to 
balance  their  compensation  costs.  Since  paychecks  are 
expanding,  businesses  are  cutting  back  on  benefits. 
These  conditions  should  promote  savings,  but  house- 
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WILL  SPEND 
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holds  are  spending  theii"  extra  cash.  Consumers  kepi 
buying  in  the  fii'st  quarter  despite  the  East  Coast  bliz 
zard,  the  federal  shutdown,  and  the  gm  strike.  Pur^ 
chases  grew  a  hair  above  the  3.2%  gain  in  income 
(chart),  and  the  savings  rate  remained  a  low  4.5%. 

Households  were  also  piling  up  more  debt  last  quar- 
ter. Installment  credit  rose  $6.4  billion  in  March.  Foi 
the  quarter,  debt  rose  $29.4  billion,  about  the  same 
large  gain  as  in  the  fourth  quarter 

Early  April  data  suggest 
that  consumer  buying  was  soft 
last  month.  Sales  of  motor  ve- 
hicles fell  8.8%,  to  an  annual 
rate  of  14.9  million,  and  week- 
ly retail  sm*veys  were  lacklus- 
ter. However,  consumer  confi- 
dence was  at  a  six-year  high 
in  April,  and  as  real  wages 
continue  to  rise,  spending 
could  bounce  back  in  May. 

Clearly,  consumers  are  not 
about  to  abandon  the  economy.  Of  course,  the  slowdowi 
in  hiring  and  higher  long  rates  mean  their  spendinj 
trends  won't  be  jackrabbit-fast.  But  with  paycheck 
increasing  and  confidence  high,  households  are  not  likef^l 
ly  to  pull  back  into  their  shells,  either. 

And  for  the  economy,  slow  and  steady  will  prove 
be  a  winning  strategy. 
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PRODI:  INTO  THE  FRYING  PAN 


6.0 


The  honeymoon  between  Ro- 
mano Prodi's  newly  elected 
center-left  coalition  and  Italy's 
financial  markets  may  last  a 
while,  but  only  if  the  new  gov- 
ernment quickly  establishes  its 
commitment  to  fiscal 
responsibility. 

Prodi  inherits  an 
economy  that  is  slow- 
ing down  under  the 
weight  of  12.1%  unem- 
ployment and  Eui'ope's 
slump,  a  mix  that  is 
starting  to  hit  indus- 
try. A  weak  economy 
could  hamper  Prodi's 
efforts  to  work  with 
the  Communist  Refoundation  Par- 
ty, which  gave  Prodi  his  election 
margin  but  opposes  many  of  his 
programs.  The  current  govern- 
ment of  Prime  Minister  Lamberto 
Dini  recently  cut  its  1996  growth 
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projection  from  3%  to  2.4%,  while 
private  forecasts  are  about  2%, 
down  from  3.3%  in  1995. 

The  Prodi  regime's  fii'st  test  is 
already  waiting:  a  minibudget  to 
eliminate  the  overshoot  in  the 

1996  deficit  tai'get  of 
109  trillion  lire  ($70 
billion),  or  5.8%  of 
gi'oss  domestic  prod- 
uct. That  would  be 
down  from  7.4%  in 
1995.  Vincenzo  Visco, 
a  top  economist  in 
Prodi's  Olive  Tree 
coalition,  says  needed 
cuts  may  total  15  tril- 
lion Hre,  not  10  trillion 
as  the  Dini  government  estimates. 

By  the  end  of  May,  Prodi  will 
have  to  give  Parliament  his 
Three- Year  Economic  Plan,  which 
sets  all  fiscal  targets  for  the  1997 
budget.  The  budget  itself  is  due 


by  the  end  of  September.  The 
Olive  Tree's  electoral  mandate  in- 
cludes fiscal  austerity,  aggressive 
privatization,  reintegration  into 
Europe's  exchange-rate  mecha- 
nism, and  eventual  entry  into  Eu- 
ropean monetary  union.  Thus,  the 
gradual  progress  toward  fiscal 
consolidation  seen  under  Dini  is  a 
good  bet.  But  first,  the  markets 
want  a  quick  fix  for  the  1996  bud- 
get overshoot. 

Given  that,  analysts  expect  the 
Bank  of  Italy  to  cut  official  inter- 
est rates  by  as  much  as  a  full 
point  by  yearend.  Infiation,  at 
4.5%  in  April,  is  trending  down 
and  is  expected  to  hit  the  central 
bank's  4%  target  by  midyear 
(chart).  And  the  mar'ket-friendly 
election  results  have  boosted  the 
lira.  Lower  rates  will  help  the 
economy  by  yearend — and  extend 
Prodi's  honeymoon. 


28  BUSINESS  WEEK  /  MAY  20,  1996 


See  what  it  feels  like 
to  print,  fax,  copy, 
distribute,  staple 
and  collate  without 
leaving  your  desk. 


Xerox  Document  Centres  are  a  new  class  of  digital  document 
systems.  They  offer  anyone  on  the  network  more  desktop  control 
over  the  production,  management,  and  finishing  of  documents 
than  ever  before.  They  close  the  gap  between  electronic  and 
paper  documents,  so  you  can  keep  your  workflow  flowing. 


For;!; 


1- 


Op'.ions 


Papef /Output 


J 


Irfidge  Oualily 


Top  Tiay 
Stackei 


Copies 


X  Collate 


One  Sided 
•    Two  Sided  -  Flip  on  Long  Edge 
Two  Sided  -  Flip  on  Short  Edge 


OK 


Cancel 


Papei  Source: 


1  Aulo  Select 

Paper  Size: 

!  I  ettei  8  5  X 

11  in 

Defaults 

Help 

Delault  All 


XEROX  ",  The  Document  Companv" 
Documeni  Centre,  CenireWare  Software 
and  the  siylized  X  are  trademarks  r 
XEROX  CORPORATION    36  USC  ' 


iBiiliKKl 

News:  Analysis  &  Commentary 


THE  NATION 


THE  COMEBACK 
ECONOMY 

The  Fed  isn't  worried  about  a  surprisingly  robust  first  half 


The  mood  at  the  Federal  Resei've's 
marble  headquarters  didn't  match 
the  party  atmosphere  over  at  the 
White  House,  where  President 
Clinton's  economic  team  stopped  just 
short  of  breaking  out  the  champagne. 
But  the  central  bankers'  air 
of  quiet  satisfaction  was 
no  less  significant.  "We've 
been  through  the  snow, 
the  strike,  no  data, 
bad  data,  and 
still  this  econo- 
my is  right 


on  track," 
brags  a  Fed 
official.  "It's 
looking  good." 
The  cause  for  all 
this  celebration:  a 
string  of  reports 
showing  a  sui-pnsing- 
ly  strong  U.  S.  econo- 
my. Gross  domestic 
product,  the  econo- 
my's total  output  af- 
ter inflation,  rose  in 
the  fii-st  quarter  at  a 
2.8%  annual  rate — a 
full  point  higher  than 
most  economists  ex- 
pected. The  May  2 
GDP  report  featured 
a  shai-p  14..5%  increase  in  capital  spend- 
ing, evidence  that  the  1990s'  investment 
boom  hasn't  ended.  Upbeat  reports  on 
consumer  confidence  and  manufactuiing 
boosted  hopes  for  a  strong  spring  as 
well.  Even  a  weak  hiring  report  for 
April — when  businesses  added  a  scant 
2,000  jobs — didn't  squelch  the  optimism. 

As  usual.  Wall  Street's  party-poop- 
ers  panicked  in  the  face  of  good  news. 
The  rate  on  30-year  Treasury  bonds 


rose  above  7%  for  the  first  time  in  a 
year  as  traders  feared  a  booming  econ- 
omy will  set  off  inflation  and  force  the 
Fed  to  tighten.  And  as  usual,  the  Street 
is  overreacting.  From  May  1  through 
May  7,  the  Dow  Jones  industrial  aver- 
age fell  154  points,  though  it  rebounded 
by  58  points,  to  5474,  on  May  8. 

True,  the  economy  looks  stronger 
than  forecasters,  including  many 


it's  frequently  accused  of  doing,  the  cen^ 
tral  bank  wants  to  let  the  expansior 
nin  until  it  sees  warning  signs  of  rising 
inflation.  And  with  businesses  adding ''' 
new  production  capacity  at  a  3.8%  an- 
nual clip,  Greenspan  &  Co.  see  litth 
pressure  on  prices,  outside  of  unusua 
spikes  in  grain  and  gasohne  prices.  Th(  1 
rise  in  bond  rates  also  will  make  th( 
Fed's  job  easier,  coohng  the  economy 


n  big-ticket  spending  lifted  the  economy  at  a  strong  i 

z.is/o  ann 
iDINu         topping '/ 

uaii^m  ruie  m  me  jirst,  quunvr.  out  wim  i< 
'%  and  debt  high,  consumers  could  turn  cat 

ing  ruins  ■ 

itious.  1 

inside  the  central  bank,  had  expected 
for  the  fu"st  half  of  this  year  But  Fed 
Chairman  Alan  Greenspan  is  taking  the 
news  in  stride.  With  the  economy  held 
back  late  last  year  by  slowing  inventoiy 
gi'owth,  Greenspan  anticipated  a  sharp 
gain  in  early  1996 — and  expects  similar 
growth  for  the  April  to  June  quarter. 

Unlike  the  financial  markets,  the  Fed 
isn't  upset  by  good  news.  Rather  than 
enforce  a  speed  limit  on  the  economy,  as 


later  this  year  before  it  can  overheat 
Put  it  all  together  and  "the  odds  strong 
ly  favor  moderate  gi'owth  and  containe( 
inflation,"  says  Philadelphia  Federal  Re 
serve  Bank  President  Edward  C 
Boehne.  Tr-anslation:  Don't  look  for  th 
Fed  to  move  short-term  interest  rate 
either  up  or  dovra  before  Election  Daj  f' 
Just  three  months  ago,  a  sideline! » 
central  bank  seemed  unthinkable.  Whei 
the  Fed  last  cut  rates  on  Jan.  31,  th 
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anomy  looked  so  weather-battered  and 
;ak  that  Wall  Street  was  giving  re- 
ssion  bears  a  hearing.  In  March,  8  of 
economists  polled  by  Laurence  H. 
^yer  &  Associates — the  St.  Louis  con- 
Iting  fii'm  headed  by  Clinton's  newest 
'd  nominee — were  still  pi-edicting  fiu'- 
er  Fed  easing.  But  the  latest  data 
ve  put  the  kibosh  on  that.  Now,  no 
e  on  the  panel  expects  rate  cuts.  Two 
jiiomists  predict  hikes  by  August. 
•LID  GROWTH  PATH.  The  sudden  swing 
)m  apparent  bust  to  boom  has  many 
■ecasters  questioning  the  upturn's 
•ength.  First-quarter  cdp  was  boosted 
"strange  fluctuations  that  all  piled 
on  the  plus  side,"  says  Gordon  R. 
chards,  chief  economist  for  the  Na- 
mal  Association  of  Manufacturers, 
•nsumers'  post-Christmas  shopping 
ree,  boosted  by  Detroit's  car  rebates, 
U  sap  spending  later  in  1996,  Richaixls 
^es.  And  the  Commerce  Dept.  can't 
plain  how  the  gdp  shows  big  pur- 
ases  of  computers  and  other  capital 
uipment  when  some  manufacturers' 
ipments  show  slower  sales. 
But  even  if  the  2.8%  estimate  is  re- 


ened.  Researchers  at  Dataquest  Inc.  now 
predict  19.1%  PC  sales  growth  world- 
wide, down  from  25.6%  gains  in  1995 
but  "far-  from  a  difficult  year" 

Equijjment  makers  also  see  ongoing 
strength.  Giddings  &  Lewis  Inc.,  the 
largest  U.  S.  machine-tool  maker,  has 
steady  sales  to  small  manufacturers, 
who  must  upgrade  their  equipment  to 
cut  costs.  Xerox  Corp.'s  new-generation 
copying  and  printing  equipment  is  fuel- 
ing sales  gains  of  5%  in  the  U.  S.,  near- 
ly tvdce  the  rate  of  expansion  in  the 
economy  overall,  and  faster  growth 
overseas,  especially  in  Latin  America. 

Aircraft  sales  are  booming,  account- 
ing for  most  of  a  1.5%  jump  in  total  fac- 
tory oi'ders  in  March  alone.  Boeing  Co. 
amiounced  it  would  hii-e  8,200  workere  to 
lift  its  monthly  production  rate  ft'om  17 
planes  to  27  over  the  next  12  months. 
Even  commercial  building  is  emerging 
from  its  long  post-1980s'  hangover  At- 
lanta builders,  busy  finishing  Olympic  fa- 
cilities, have  orders  stacked  up  for  after 
the  Games,  while  midsize  markets  across 
the  U.  S.  are  seeing  rising  rents  and 
pent-up  demand  for  office  constiiiction. 


ied  downward,  the  economy  remains 
a  solid  growth  path.  That's  evident  in 
Aentories.  Take  the  computer  business: 
January,  with  warehouses  bulging, 
rsonal-eomputer  makers  stopped  buy- 
?  chips  and  components.  But  then  pc 
es  suiprised  many  by  staying  strong — 
?wlett-Packard  Co.  posted  a  64%^  gain 
unit  shipments  over  1995's  first  quar- 
Compaq  Computer  Coip.'s  sales  rose 
%.  And  market  forecasts  have  bright- 


lii  i)(4i-(iit,  sccnii(l-(|uai'tt'i'  autd  pro- 
duction will  be  6%  higher  than  in  1995. 
Buoyed  by  consumer  confidence,  indus- 
try economists  are  raising  their  1996 
sales  forecasts  for  cars  and  trucks  by 
100,000  to  200,000,  to  15.3  million.  And 
overall  job  growth — which  averaged 
166,000  jobs  a  month  through  April — 
makes  retailers  hopeful  their  1995  slump 
is  behind  them:  "It  seems  like  the  con- 
sumer is  in  good  shape,"  says  J.  C. 


Penney  Co.  economist  Ira  A.  Silver. 

By  midyear,  however,  higher  interest 
rates  could  start  to  bite.  The  rise  in  bond 
rates  since  January  has  already  choked 
off  mortgage  applications,  especially  for 
refinancings,  leaving  consumers  less  flex- 
ibility to  deal  with  neai-record  debt. 
High  rates  will  squeeze  household  and 
business  spending.  But  even  with  a  slow- 
er second  half,  gdp  is  likely  to  grow  by 
2.3%  for  the  yeai'.  "Six  years  into  an  ex- 
pansion, this  sort  of  sustained  gi-owth 
looks  very  good,"  says  Lehman  Brothers 
Inc.  chief  economist  Allen  M.  Sinai. 
PALPABLE  RELIEF.  Nowhere  does  it  look 
better  than  at  1600  Pennsylvania  Ave. 
Though  they're  wary  of  sounding  too 
bullish — and  angering  voters  fearful  of 
job  losses  and  slow  wage  givwth — CUn- 
tonites  can't  help  crowing.  "Look  at 
what  businesses  are  doing — they're  in- 
vesting," says  Ti-easury  Secretary 
Robert  E.  Rubin.  "That's  a  validation  of 
our  policies."  For  pohtical  aides,  the  r-e- 
lief  is  palpable:  "The  number's  have 
killed  the  Republican  effort  to  talk 
about  a  'Clinton  crunch,' "  says  a  se- 
nior official  in  the  White  House. 

Well,  not  quite. 
GOP  nominee-in-wait- 
'''^%—.-.^-x=3Ki^  ing  Senator  Bob  Dole 
(R-Kan.)  and  other 
Republicans  seized 
on  April's  weak 
jobs  report  to 
blast  the 
"tr-eadmill 


economy 
in  which  peo- 
ple work  ever 
liar'der  but  never 
get  ahead.  "Clinton's 
high-tax,  big-gover-n- 
ment  policies  have 
sucked  life  out  of  the 
economy,"  charges 
Republican  National 
Committee  Chair 
ttSiSS/S^SS^Stti^  Haley  Barbour 
(WiiSlllilllilIBi  Whose  ver-sion  of 
the  economy  will  vot- 
er's rcfutj,iii/c".'  Based  on  growth  and  in- 
flation r'ates  alone,  "this  election  is  too 
close  to  call,"  says  Yale  Univer-sity  po- 
htical economist  Ray  C.  Fair.  But  if  the 
number's  keep  living  up  to  the  Fed's 
expectations,  the  White  House  should 
keep  its  champagne  well  chilled. 

By  Mike  McNam.ee  in  Waslimgtoii, 
with  Peter  Burrows  in  San  Francisco, 
Keith  Naughton  in  Detroit,  and  bureau 
reports 
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News:  Analysis  &  Commentary 


THE  REPUBLICANS 


THE  SPEAKER  GOMES  DOWN 
FROM  THE  MOUNTAIN 

Will  the  new  Newt's  new  offensive  help  or  hurt  the  GOP? 


After  foui"  low-profile  months  of  soul- 
searching  over  the  sidetracked  Re- 
publican Revolution,  House  Speak- 
er Newt  Gingiich  (R-Ga.)  is  suddenly 
busting  out  all  over.  But  is  his  return 
good  or  bad  for  the  troubled  GOP? 

There's  cuddly  Newt  holding  a  squeal- 
ing pig  on  The  Tonight 
Show.  There's  Newt  the 
Knife  on  a  Sunday  talk 
show  accusing  Pi-esident  Clinton  of  King 
to  voters.  And  then  there's  Bob-Dole's- 
buddy  Newt,  standing  side-by-side  on 
May  8  with  gop  leadei"s  as  they  imveiled 
a  six-year  budget  plan  positioned  as  a 
"smait"  alternative  to  Clijiton's  '^va^!teful 
Washington  spending." 

With  this  biu"st  of  acti\ity,  Gingiich  is 
signaling  that  his  introspective  phase  is 
over.  In  those  davs,  he  had  tiuTied  over 


ELECTION  '96 


most  leadership  chores  to  House  Ma- 
jority Leader  Richai-d  K.  Ai-mey  (R- 
Tex.).  These  days,  the  reenergized 
Speaker  is  busy  briefing  legislative  lieu- 
tenants and  lobbyists  on  his  game  plan 
to  reverse  the  loop's  shde. 

Gingi-ich  is  chastened — but  not  much. 

He  remains  con\inced  that 
his  policies  are  taking  the 
GOP  in  the  right  dii-ection, 
despite  disastei-s  over  Medicai'e  and  gov- 
ernment shutdowns.  He  now  beheves 
Republicans  can  regain  the  upper  hand 
by  retiUTiing  to  basic  principles  and  fu- 
turistic solutions.  "He's  tning  to  change 
the  image  of  the  House  Republicans  ffom 
Ebeneezer  Scrooge  to  Luke  Skwalker," 
says  Claremont  McKenna  College  politi- 
cal scientist  Jolin  J.  Pitney  Jr 

Gingi'ich's  new  battle  plan  is  a  far 


ciy  from  his  gi'andiose — and  largely  im  ( 
fulfilled — Contract  With  America.  "Se  { 
quels  are  generally  disappointing  whei 
compared  with  the  original,"  note 
AiTney.  At  the  heait  of  Gingiich's  visini 
is  a  scaled-back  agenda  designed  to  prt 
sent  a  stark  contrast  to  the  Democrat  ^ 
Its  theme:  "America's  values  vs.  Wasli 
ington's  values."  It  focuses  on  a  handfii 
of  liigh-profile  issues:  tax  cuts  for  fami 
lies  and  businesses,  weLfai'e  reform,  am 
a  revamping  of  federal  housing  pri 
gi'ams  to  stress  indi\idual  responsibUit;. 
Ginginch  also  plans  a  fieixe  assault  oi 
Clinton's  character.  Says  conservative 
strategist  WiUiam  E.  Kristol:  "Even 
he's  personally  not  popular  Newt  cai 
still  inflict  a  lot  of  damage." 
HIGH  NEGATIVES.  There's  no  doubt  thi 
GOP  must  do  something  to  reverse  it 
slump.  According  to  a  May  2-6  Hani 
Poll,  Dole  has  fallen  31  percentagi 
points  behind  Clinton.  Republicans  havi 
been  tangling  over  outlawing  aboitioi  ■ 
and  raising  the  minimum  wage.  An( 
Senator  Alfonse  M.  D'Amato  (R-N.Y.), 
Dole  campaign  co-chainnan,  blasted  th 
unpopular  Gingiich  and  "philosophica 
ayatoUahs"  of  the  gop  right. 

How  unpopular  are  Gingiich  and  hi 


GINGRICH  ON  HOW  TO  GET  THE  GOP  OUT  OF  ITS  RUT 


He's  back.  After  months  of  backstage 
brooding  over  the  fate  of  his  GOP 
Revolution,  House  Speaker  Neivt 
Gingrich  has  come  out  swinging  again. 
Armed  with  a  new,  less  ambitions  bat- 
tle plan,  Gingrich  met  on  May  8  with 
BUSINESS  WEEK  Washington  Bureau 
Chief  Lee  Walczak.  Se7iior  News  Editor 
Owen  UUmann.  and  Congressional 
Correspondent  Richard  S.  Dunham, 
a)id  previewed  his  strategy  for  reviving 
the  party's  sagging  fortunes. 

Q:  You've  been  ruminciting  about  the 
future  of  the  Republican  Party. 
Reached  any  conclusions? 
A:  I  spent  a  couple  months  trying  to 
think  thi'ough  the  strategic  framework 
of  the  campaign,  and  it's  not  very  com- 
plicated: You  have  a  coalition  of  trial 
lawyers,  labor  leaders,  and  liberals,  aid- 
ed by  the  elite  media.  That's  a  powder 
stmctui'e  which  shares  remarkably  few 
of  the  core  values  of  Americans.  Then 
you  have  this  huge  base  of  working 
Americans:  93%  w^ant  welfare  refoiTn, 
80%  want  a  balanced  budget,  78%  want 
a  $500-per-child  tax  credit,  80%  want 
an  effective  death  penalty.  They  want 


power  moved  out  of  Washington.  The 
choice  here  is  so  blindingly  open  that 
I'm  relatively  confident  that  we  wall 
win  the  election. 

Q:  Wien  you  stepped  off  center  stage  in 
the  House,  your  negative  ratings  im- 
proved. What  does  that  tell  you? 
A:  WTien  the  news  media  doesn't  have 
the  opportunity  to  mischaracterize  me 
in  short  sound  bites,  there's  a  natui-al 
tendency  for  me  to  rebound.  It's  not  a 
conspii'acy,  it's  a  cultm'e.  You  cannot 
find  a  single  major  [GingTich]  idea  that 
has  been  rejected  by  the  pubhc. 

Q:  Why  are  voters  down  on  the  GOP 
Congress? 

A:  Democrats  spent  $60  milhon  on  false 
advertising.  The  President  is  being  con- 
sistently dishonest  about  what  is  going 
on.  WTien  the  pubhc  leams  of  our 
achievements,  we  jump  ahead. 

Q:  New  York  Senator  Al  D'Amato,  a 
Dole  adviser,  says  you  misread  the 
mandate  of  the  voters  in  '94  ayid  scared 
Ameiica.  Is  this  the  first  sign  of  a 
Dole  divorce  from  Gingrichism? 


A;  I  just  did  a  press  conference  w 
Bob  Dole  on  the  budget  and  am  g 
to  dinner  tonight  with  Dole  and  s 
economists.  I  don'i  know  why 
did  what  he  did,  and  I  don't  think 
very  relevant. 

Q:  Some  CEOs  think  you're  urrojig 
talk  about  divisive  social  issues 
prefer  a  focus  on  consensus  them 
such  as  economics.  Your  response 
A:  It's  almost  by  definition  that  tl 
chief  executive  officer  of  a  corjjor 
says,  "Wow,  tell  me  about  econon: 
So  we  will.  We'll  balance  the  bud| 
creating  lower  interest  rates.  We' 
product -habiUty  reform,  low^er  tax 
capital-gains  cuts,  better  ways  of 
ing  environmental  problems.  And 
for  a  more  competitive  U.  S.  role 
world  marketplace.  That  seems  tc 
to  be  a  pretty  big  economic  pack; 

Q:  Why  is  Dole  trailing  Clinton 
badly? 

A:  Liberals  do  better  in  the  sprin 
servatives  do  better  in  the  fall.  It 
been  historically  ti-ue  since  1968. 
bias  in  the  news  media  guarantee 
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volution?  While  the  Speaker's  nega- 
te ratings  clipped  fi'om  70%  to  66%  in 
e  Harris  Poll  during  his  hibernation, 
proval  of  congressional  Republicans 
11  from  33%  to  31%.  One  reason: 
mey  and  fellow  hard-liners  pushed 
ins  to  cut  school  spending  and  envi- 
nmental  regulation. 
To  turn  things  around,  Gingrich 
pes  to  force  Clinton  to 
ce  again  veto  popular 
oposals  such  as  a  bal- 
ced  budget.  Another 
oject:  Enactment  of  a 
year,  $122  billion  tax 
t  in  September.  It 
)uld  contain  family  tax 
lief,  a  capital-gains  re- 
ction,  and  estate-tax 
form  for  farmers  and 
lall  businesses. 
Gingiich  is  also  mulling 
series  of  congressional 
arings  designed  to  em- 
rrass  Democrats.  Likely 
pics  include  the  Med- 
ire  tnist  fund's  solven- 
woes,  use  of  union  dues 
finance  anti-Republican 
s,  and  re-airing  of  Ad- 
nistration  scandals  such 
Ti-avelgate. 

Some  Republicans  ar- 


always  look  better 
u  give  them  a  second 


'  does  Dole  recover? 
las  to  communicate  a 
/ision:  We're  for  lower 
hey  raised  your  taxes. 
3r  more  power  back 
hey're  for  power  in 
^on.  We're  for  the 
isiness  person  creating 
ob;  they're  for  the 
^ton  union  bosses. 
3r  fewer  lawsuits; 
owned  by  the  trial 
.  We'll  appoint  conser- 
udges;  they'll  appoint 
mes.  You  don't  have 
some  vast,  complex, 
cated  capacity  to  com- 
e  if  the  truth  sepa- 
le  teams  so  widely. 


gue  that  Gingiich  desperately  needs  leg- 
islative accompHshments  to  counteract 
Democratic  claims  of  a  "do-nothing  Con- 
gress." They'd  compromise  with  mod- 
erate Democrats  on  consensus  welfare 
and  balanced-budget  plans.  Final  action 
on  Gingrich's  plans  is  being  delayed 
amid  debate  over  which  sti'ategy  to  piu'- 
sue.  "They  know  they  should  l)c  liack  un 


the  offensive,  but  they  don't  know  the 
concrete  details  of  how  to  get  there," 
says  a  business  lobbyist. 

Another  delicate  situation  is  the  co- 
ordination between  House  Republicans 
and  their  Presidential  candidate.  "Newl 
Gingi'ich  is  a  team  player  and  will  do 
whatever  Bob  Dole  needs,"  says  GOP 
tei-  Whit  Ayres.  But  while  Gin- 
grich believes  that  help- 
ing Dole  is  important  to 
RepubUcan  chances  of  re- 
taining the  House,  some 
allies  are  impatient  about 
Dole  campaign  inaction 
on  legislative  strategy. 
Gripes  a  Gingiichite:  "We 
don't  want  to  wait  for 
the  master  plan." 

In  Republican  circles, 
there's  no  clear  consensus 
on  whether  the  latest 
Gingrich  brainstorm  will 
help  the  party.  But,  say 
his  allies,  at  least  the  vrily 
Georgian  has  a  blueprint. 
Other  party  stalwarts  are 
too  busy  hunting  for  life 
preservers  to  think  of 
such  schemes,  grand  or 
otherwise. 
By  Richard  S.  Dunham 
in  Washington 


FIGHTING  TRIM  ii  When  the  news 
media  doesn't  have  the  opportunity 
to  mischaracterize  me . . .  there's  a 
natural  tendency  for  me  to  rebound  7  J 


lieve  they're  squeezed 
more. 

Q:  What  do  you  make 
of  the  budding  ''Re- 
publicrat"  move- 
ment— Republican 
CEOs  giving  money  to 
Democrats? 
A:  Some  look  at  the 
polls,  figure  President 
Clinton  will  be  in  for 
foiu'  more  years,  and 
want  access.  It's  very 
shortsighted  and  naive 
on  their  part. 


ocrats  and  Republi- 
e  getting  into  a  panderthon,  ap- 
to  motorists,  beef  producers  . . . 
he  difference  is,  Clinton  is  ma- 
ng  the  cattle-futures  market  and 
:  of  us  are  lowering  taxes.  Show 
X  I  can  lower,  and  I'm  willing  to 
it's  not  pandering,  that's  a  core 
)hical  belief. 


Q:  Hoiv  does  the  Republican  Party 
run  against  Clinton  on  pocketbook 
issues  when  statistics  show  a  healthy 
economy? 

A:  Viitually  every  American  has  a 
sense  of  insecurity  when  they  watch 
AT&T  laying  people  off.  Taxes  have 
risen  faster  than  income,  so  people  be- 


Q:  Does  the  coiled 
serpent  of  Presiden  - 
tial ambition  still 
grip  Newt  Gingrich? 
A:  I'm  essentially 
an  idea  person.  I'm 
much  more  interested 
in  knowing  that  the 
Republican  nominee  shares  my  ideas 
than  I  am  in  wondering  who  the  nomi- 
nee is.  And  that's  true  for  2000  and 
2004. 

I've  got  a  couple  of  dinosaurs  and 
some  zoos  that  are  calling  me,  plus  a 
couple  of  books  I  want  to  write.  I  have 
more  than  enough  to  keep  me  busy. 
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MENDING 
FENCES 
A  repaired 
merchant  net- 
work has 
brought  about 
a  22%  return 
on  equity  last 
year 


STRATEGIES 


AMEX  STOOPS 
TO  CONQUER 

It's  going  after  card  deals  with  the  banks  it  once  ignored 


On  May  2,  American  Express  ceo 
Harvey  Golub  lobbed  the  equiva- 
lent of  a  Molotov  cocktail  into  a 
credit-card  confab  in  Atlanta.  After 
yeai"s  of  either  ignoring  or  picking  fights 
with  banks,  Golub  invited  his  rivals  to 
team  up  with  him  and  issue  American 
Express  cards,  something  no  U.  S.  bank 
has  ever  done. 

Ti-ue,  under  Visa  USA  Inc.  bylav\^s, 
banks  that  mai'ket  Visa  cai'ds  can't  issue 
AmEx  cai'ds.  But  that  didn't  stop  Golub: 
He  said  banks  would  "make  more  mon- 
ey" with  AmEx  than  with  Visa  and 
urged  them  to  revolt.  "There  is  no  rea- 
son for  you  to  continue  to  live  under 

this  bylaw  You  and  your  customers 

have  everything  to  lose  from  it,"  said 
Golub,  who  even  provided  the  aston- 
ished bankers  with  his  office  phone 
number  and  told  them 
to  call  him  to  talk  deals. 
FAST  DANCE.  Golub 
doesn't  have  any  takers 
yet,  but  his  aggr'essive 
move  is  yet  another  ex- 
ample of  the  shock 
treatment  that's  helping 
to  revive  American  Ex- 
press Co.  after  years  of 
stagnation.  Earnings 
were  strong  in  1995  and 
in  1996's  first  quarter, 
when  they  soared  to 


$396  million,  a  12%  rise  from  a  year 
ago.  One  big  reason:  a  cost-cutting  effort 
that  trimmed  $450  million  in  1995  alone. 

To  stop  a  shde  in  the  number  of  its 
cards  in  use,  AmEx  has  been  launching 
new  cards,  including  the  Hilton  Optima 
card  and  the  Delta  SkyMiles  Optima. 
Tlie  effort  is  paying  off  by  boosting  total 
cards  outstanding  to  37.8  million  in  1995 
ft'om  36.3  million  in  1994.  In  the  first 
quarter  of  1996  alone,  AmEx  opened 
400,000  new  Optima  accounts,  says 
Robert  E.  McKinley,  editor  of  Bank 
Card  Update. 

AmEx  also  has  used  independent 
sales  agents  to  expand  its  merchant  net- 
work, which  had  been  beset  by  defec- 
tions and  quarrels.  Result:  AmEx 
earned  a  22%  return  on  equity  in  1995, 
and  its  stock  is  up  57%  since  the  begin- 


ning of  last  yeai 
Crows  AmEx  Vice 
Chaimian  Kenneth  i 
Chenault:  "We  hav 
made  major  progi'es^ 
in  closing  the  gaps.' 

Not  all  the  gaps! 
though.  AmEx  is  sti 
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losing  market  shar 
in  the  card  markel 
while  banks,  now  th 
dominant  card-is 
suers,  are  gaining  by  offering  low-ratt  ^ 
low-fee  Visa  and  MasterCard  cards 
That's  why  AmEx  wants  to  form  part 
nerships  with  banks.  Says  Ned  Davis 
an  analyst  at  Oppenheimer  &  Co.:  "Th 
best  way  to  gain  market  share  is  to  ge  ^ 
the  banks  to  issue  the  cards." 
NICHE  PRODUCTS.  AmEx  argues  ths 
bank  customers  want  AmEx  cards.  Fo 
example,  banks  might  want  to  issue  th 
Platinimi  or  Coiporate  Card,  two  AmE 
cards  that  dominate  their  market; 
"There  are  certain  niches  where  cei 
tain  AmEx  cards  would  make  sense, 
says  Stephen  A.  Cone,  chief  marketin 
officer  for  KeyCoi^p,  who  nevertheless  :  ^' 
not  talking  to  AmEx  about  issuing  it 
cards. 

To  make  it  worth  the  banks'  whilJ*"' 
AmEx  is  promising  them  increase 
profitability.  The  company  can  pa 
banks  more  because  it  collects  mor 
from  its  merchants.  Banks  could  ear 
1.3(Z  on  every  dollar  spent,  compare  k 
with  approximately  Ic  for  Visa  an 
MasterCard,  estimates  Oppenheimer  * 
Davis. 

The  big  obstacle  is  Visa,  a  bitter  en<t* 
my  known  for  ads  that  viciously  attac  ■''^■^ 
AmEx.  Visa  says  none  of  its  membf'  fi 
banks  has  asked  to  be  able  to  issu  k 
AmEx  cards.  "This  is  as  if  Pepsi  step 
up  to  Coke  and  says,  'Could  you  help  i  tot 
out  and  bottle  oiu"  product  for  a  while?' 
snipes  Michael  Beindorff,  executive  vio  tis 
president  of  Visa  usa.  MasterCard  Ii 
ternational  Inc.  acknowledges  that 
has  no  prohibition  on  its  members  issifif- 
ing  AmEx  cards  but  will  only  say  in 
statement  that  it  is  "examining  this  i 
sue."  Bear,  Stearns 
Co.  analyst  Susan  Jfi: 
Roth  expects  one 
more  Visa  issuers  1 
challenge  the  prohibitic 
and  bring  the  matter  i  ijTit 
court.   Golub  says 
could  be  a  while  befoi  ffi 
any    deals    are  ai 
nounced.  Meanwhil 
he's  promised  to  wa 
by  his  phone. 

By   Leah  Nathai 
Spiro  in  New  York 
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4VESTIGATIONS 


IFTERSHOCKS  ARE  RUMBLING 
fHROUGH  ASTRA 

n  EEOC  sexual-harassment  probe  could  be  in  the  works 


Ifter  18  months  as  a  sales  rep  for  As- 
tra USA  Inc.,  Melanie  J.  Strobel,  27, 
had  finally  had  enough  of  what  she 
lys  was  widespread  sexual  harassment 
id  a  bizan-ely  controlling  culture.  She 
lit  on  Mai'.  31,  hoping  to  erase  the  mem- 
y  of  what  she  calls  "a  sick  company." 
Then  came  business  week's  May  13 
iver  story  exposing  claims  of  rampant 
!xual  hai'assment  at  Astra.  Reading  the 
aims  of  female  foiTner  employees,  who 
lid  they  were  fondled  or  requu-ed  to 
:company  male  executives  to  bars, 
ghtclubs,  and  hotel  suites, 
:robel  says  her  anger 
sached  the  boiling  point, 
rhere  it  was,  in  wiiting.  It 
as  exactly  the  company  I 
orked  for."  Although  she 
id  feared  taking  on  Astra 
jcause  of  what  she  saw  as 
1  intimidating  management 
yle,  she's  now  thinking 
)out  suing  or  joining  a  class 
;tion.  "They  robbed  me  of 
yeai'  and  a  half  of  my  life, 
tiey  caused  me  psychological 
auma  that  I'm  still  stnig- 
ing  with." 

lOKEN  PACT?  Strobel  isn't 
le  only  fomner  Astra  employee  look 
r  legal  relief.  The  diTig  company,  wh 
ispended  ceo  Lars  Bildman  on  A 
]  and  two  other  top  executives,  Geor 
^.  Roadman  and  Edward  Aarons,  c 
^ay  3,  now  may  face  a  blizzard  of  la^w 
lits  from  former  and  current  em 
oyees  claiming  sexual  harassment 
id  other  wrongdoing.  "Their  expo- 
ire  is  probably  immense,"  says  Eric 

Wallach,  a  New  York  attorney 
ho  specializes  in  defending  com- 
mies against  harassment  suits.  It 
ould  be  particularly  damaging  to 
stra  if  the  suits  show  that  the 
impany  knew  about  the  prob- 
ms  but  did  nothing,  Wallach 
lys.  "That's  what  really  triggei"s 
le  big  awards,"  he  says. 

What's  more,  the  Equal  Em- 
oyment  Opportimity  Commis- 
on  may  already  have  launched  its 
vn  investigation  into  Astra,  a  unit  of 


Swedish  chugmaker  Astra  ab.  James  L. 
Lee,  chief  attorney  for  the  eeoc's  North- 
east region,  won't  dii'ectly  confirm  the 
investigation.  But,  he  says,  "when  egi'e- 
gious  cases  of  sexual  harassment  are 
brought  to  the  attention  of  the  agency,  it's 
our  practice  to  ftilly  investigate  the  mat- 
ter." Piinted  allegations  suggest  that,  "on 
a  scale  of  sexual  harassment  cases,  this 
one  seems  to  rank  on  up  there,"  he  says. 

Even  some  former  employees  who 
have  ah'eady  settled  cases  against  As- 
tra are  coming  back  for  more.  One  is 
Pamela  L.  Zortman,  a  foraner 
sales  rep  who  filed  a  claim 
charging  that  Bildman  had 
kissed  and  fondled  her  while 
dancing  at  an  Astra  party. 
Zoitman  agi'eed  to  a  $100,000 
settlement  fi'om  Astra  in  Jan- 
uaiy.  But  on  May  8,  she  filed 
a  follow-up  suit.  Among  her 
claims:  breach  of  contract.  In 

BILDMAN:  Suspended  for 
now,  b2it  Astra  insiders 
say  he  won't  he  back 


the  original  agreement,  each  party 
pledged  not  to  dispai*age  the  other.  Zort- 
man's  attorney,  James  F.  Champa,  says 
Bildman's  lawyer  broke  that  pact  and 
cast  doubt  on  her  honesty  by  telUng  the 
press  that  an  unnamed  claim  that  sound- 
ed like  Zortman's  was  baseless. 

Legal  experts  say  that  reopening  cas- 
es wdll  be  difficult.  "It  sounds  to  me  like 
a  desperate  attempt  to  withdi-aw  fi-om  a 
mutually  bargained-for  agi'eement  now 
that  the  company  is  in  the  public  eye," 
says  Philip  M.  Berkowitz,  an  employ- 
ment attorney  at  Epstein,  Becker  & 
Green  in  New  York. 
EERIE  ATWIOSPHERE.  Even  so,  Astra  could 
still  suffer  more  fallout.  Newly  named 
top  managere  say  a  rigor-ous  investigation 
is  imder  way — and  hint  that  more  exec- 
utives will  be  implicated.  Harassment 
experts  say  anyone  found  to  be  dii'ectly 
involved  cleai'ly  must  go  but  that  casual- 
ties should  also  include  executives  who 
simply  allowed  such  behavior  to  continue. 
Bildman  remains  on  suspension  pending 
the  probe's  outcome,  but  insiders  say  the 
company  has  made  it  clear  that  he  won't 
return.  Bildman's  attorney,  Roderick 
MacLeish  Jr.,  says  "there  is  nothing  in- 
dependent about  this  investigation,  and 
the  results  have  been  predeteiTnined." 
He  denies  the  allegations  against  Bild- 
man. And  on  May  8,  as  this  article  was 
going  to  press,  MacLeish  phoned  Asti'a 
to  say  that  Bildman  had  just  filed  a  law- 
suit against  the  company. 

The  probe,  which  is  also  examining 
possible  financial  improprieties,  ah-eady 
is  taking  some  bizaiTe  tiuTis.  On  Apr.  29, 
two  Astra  lawyers  went  to  the  ho- 
tel room  of  consultant  Lars  Mag- 
nusson,  who  was  helping  Bildman 
respond  to  business  week's  investi- 
gation. Magnusson  says  they  were 
seeking  a  missing  Astra  safe  and  com- 
puter about  which  he  knows  nothing. 
Jan  Larsson,  Astra  usa's  new  CEO, 
confuTTis  that  "we  have  heard  mmors 
of  a  safe  or  documents"  being  missing 
and  says  the  lawyers  "wanted  to  talk" 
to  Magnusson  about  them. 

Not  long  after  new  management  took 
over,  soiu'ces  say,  high-level  stafiei-s  about 
to  attend  a  meeting  were  suddenly 
warned  not  to  use  a  conference  room  be- 
cause it  was  bugged.  One  source  says 
Astra  then  swept  for  electronic  Usten- 
ing  devices  several  times.  They  didn't 
find  any.  But  the  scare  has  added  to  the 
eerie,  siege-like  atmosphere  at  Astra's 
headquarters  in  subm-ban  Westborough, 
Mass.  Tlie  Astra  saga  is  hardly  over  yet. 

By  Mark  Maremont  in  Boston 


"There  it  was,  in  writing.  It  was  exactly  the  company  I 
worked  for/'  says  Melanie  Strobel,  who  may  now  file  suit 
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COMPUTERS 


DO  A  FEW  THINGS 
INCREDIBLY  WELL' 

Amid  tech  delays,  Apple  takes  a  few  steps  forward 


When  Apple  CEO  Gilbert  F.  Amelio 
takes  the  stage  before  4,000  or 
more  programmers  at  the  con- 
vention center  in  San  Jose,  Calif.,  on 
May  13,  it  will  be  his  debut  before  the 
people  vital  to  his  company's  survival: 
the  techies  who  create  the  softwai"e  that 
can  make  or  break 
Apple.  But  Amelio  will 
be  without  a  key  prop 
when  he  gives  his 
speech — Apple's  long- 
awaited  new  Copland 
operating  system  for 
its  Macintosh  comput- 
ers. Amelio  won't  even 
have  a  promised 
rough-cut  version  of 
the  software  to  hand 
out,  which  is  akin  to  hosting 
Thanksgiving  with  no  turkey. 

Fortunately  for  liim,  Apple  Com- 
puter Inc.'s  software  partners  ai-e 
used  to  disappointment.  Most  say 
they're  just  glad  Apple  is  admit- 
ting what  they  already  knew — that 


Reenergizing  software  developers 
may  be  the  key.  "Years  ago,  the  Mac 
was  the  platfomn  of  choice  for  leading 
edge  developers,  but  that's  no  longer 
the  case,"  says  Dean  Witter  Reynolds 
analyst  Eugene  G.  Glazer.  And  cus- 
tomers have  taken  note.  Denise  A. 

Gotham,  PC  buyer  for 
the  South  Lyon 
(Mich.)  school  dis- 
trict, plans  to  buy 
PCs  rather  than  Macs 
because   Apple  no 


DR.  AMELIO'S 
TECHNOLOGY 
PRESCRIPTION 


INTERNET-FRIENDLY  Amelio  acknowledges 
that  Apple's  new  Copland  operating  system  will 
be  delayed  from  late  1996  to  mid-1997.  In  the 
meantime,  Apple  is  upgrading  current  software 
to  work  better  with  the  Internet  and  is  launching 
a  major  development  effort  to  ensure  that  future 


it  won't  ship  Copland  this  year.  And    M^_'iS_?^'^JA^_!l®l^L^_^^^^_®J   Feb.  2.  Roizen  has  convincet 


a  soon-to-be-released  technology  de 
signed  to  let  Mac  users  embed  links  t( 
Web  pages  into  standard  software. 

Copland  also  vdll  be  beefed  up  for  th( 
Net:  Sun  Microsystems  Inc.'s  Java  tech 
nology  and  Netscape  Communication: 
Coii^.'s  Navigator  Web  browser  will  bi 
embedded  in  it,  for  instance.  The  goal:  ti 
make  jumping  onto  the  Net  as  easy  a 
opening  a  word-processing  document. 

Dallying  has  cost  Apple  key  Interne 
markets,  but  it  still  is  a  major  playei 
Some  25%  of  all  Internet  traffic  is  stil 
done  via  Macs,  and  Apple  geai*  is  widel; 
used  by  the  techno-hip  programmer; 
who  create  Web  sites.  Some  key  partner 
have  recognized  its  potential.  On  Apt 
30,  Netscape  announced  it  would  ado]) 
Apple's  QuickTime  technology  as  its  stan 
dai'd  for  transmitting  video  online.  Appli 
is  working  vdth  Netscape  and  Adohi 
Systems  Inc.  to  enhance  graphics  on  thi 
Net.  Even  Microsoft  Corp.  has  taken  no 
tice.  A  Microsoft  unit  in  Sant 
Clara,  Calif.,  recently  unveiled 
version  of  Microsoft's  Explore 
Web  browser  for  the  Mac.  Robe 
J.  Bach,  Microsoft's  marketing 
rector  for  desktop  application 
says  Microsoft's  relationship  wit 
I,       Apple  "is  in  an  up  cycle." 

The  task  of  further  bolsterin 
support  among  software  develo 
ers  has  been  handed  to  J.A.  Hei 
Roizen,  an  industry  veteran  wh 
joined  Apple  on  Ameho's  first  daj 


they'll  probably  warm  to  AmeUo's 
message:  He's  expected  to  insist 
that  only  crisp  execution,  not  grand 
visions,  can  save  Apple.  Uninspir- 
ing, yes,  but  a  good  fh-st  step.  "Ap- 
ple's always  gone  for  the  long  bomb 
to  score,  but  most  great  companies 
grind  it  out  with  the  running 
game,"  says  Jean  J.  Belanger,  chair- 
man of  Austin  (Tex.)  software  mak- 
er Metrowerks  Inc. 
ERRANT  COPLAND.  What  Amelio's 
plan  lacks  in  pizzazz,  it  makes  up 
for  in  scope,  Apple  souix-es  say.  He 
is  expected  to  streamline  every- 
thing from  engineering  to  pubhc 
relations.  He'll  [)ledge  to  no  longer  com- 
pete with  small  software  developers, 
killing  internal  Apple  projects  that  do. 
He  has  okayed  a  splashy  promotional 
campaign  tied  to  the  upcoming  block- 
buster movie  Mission:  Impossible,  set 
to  open  May  22.  And  he'll  lay  out  plans 
to  secure  a  major  role  for  Apple  on  the 
Internet.  "The  way  to  get  mai'ket  share 
is  to  do  a  few  things  incredibly  well  and 
service  the  hell  out  of  them,"  Amelio  re- 
cently told  analysts.  "Then  you  wake  up 
one  day  and  you  have  market  share." 


SIMPLIFIED  LINEUP  Apple  now  has  eight  to 
ten  models  in  each  of  its  four  key  Mac  lines; 
Amelio  will  pare  that  way  down. 

HAPPIER  DEVELOPERS 

Heidi  Roizen,  Amelio's 
new  developer-relations 
chief,  says  Apple  plans  to 
kill  in-house  development 
of  software  that  would 
compete  with  programs 
sold  by  outsiders.  It  also  is 
helping  Mac  developers 
find  venture  capital. 


CRUISE  CONTROL: 

Apple's  Mission: 
Impossible  promotion 


Amelio  to  make  developer  rela 
tions  a  priority,  and  increase  he 


longer  owns  exclusive  rights  to  Liie 
hottest  education  titles. 

Job  One  will  be  to  i-eset  expectations 
on  Copland.  Rather  than  hoaixl  new  fea- 
tures for  the  delayed  Copland  rollout, 
now  set  for  mid-1997,  the  company  will 
focus  on  folding  new  features  into  the 
current  System  7.5  softwai'e  this  fall. 
That  probably  wiW  include  CyberDog, 


staff  by  50  to  300  people.  She  has  as 
signed  full-time  staffers  to  work  vdtl 
key  software  makers.  Says  she:  "In  th' 
past,  we  sometimes  forgot  that  devel 
opers  were  our  partners.  But  this  com 
pany  can't  afford  to  carry  the  world  oi 
its  shoulders  anymore."  If  Apple  dehv 
ers  on  Amelio's  pragmatic  plans,  mayb^ 
it  won't  have  to. 

By  Peter  Burrows  in.  San  Francisa 
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ADMIT  IT.  YOU  HAVE  TO  BE  PRETTY  WELL 
BUILT  TO  CARRY  2  MILLION  PEOPLE. 


With  over  two  million  on  the  road,  the  Camry  is  probably  as  close  as  anyone  has  ever  come  to 
building  a  perpetual  motion  machine.* 

In  fact,  Automobile  Magazine  called  Camry  "The  Best  Car  Built  in  America."**  You'll  no  doubt 
agree  the  very  moment  you  have  a  seat  in  its  ergonomic  interior.  In  addition  to  its  solid, 
elegant  feel,  the  Camry  is  confidently  quiet.  This  effect,  achieved  through  advanced  engineer- 
ing, is  just  one  reason  that  Camry  has  become  the  industry  benchmark,  the  Gold  Standard  by 
which  all  midsize  sedans  are  judged. 

And  yet,  while  it  runs  like  a  clock,  Camry's  styling  is  virtually  timeless.  A  styling  so  classic, 

in  fact,  over  two  million  people  have  been  moved  by  it.  TOYOTA  CAMRY 

I  love  what  you  do  for  me 


Call  1-800-GO-TOYOTA  or  visit  our  Web  Site  at:  http://www.toyota.com  for  a  brochure  and  location  of  your  nearest  dealer. 
©1995  Toyota  Motor  Sales,  U  S  A  ,  Inc  Buckle  Up'  Do  it  for  those  wlio  love  you  'Jhete  are  over  2  million  Camrys  currently  in  operation  R  L  Polk.  1994  '  "Cannry  XLE  V6/Besl  car  built 

in  America  Automobile  Magazine.  Marcfi  1993  Most  Camtys  are  built  in  America 


News:  Analysis  &  Commentary 


HEALTH  CARE 


IN  CALIFORNIA,  IT'S 
HELL  NO.  HMO!' 

A  protest  against  managed  care's  excesses  gains  momentum 


Barbara  J.  Roberts  died  five  years 
ago.  And  her  daugliter,  Linda  Ross, 
isn't  about  to  let  Kaiser  Perma- 
nente — the  nation's  largest  HMO — forget 
it.  Roberts  waited  more  than  four  houi-s 
in  a  Kaiser  emergency  room  before  a 
doctor  diagnosed  the  blood  clot  in  her 
lungs.  Then  the  doctor  chose  not  to  ad- 
minister an  expensive  anticlotting  ch'ug, 
an  arbitration  panel  found.  Roberts,  61, 


sweeping  restrictions  (table).  "We're 
sending  a  message  to  hmos:  If  you  want 
to  reap  huge  profits... you  need  to  follow 
some  basic  niles,"  says  Rose  Ann  De- 
Moro,  executive  director  of  the  Califor- 
nia Nurses  Assn. 

That  message  resonates  around  the 
country.  Mostly  in  the  past  six  months, 
at  least  30  states  have  passed  a  range  of 
laws  regulating  hmo  activity.  Many  mea- 


I, 

died  two  hours  later  while  CHANGING  MOOD: 

awaiting  more  tests.  A  San  Francisco 

Kaiser  concedes  mistakes  rally  backing  a 
were  made,  but  says  they  "did  ballot  initiative 
not  contribute  to  [Roberts'] 
death."    Nonetheless,    Ross    won  a 


$150,000  award  last  year  against  the 
HMO  in  arbitration.  And  she  isn't  stop- 
ping there.  She  has  collected  2,500  sig- 
natures for  one  of  two  statewide  ballot 
initiatives  that  would  impose  strict  reg- 
ulations on  HMOS.  Ross  says  she's  work- 
ing to  change  a  system  that  rewards 
doctors  who  limit  treatment.  "My  moth- 
er was  relegated  to  the  trash  heap,"  she 
says.  "It's  all  about  money." 

Ross  is  just  one  in  an  amny  of  pa- 
tients, doctors,  and  nurses  who  have 
turned  up  the  heat  on  hmos  in  Califor- 
nia, the  cradle  of  the  managed-care  in- 
dustry. On  Apr.  23,  sponsors  of  compet- 
ing versions  of  the  California  Patient 
Protection  Act  together  filed  1.5  million 
signatures  vvith  the  state,  virtually  as- 
suring both  initiatives  a  spot  on  the  fall 
ballot.  Either  measure  would  impose 


sures  ban  so-called  gag  loiles 
that  limit  what  doctors  can 
tell  patients  about  hmo  poli- 
cies, or  require  insurers  to 
share  financial  data  with  con- 
Other  states  have  mandated 


sumers. 

minimum  two-day  hospital  stays  for  ma- 
teiTiity  patients.  Vu'ginia,  Arkansas,  and 
Louisiana  now  require  hmos  to  pay  for 
any  emergency  room  visit  that  a  "pru- 
dent" person  would  consider  urgent. 

But  the  California  initiatives  would 
go  much  fuilher  The  more  controversial 
version,  backed  by  DeMoro's  nurses 
group  and  Ralph  Nader,  contains  provi- 
sions that  would  impose  a  2.5%  tax  on 
hmo  executives  whose  total  compensa- 
tion exceeds  $2  million  in  any  year,  and 
would  levy  fees  on  industry  mergers  to 
help  finance  public  health  care.  The  al- 
ternative initiative,  sponsored  by  the 
California  Physicians  Alliance  and  sev- 
eral unions,  would  bar  hmos  from  ter- 
minating physicians  based  on  the 
amount  they  spend  for  treatment. 

It's  too  early  to  tell  whether  the  ini- 


tiatives have  enough  support  to  wir 
passage;  some  worry  that  the  more  ex 
treme  nurses'  measure  will  only  dividf 
the  vote.  But  their  mere  existence  i;: 
jarring  in  a  state  where  managed  can 
has  prospered  for  decades  virtually 
unchecked,  thanks  to  intensive  lobby 
.  ing  and  a  business  community  eager  1 1 
rein  in  spLraling  health-care  costs. 
FIGHTING  BACK.  Now,  the  political  cli 
mate  is  shifting.  The  state  Corporation; 
Dept.  is  fighting  to  impose  its  firs 
penalty  against  an  hmo,  a  $500,000  fim 
on  fhp  International  Inc.  for  denying 
cancer  treatment.  And  the  Medica 
Board  of  California,  made  up  mostly  o 
appointees  of  probusiness  Governor  Pet( 
Wilson,  has  responded  to  hmo  criticisn 
by  warning  in  its  April  report  of  "alaiTn 
ingly  ft-equent"  instances  of  HMOs  "re 

THE  REVOLT 
AGAINST  HMOs 

Two  competing  California  ballot 
initiatives  would  each  require: 

SECOND  OPINIONS  before  an  HMO  can 
deny  recommended  care 

SAFE  STAFFING  levels  at  hospitals  and 
clear  rules  on  staff  qualifications 

BANNING  THE  SALE  of  a  patient's  med- 
ical records  to  third  parties 


FULL  DISCLOSURE  of  HMO  marketing 
and  other  expenses  not  related  to 
health  care,  such  as  executive 
bonuses  and  stock  options 

stricting  medically  necessary  services 
The  HMO  industry  dismisses  both  bal 
lot  initiatives  as  union-backed  efforts  t 
preserve  health-care  jobs.  They  hav 
enlisted  the  CaUfomia  Chamber  of  Con^ 
merce,  which  holds  that  r-egulating  HMO 
would  be  bad  for  the  state's  busines 
climate,  raising  pr-emiums  for  employ 
ers.  They  also  have  retained  Goddard 
Claussen/First  Tliesday,  the  slick  ad  sho 
that  helped  deep-six  Pi'esident  Clinton' 
health-refor-m  package  with  its  Harr 
&  Louise  ads.  "We  are  taking  these  in 
tiatives  very  seriously,  and  we're  goin 
to  fight  back,"  says  Leonard  D.  Schae 
fei\  chief  executive  of  WellPoint  Healt 
Networks  Inc. 

But  the  pubUc  mood  is  cleai'ly  tumin 
against  hmos.  For  the  industry,  it's  a 
ominous,  defining  moment.  Californi 
gave  birlh  to  managed  care  30  year 
ago.  Now,  Linda  Ross  and  millions 
others  are  r'eady  to  lead  the  countej 
movement  that  reins  the  business  in. 

By  Eric  Schine  in  Los  Angeles,  mi 
Keith  H.  Hammonds  in  New  York 
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HEALTH  CARE 


ATTACK  OF  THE 
HEALTH-CARE  COLOSSUS 

If  Premier's  hospitals  buy  together,  its  clout  will  be  frightening 

These  are  times  that  test 
even  the  faith  of  Sister 
Monica  Heeran,  CEO  of 
PeaceHealth,  operator  of  five 
Catholic-sponsored  hospitals 
in  Bellevue,  Wash.  Under 
pressure  from  government, 
business,  and  consumers  to 
cut  costs  while  maintaining 
quality  care,  Heeran  has 
watched  nervously  as  many 
of  PeaceHealth's  noni3rofit 
brethren  nationwide  succumb 
to  the  temptations  of  selling 
out  to  deep-pocketed  health- 
care companies  such  as  Co- 
lumbia/Hf"A  Healthcare  Corp. 
But  these  days,  Heeran  is 
hopeful  that  her  team  can 
take  on  Wall  Street.  "In  the 
scheme  of  things,  we're  a 
small  organization,  but  now, 
we'll  have  the  leverage  of  a 
large  one,"  she  boasts. 

Why  the  newfound  confi- 
dence? PeaceHealth  is  get- 
ting that  newfangled  religion. 
During  the  past  nine  months, 
three  of  the  nation's  largest 
hospital  cooperatives — includ- 
ing the  one  that  contained 
PeaceHealth — have  joined 
forces  to  form  Premier  Inc. 
cial  behemoth  of  1,757  hospitals  that 
hopes  to  leverage  its  size  in  bulk  pur- 
chasing of  medical  supplies.  While 
health-care  purchasing  gi-oups  have  ex- 
isted for  at  least  two  decades,  Pre- 
mier's is  by  far  the  largest  ever,  with 
nearly  a  third  of  the  nation's  U.  S.  hos- 
pitals and  some  $10  billion  in  annual 
purchasing  volume.  Already,  the  neo- 
phyte alliance  has  pushed  prices  down 
on  many  medical  and  surgical  supplies. 
And  analysts  say  Premier,  which  ne- 
gotiates gi-oup  contracts  with  manufac- 
turers on  behalf  of  its  hospitals,  could 
cut  some  $2  billion  from  the  nation's 
health-care  costs  by  2000. 
"REAL  TEST."  Suppliers  are  getting 
twitchy  over  the  purchasing  colossus. 
"Our  other  customers  aren't  getting 
anywhere  near  the  prices  they're 
getting,  but  I'm  sure  they'll  start  try- 
ing," frets  an  e.xecutive  at  one  Pre- 
mier supplier  "But  frankly,  this  is  not 


"If  we  can't  get 
market  leaders  to  talk  turkey," 
says  CEO  O'Leary,  "we'll  do  the 
with  smaller  players" 


a  finan- 


a  contract  we  can  afford  to  lose." 

Even  as  Premier's  buying  power 
grows,  its  toughest  challenge  to  date  is 
nearing.  On  May  13,  the  alliance  will 
try  to  get  its  hospitals  to  sign  an  agi"ee- 
ment  to  j:)mx'hase  the  bulk  of  then-  med- 
ical supplies  and  dnigs  though  the  co- 
operative. "No  doubt,  they  have  become 
a  powerhouse  overnight,"  says  Mark 
Banta,  a  health-sei-vices  analyst  at  wSa- 
lomon  Brothers  Inc.  "But  getting  com- 
pliance with  contracts  fi'om  their  hospi- 
tals is  the  real  test." 

Premier,  whose  hospitals  generate 
$89  billion  in  annual  revenues,  is  al- 
ready starting  to  flex  its  muscle.  In 
separate  deals  announced  in  late  March, 
Premier  won  savings  of  30%  over  cur- 
rent costs  foi-  dye  used  in  medical  imag- 
ing from  Mallincki-odt  Group  Inc.  and 
locked  in  25%  savings  on  medical-imag- 
ing film  from  Sterling  Diagnostic  Imag- 
ing. Ptobeil  O'Leaiy,  Premier's  chief  ex- 
ecutive, says  the  gi'oup  is  negotiating 


with  Glaxo  Wellcome  for  steep  dis 
counts  on  a  broad  range  of  supplies 
"Suppliers  know  they'd  better  sharpei 
then-  pencils  or  risk  losing  out  to  some 
one  bidding  more  aggressively, 
O'Leary  says.  "If  we  can't  get  markc 
leaders  to  talk  turkey,  we'll  do  the  de;i 
with  smaller  players." 

Industry  analysts  say  Premier' 
nascent  market  leverage  could  stymie 

/growth  at  for-profit  hospit;i 
chain  Columbia  hca,  whicl 
grows  primarily  by  buyinj 
hospitals  that  have  beei 
weakened  by  out-of-contm 
costs.  Dan  Moen,  president  o 
Columbia  Sponsored  Networl 
Group,  a  unit  of  the  giant 
says  Columbia  can  get  bette 
deals  because  it  is  acting  o 
behalf  of  wholly  owned  ho.^ 
pitals.  "I  don't  even  thinl 
they  come  close,"  Moen  say.-- 
"We  get  the  best  price  of  anv 
(ine  on  supphes."  But  O'Lear. 
insists  his  cooperative  wil 
give  Columbia  a  run  for  it 
money. 

BIG  SQUEEZE.  Fairview  Ho:- 
pital  &  Healthcare  Services 
a  .$600  million  network  of  hoi- 
pitals  in  Minneapolis,  is  on 
Premier    member  hopin 
O'Leary  is  right.  Fairview  ha 
been  grappling  with  how  t 
trim  the  $50  million  a  yeai*  i 
spends  on  medical  and  surg 
/^pol     cal  supphes  and  the  $50  mi 
lion  it  spends  on  processin 
and    administration.  Say 
Richai'fl  A.  Norling,  Fau'view 
president  and  CEO:  "We're  e> 
pecting  Premier  to  help  us  achieve  i 
least  a  10%  cost  savings"  on  its  outlay 
for  medical  supphes  and  administratioi 
For  now,  Premier  must  successfuil 
promote  the  benefits  of  climbing  on  it 
bandwagon.  And  some  constituencie 
may  not  be  an  easy  sell.  While  phys 
cians  don't  sweat  about  swapping  proc 
ucts  such  as  stethoscopes  for  cheapt 
models,  they  resist  when  it  comes  t 
switching  supphes  such  as  catheters  an 
prosthetics — changes  that  often  requii 
retraining.  "There  are  certainly  goin 
to  be  some  strong  preferences  e?^ 
pressed  by  physicians,"  says  John  > 
Klees,  corporate  vice-president  for  m; 
terials  management  at  Legacy  Healt 
Systems,  a  Premier  member  that  opei 
ates  four  hospitals  in  Portland,  Ore.  Bi 
if  Premier  has  its  way,  doctors  an 
everyone  else  at  its  hospitals  will  soc 
be  singing  from  the  same  hymnbook  i 
PeaceHealth. 

By  Ron  Stodghill  II  in  Chicac, 
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Invented 

dial  tone. 

(ALSO  phone,  transistor,  laser,  Telstar  satellite,  fiber-optic  cable, 

cellular,  voice  mail ) 

Have  won  awards.  (  Nobel  etc.) 

Specialize  m  making  things  that  make  communications  work. 
Will  do  same  for  you. 

The  former  systems  and  technology  divisions  of  AT&T,  plus  Bell  Labs, 
now  Lucent  Technologies. 


Lucent  Technologies 


•■•"-■•--cA, 


■■--^^m^^  ^^^'ons  work.'" 
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COMMENTARY 


By  Aaron  Bernstein 


A  MINIMUM-WACE  MCUMENT  YOU  HAVEN'T  HEARD  BEFORE 


Mi 


Iost  economists  dislike 
the  minimurn  wage 
for  a  simple  reason: 
Raise  the  price  of  any- 
thing, whether  it's  lettuce 
or  labor,  and  buyers  can  af- 
ford less  of  it.  Such  ele- 
mentaiy  logic  convinces 
economists  that  jacking  up 
the  wage  floor  prices  some 
workers  out  of  a  job. 

But  there's  more  to  the 
subject  than  that.  Because 
the  relative  j^rices  of  labor 
and  capital  influence  coi-po- 
rate  investment  decisions, 
minimum-wage  levels  may 
affect  productivity.  If  pay 
I'ates  fall,  employers  have  a 
greater  incentive  to  buy  la- 
bor  instead  of  new  technology.  As  a 
result,  productivity  gi'owth,  the  key  to 
higher  living  standards,  slacks  off.  By 
the  same  token,  raising  pay  can  spur 
efficiency. 

PAY  FOR  ITSELF?  As  long  as  it's  not 
overdone,  lifting  the  minimum  wage 
may  create  overall  economic  gains 
that  outweigh  any  short-temi  job  loss- 
es. In  fact,  if  it  keeps  productivity  ris- 
ing, slowly  boosting  labor  prices  may 
actually  be  good  for  the  economy  in 
the  long  run.  "Most  economists  oppose 
the  minimum  wage  because  they 
haven't  thought  thi'ough  the  connec- 
tion to  productivity,"  says  Northwest- 
em  University  economist  Robert  J. 
Gordon. 

The  best  way  to  see  his  point  is  to 
look  at  productivity  growth,  which 
has  slumped  to  about  1%  a  year  since 
1973  from  3%  in  prior  decades.  One 
reason  for  the  decline  is  the  shift  in 
prices  of  labor  and  capital,  say  Gordon 
and  other  economists.  Baby 
boomers  and  women  flood- 
ed the  economy  with  cheap 
labor  in  the  1970s,  they  ar- 
gue, and  then  the  price  of 
capital  exploded  in  the 
1980s,  when  interest  rates 
went  through  the  ceiling. 
The  result:  Employment 
boomed  in  low-wage  ser- 
vice industries,  but  produc- 
tivity sagged  as  new  tech- 
nology became  more  pricey. 
"This  is  one  possible  expla- 


AT  MCDONALD'S:  Productivity  gains  could  offset  job  losses 


nation  for  the  slowdown  in  technologi- 
cal progress,"  says  Paul  M.  Romer,  a 
productivity  expert  at  the  University 
of  California  at  Berkeley. 

If  this  ai'gument  is  correct,  raising 
the  minimum  wage  might  not  hurt 
the  economy  and  could  even  pay  for 
itself.  Economists  have  preached  the 
virtues  of  productivity  gi'owth  since 
the  Luddites  and  before.  Yes,  jobs  are 
lost  when  employers  swap  technology 
for  labor.  But  the  extra  efficiency  low- 
ers prices,  so  consumers  buy  more 
goods  and  expand  output — and  the 
economy  gains  in  the  long  nm.  Econo- 
mists applaud  fast-food  chains  that  in- 
stall automated  french-fry  cookers  and 
lay  off  workers.  Why  should  the  re- 
sult be  different  just  because  the  em- 
ployer was  jolted  into  action  by  high- 
er labor  costs? 

Of  coui'se,  a  minimum  wage  pegged 
too  high  would  be  a  problem.  A  mini- 
mum of  $13  an  hour,  say — the  average 


AS  LOW-WAGE 
EMPLOYMENT  SOARED... 


...SERVICE  SECTOR 
PRODUCTIVITY  SANK 


SHARE  OF  WORK  FORCE  EARNING 
$5.20  OR  LESS  IN  1993  DOUARS 


1        AVERAGE  ANNUAL 
—  PRODUCTIVITY  RATE  IN 
SERVICE  INDUSTRIES 


wage  for  the  economy  as  a 
whole — would  be  a  disas- 
ter. Eveiyone  still  working 
would  be  in  high-wage, 
more  productive  jobs,  so 
the  economy  would  pro- 
duce more  per  worker.  But 
half  the  workforce  would 
be  imemployed,  so  total 
output  would  collapse. 
EDUCATION.  One  solution: 
peg  the  minimum  wage  to 
a  fixed  percentage  of  aver- 
age wages.  That  way,  em- 
ployee have  a  steady  in- 
centive to  seai'ch  out  the 
most  efficient  methods  of 
doing  business.  Yet  the  in- 
centive isn't  likely  to  be- 
come  a  hurdle  that  compa- 
nies can't  figui'e  out  how  to  overcome. 
"If  raising  the  minimum  spurs  techni- 
cal iimovations,  it  could  make  a  real 
difference  in  productivity  and  leave 
the  economy  better  off,"  concedes 
David  B.  Neumark,  a  Michigan  State 
University  economist  who  writes  on 
the  minimum  wage. 

Neumark  and  other  skeptics  still 
oppose  an  increase,  however,  be- 
cause they  doubt  that  the  economic 
gains  would  materialize.  Their  fear: 
some  low-skilled  workers  will  never 
work  again.  If  so,  efficiency  gains 
might  not  offset  the  output  lost  from 
their  labor. 

That's  why  setting  a  wage  floor  in 
today's  high-skills  economy  must  be 
combined  vrith  policies  aimed  at  help- 
ing young  people — who  comprise  half 
of  all  minimum-wage  workers — to 
complete  their  schooling  or  vocational 
training.  "Yes,  raising  the  minimum 
would  lift  productivity,  but  then  you 
have  to  helj)  those  on  the 
bottom  to  keep  up,"  says 
Hai-vard  University  econo- 
mist Dale  W.  Jorgenson. 

A  rising  wage  floor  may 
boost  hving  standards.  It 
also  ensures  that  low-wage 
workers  aren't  left  behind. 
That's  good  for  the  econo- 
my and  society  alike. 
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Bernstein  covers  the 
Workplace  for  business 
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HE  SEC  LOOKS  FOR 
PUIS  AT  HASBRO 

lOUBLE  IN  TOYLAND.  OPTIONS 

ading  patterns  show  that 
)out  a  dozen  investors  with 
3s  to  insiders  at  toymaker 
asbro,  based  in  Pawtucket, 
.  I.,  may  have  played  some 
egal  games,  Pacific  Stock 
xchange  officials  say.  The 
;e  has  referred  the  insider- 
ading  information  to  the  Se- 
irities  &  Exchange  Com- 
ission  for  investigation,  pse 
•okesman  Dale  Carlson  says 
le  exchange  began  its  probe 
ler  noting  a  surge  in  risky 
,11  options  before  Mattel  an- 
)unced  its  failed  buyout  bid 
r  Hasbro  in  January.  Com- 
my  spokesman  Wayne 
harness  says  that  "as  far  as 
e  know,  [the  probe]  has 
)thing  to  do  with  Hasbro 


CLOSING  BELL 


PERILOUS  PEAK? 

Is  Iomega's  share  price  peak- 
ing? Skeptics  warn  that  the 
Roy  (Utah)  disk-drive  maker's 
stock  has  soared  beyond  rea- 
son: It's  up  fourteenfold  in 
[he  past  year.  A  bad  sign: 
Fwo  Iomega  execs  recently 
sold  135,000  shares  worth 
about  $8.5  million.  Iomega, 
which  earned  $10  million  on 
sales  of  $222  million  in  its 
latest  quarter,  is  a  favorite  of 
investors  on  America  Online's 
Motley  Fool  financial  forum. 
Its  $199  Zip  Drive,  a  floppy- 
disk-like  device,  holds  reams 
af  data. 
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insiders."  The  sec  asked  for 
preliminary  information  about 
people  with  knowledge  of  the 
bid  shortly  after  it  was 
announced. 


A  COURT  FORCES 
CAT'S  DOORS  OPEN 

AFTER  A  THREE-WEEK  STAND- 

off  with  the  company,  inves- 
tigators fi'om  the  National  In- 
stitute for  Occupational  Safety 
&  Health  (NIOSH)  entered 
Cateii^illar's  York  (Pa.)  plant 
on  May  6.  Prompted  by  com- 
plaints from  the  United  Auto 
Workers,  the  federal  agency 
wanted  to  determine  if  levels 
of  cadmium  at  the  facihty  are 
causing  sexual  dysfunction 
among  its  male  workers. 
Cateipillai-  had  blocked  the  in- 
spection despite  a  comt-issued 
warrant,  arguing  NioSH  had 
not  proven  probable  cause. 
Cat  opened  its  doors  after  a 
federal  judge  found  it  in  eon- 
tempt  of  comt  and  tlireatened 
to  fine  it  $10,000  a  day 

$10  BILLION  WORTH 
OF  PHONE  CALLS? 

FORGET  THE  .JACKIE  AUCTION. 
The  real  action  ended  on  May 
6  in  Washington,  D.  C,  when 
89  companies  bid  .$10.2  billion 
for  493  licenses  to  provide 
wireless  phone  service  in  the 
U.  S.  Nextwave  Telecom,  of 
San  Diego,  was  the  big  buyer, 
spending  $4.4  billion  for  56 
mai'kets,  including  New  York 
and  Los  Angeles.  But  some 
losing  bidders  carp  that 
Nextwave  is  a  front  for  for- 
eign giants  such  as  South  Ko- 
rea's Pohang  Steel  and  Japan's 
Sony.  Nextwave  says  control 
of  the  company  rests  with  its 
founders,  all  U.  S.  citizens. 


NOW  irs 

RONALD  McYUPPIE 

RONALD  MCDONALD  IS  GETTING 

a  makeover.  In  teaser  ads  for 
the  Ai'ch  Deluxe,  a  new  bm'g- 
ei"  with  Dijon  mustai'd  and  ba- 


HEADLINER:  EDWARD  BENNETT 


A  BATH  FOR  IBM  AND  SEARS 


Why  does  Edward  Ben- 
nett want  to  buy  Prodigy, 
the  No.  3  computer  online 
service?  Bennett,  who 
took  Prodigy's  helm 
a  year  ago,  is 
expected  soon 
to  announce  a 
deal  in  which 
he  and  other 
managers  will 
take  the  service 
off  the  hands  of 
owners  ibm  and 
Sears,  who  have  poured 
about  $1.2  billion  into 
Prodigy  since  launching  it 
in  1985.  Now,  they'll  take 
a  bath.  Analysts  say  the 
partners  were  asking  $700 
million  to  $800  million. 
Those  close  to  the  negotia- 
tions say  Bennett  may 
have  a  deal  at  $100  million. 
Even  at  that  price,  Prodi- 


gy may  be  no  bargain. 
Bennett,  49,  formerly  head 
of  Viacom's  VH-1  cable-TV 
music  channel,  seemed  a 
-^^^^  natural  to  revive 
the  service.  But 
^    Prodigy  has 

slipped  further. 
No.l  America 
Online  has 
nearly  6  million 
subscribers, 
CompuServe  has 
nearly  5  million,  but 
Prodigy  peaked  at  2  mil- 
lion in  1994  and  has  since 
dropped  to  1.3  million. 
Bennett  and  team  believe 
Prodigy  could  become  a 
profitaljle  super-hip  "site" 
on  the  World  Wide  Web, 
but  analysts  are  skeptical. 
They  figure  even  the  Net's 
leaders  are  losing  money. 

By  Paul  Eng 


con  designed  to  appeal  to 
adults,  the  red-hau'ed  piu-vey- 
or  of  Happy  Meals  has  been 
moiphed  into  a  sHmmer,  less- 
clown-like,  '90s  type  of  guy. 
He  cavoits  with  adults  mainly, 
tiying  to  impress  golfers  with 
his  gi"eat  approach  shots,  disco 
aficionados  with  his  dance 
moves  and  designer  clothes, 
and  pool  sharks  with  his 
mighty  breaks.  The  HamBiu'- 
glar  could  never  keep  up. 


JIFFY  POP  GOES  ON 
THE  BLOCK  

HAPPY  THAT  CHEF  BOYARDEE, 

Maypo,  Jiffy  Pop,  and  other 


BIG  NAMES:  Will  AHP  soar 
witliout  its  food  group? 


brand-name  staples  may  soon 
be  sold,  investors  bid  up 
American  Home  Products 
5.2%,  to  53ys,  on  May  7  af- 
ter the  company  put  its  food 
gi"oup  on  the  block.  Proceeds 
from  a  sale  will  likely  be 
used  to  shrink  ahp's  $7.8  bil- 
lion debt,  already  down  from 
$10  billion  right  after  its 
1994  purchase  of  American 
Cyanamid.  ahp  says  it  won't 
sell  unless  it  gets  a  good 
price;  an  analyst  at  Mehta  & 
Isaly  figures  the  unit  will 
fetch  up  to  $1.2  billion. 

ET  CETERA ... 

B  Packard  Bell  and  Hughes 
Data  won  a  $1  billion  Air 
Force  computer  contract. 

■  Zenith  Electronics'  stock 
soared  after  it  talked  about 
its  Internet  plans. 

a  Jesse  Jackson  and  the 
National  Organization  for 
Women:  Boycott  Mitsubishi. 

■  AK  Steel  agi'eed  to  pay  $1.9 
million  in  fines  for  alleged 
worker-safety  violations. 
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Some  asset  management 
accounts  charge  you  $100. 
Year  after  year  after  year. 


Money  you 
could  be 
investing 

 ^  ^ 

instead. 
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ransferring  youi'  ;LsseLs  to  un  active  Fidelit}'  Ultra  Seiiice 


Account  does  more  for  vou  than  save  an  annua!  fee.' 


It  organizes  your  fin:uices  for  \'ou.  Puts  viilualh'  eveiy  kind  of 
investment  right  at  your  fingertips.  Gives  you  unlimited  check- 
writing  and,  for  qualified  investor,  VISA'"  Gold  Check  Card 
access.  ,And  consolidates  all  the  infonnation  vou  need  in 


one  easv-to-read  statement. 


Year  after  year  after  year. 
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Plus  you  can  buy  and  sell  stocks  and  options  at  up  to  76%  off 
what  full-commission  brokere  charger  And  when  you  trade 
via  automated  phone  or  computer,  you  save  an  extra  19%, 

Fidelit)'  already  offers  one  of  the  biggest  selections  of  domestic 
;ind  international  mutual  funds  you'll  find  anwhere.  But  the 
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SUDDENLY,  DEMOCRATS 
lAVE  THE  MIDAS  TOUGH 


l^alifoi"nia  Federal  Bank  ceo  Edward  G.  Harshfield  is  a 
—  longtime  Republican  donor,  but  he  hasn't  given  the  cop  a 
wcent  in  '96.  Instead,  he  has  ponied  up  $25,000  for  Demo- 
ats — and  he's  asking  his  Repubhcan  business  buddies  to  do 
e  same.  "When  I  biing  it  up,  they  say:  'Ed,  you'i'e  stretching 
)ur  credibihty,' "  laughs  the  Los  Angeles  banker.  "Then,  gen- 
■ally,  they  respond." 

Harshfield  says  he's  bolting  from  the  gop  for  now  because  he 
)poses  the  conservatives'  budget-slashing  excess  and  backs 
resident  CUnton's  economic  policies.  He's  among  a  legion  of 
ell-heeled  Republican  converts  and  euphoiic  Democrats  who 
ive  helped  turn  the  Democratic  Nation- 
Committee  into  a  money  machine. 
Although  Republicans  always  have  led 
leir  coimterparts  in  donations,  the  De- 
ocrats  predict  they'll  close  the  gap  this 
!ar.  The  dnc  aiid  the  Republican  Na- 
3nal  Committee  expect  to  raise  about 
.20  million  each.  That's  neai'ly  triple  the 
i3  million  the  Democrats  i-aised  last  yeai: 
I  the  fo'st  three  months  of  '96,  the  dn(  ■ 
lised  $17  million.  Then,  during  April 
one,  it  raised  a  fat  $18  million,  vs.  the 
Vic's  $10.9  million. 

>PULAR  GUY.  Why  the  sudden  success? 
ill  Clinton.  With  polls  shoving  him  trouncing  (iop  rival  Bob 
ole,  the  President  has  become  a  whiz  at  shaking  the  money 
ee.  He  has  reenergized  dispiiited  Democratic  fat  cats,  wooed 
saffected  Republicans,  and  won  donors  from  both  parties 
ho  like  to  hedge  then-  bets.  So  the  dnc  is  I'aising  foiu'  times 
;  much  money  as  it  had  expected  last  fall,  when  Clinton  was 
)wn  in  the  polls.  Says  Mitchell  W.  Berger,  a  Fort  Laud- 
'dale  (Fla.)  attorney  who  organized  a  Democratic  fimd-raiser: 
rhis  is  America.  We  like  winners." 

The  Dems  hope  Clinton  isn't  the  only  vdnner.  In  1994,  a 
age  financial  advantage  helped  the  go?  capture  CongTess 
id  sweep  most  gubernatorial  races.  This  time,  the  President 


CROSSOVER  HIT:  GOPers  are  giving,  too 


hopes  to  ensui'e  a  fairer  fight  by  narrowang  the  edge  Republi- 
cans get  from  prodigious  business  donors.  So  he's  headlining  a 
slew  of  fund-raisers  for  the  dnc,  congi-essional  candidates, 
and  state  parties.  Clinton  doesn't  have  to  worry  about  his 
own  campaign:  He  still  has  $20  million  left  over  from  the  pri- 
maries. Meanwhile,  Dole  is  nearly  out  of  cash,  forcing  the 
RNC  to  help  out  until  federal  funds  anive  in  the  fall. 

While  the  Pi'esident  is  the  stai"  attraction,  First  Lady  HiUaiy 
Rodham  Clinton,  Vice-President  Al  Gore,  and  Gore's  wife. 
Tipper,  also  are  raking  it  in.  In  Febmaiy,  3,000  women  paid 
$100  each  for  a  chance  to  chat  up  the  First  and  Second  Ladies 
over  cocktails  in  Philadelphia.  And  last 
November,  Hillaiy  Clinton  helped  raise 
$250,000  for  New  York  Democrats  at  a 
party  attended  by  financiers  Bruce 
Wasserstein  and  Ronald  0.  Perebian,  and 
investor  Alan  J.  Patricof.  "I  tliink  their 
presence  is  veiy  important,"  says  dnc  Fi- 
nance Chaimian  Marvin  S.  Rosen. 

A  healthy  economy  is  another  lure. 
"Business  people  are  feeling  good,"  says 
Patricof.  "People  haven't  got  much  to 
complain  about."  That  apparently  includes 
some  GOP  execs,  uncomfortable  with  the 
Republican  focus  on  divisive  social  issues 
at  the  expense  of  econoinics.  ( ;0Per  Malcolm  L.  Lazin,  pi'esident 
of  Wateifi'ont  Development  Corp.  in  Philadelpliia,  says  he's 
pleased  with  Clinton's  economic  policies.  That's  why  he  paid 
$12,500  to  attend  an  Apr  26  dnc  fund-raiser  featuring  the 
President.  Lazin  also  wonies  about  racial  overtones  in  gop 
stances  on  issues  such  as  immigi-ation  and  welfai-e.  "I'm  con- 
cerned about  the  rightward  drift  of  the  party,"  he  says. 

Democratics  concede  their  good  fortune  could  tum  if  the 
race  tightens,  as  experts  predict.  But  for  now,  party  fimd-rais- 
ei"s'  main  wony  is  keeping  up  with  demand  by  deep-pocketed 
donors  eager  to  nibble  Brie  vrith  the  biggest  cheese  of  them  all. 
Bij  Susan  B.  Garland,  with  Leah  Nathans  Spiro  in  Neiv  York 


CAPITAL  WRAPUP 


CHINA:  LEAST-FAVORED  NATION 

►  White  House  officials  are  conceding 
privately  that  President  Clinton  may 
have  to  swallow  some  restrictions 
Congress  wants  to  attach  to  renewal  of 
China's  most-favored-nation  (mfn) 
trade  status.  Officially,  aides  insist 
Chnton  wall  accept  nothing  less  than  an 
onconditional  one-year  extension.  But 
Capitol  Hill  critics — angry  at  Beijing's 
recorxl  on  trade,  human  rights,  and 
:rafficking  in  nuclear-weapons 
technology — think  they  have  the  votes 
for  Umited  sanctions  in  return  for  mfn. 


A  possible  slap:  Revoke  trade  privileges 
of  companies  controlled  by  the  army.  A 
decision  is  expected  by  .June. 

SEEKING  SINCERE  SENATORS 

►  Which  GOP  senators  have  the  most 
credibility  with  independent  voters? 
Republican  Party  pollsters  used  focus 
groups  to  find  the  best  gop  messengers 
to  feature  in  political  advertisements 
this  fall.  The  winners:  Dirk  Kempthorne 
of  Idaho  and  Kay  Bailey  Hutchison  of 
Texas.  The  results  could  boost 
Hutchison's  chances  of  becoming  the 
OOP  Vice-Presidential  nominee. 


DEFECTIONS  GO  BOTH  WAYS 

►  Will  Clinton's  former  ciA  directoi',  R. 
James  Woolsey  Jr.,  defect  to  the  gop? 
The  Dole  camp  hopes  so.  It's  courting 
the  conservative  Democrat,  who  favors 
a  scaled-back  Star  Wars  missile 
defense,  to  deflect  Chnton's  criticism  of 
Dole  for  supporting  Star  Wars.  Dole 
would  be  borrowing  from  Clinton's  '92 
campaign  playbook:  The  Democrat 
wooed  Admiral  William  J.  Crowe  Jr., 
chairman  of  the  Joint  Chiefs  of  Staff 
under  Reagan  and  Bush,  to  counter  gop 
attacks  that  Clinton  ducked  the  draft. 
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Ts"nOW"nnw? 

Or  soon? 


n  most  companies,  "now"  is  a  relative  term. 

When  you  need  intormation  "ntiw,"  someone  is  assii^ned  to  get  it.  They  contact  various  departments 
and  sites.  l*iill  it  all  together.  (Organize  it.  Put  it  in  a  report. 

But  by  then,  it's  iu)t  the  information  you  need  now.  At  best,  it's  the  information  you 
needed  then. 

Ot  course,  if  wishes  could  come  true,  you'd  have  all  of  the  information  you  need 
precisely  when  you  need  it.  You'd  be  able  to  get  it  yourself,  immediately.  And  it  would 
reflect  exactly  what's  happening  in  any  and  every  part  of  your  company.  Now. 

All  ot  which  is  currently  the  case  at  companies  using  SAP  business  process  software. 

SAP  software  lets  your  organization  work  the  way  you've  always  wanted  it  to  work. 
Because  unlike  many  technology  solutions,  it  was  developed  bv  people  with  business 
backgrounds,  from  a  totally  business-oriented  perspective. 

Its  various  interconnected  modules  automate  the  processes  that  are  basic  to  the 
business  of  running  a  business.  From  financials  to  materials  management  to  production 
to  sales,  and  more. 

Information  is  entered  once  and  only  once,  then  seamlessly  dispersed  to  everyone  who 
needs  it.  So  people  can  act  faster  and  more  efficiently.  Operations  become  synchronized. 
And  customer  service  is  improved  ciramatically. 

All  of  which  explains  why  more  than  Ci.ddl)  organizations  m  5(1  countries  are  already 
using  SAP  software.  From  single-site  companies  with  $5i)  million  m  annual  sales  to 
multi-billion,  multi-national,  multi-currency,  multi-lingual  conglomerates. 

Your  company  can  start  with  one  or  two  modules.  Add  other  modules  over  time.  Or 
install  the  complete  software  suite  throughout  your  entire  operation. 

And  nearly  8l)'/n  of  all  installations  are  completed  m  less  than  a  year.  So  it  won't  be 
long  before  you  begin  to  see  your  investment  pav  off. 

More  importantly,  you'll  start  to  see  real  changes  m  your  company. 

Now,  for  instance,  will  actually  mean  now. 

To  find  out  how  SAP  software  can  help  your  company  work  the  way 
you've  always  wanted  it  to  work,  call  1-800-283-lSAP. 

Or  visit  us  at  http://www.sap.com. 


Business  Process 
Software 


International  Business 


TRADE 


CHANGE 
OF  HEART 


The  U.S.  is  having 
doubts  about  the 
world  trade  pact  it 
championed 

For  years,  politicians  and  policy- 
makers have  stiuggled  to  create  a 
mechanism  for  resolving  interna- 
tional trade  disputes  amicably. 
They  thought  they  had  a  breakthrough 
in  1994  when  124  nations  reached  agi'ee- 
ment  on  an  accoi'd  that  drastically  re- 
duced trade  tariffs  and  provided  new 
global  inles  for  trade  in  burgeoning  ser- 
vice industries.  A  new  world  court  was 
set  up  in  Geneva  to  arbitrate  disputes 
speedily.  The  World  Trade  Organization 
would  be  a  key  watchdog  in  the  new 
era  of  global  capitalism. 

Yet  hardly  a  year  after  it  began  op- 
erating, the  WTO  is  adrift.  Global  talks 
aimed  at  opening  trade  in  telecommu- 
nications services  broke  up  on  a  sour 
note  on  Apr.  30.  Similar  talks  on  finan- 
cial services  collapsed  last  year.  On 
Apr.  29,  the  U.  S.  lost  its  appeal  in  the 
fir-st  case  adjudicated  by  the  wto,  over 
U.  S  pollution  standards  for  imported 
gasoline.  Such  disappointments  are 
spurring  American  economic  national- 
ists to  cpiestion  just  how  much  the 
U.  S.  stands  to  gain  from  the  new 
world  trade  order.  Senate  Majority 
Leader  Bob  Dole,  the  presumptive  Re- 
publican Presidential  nominee,  is  even 
championing  a  clause  that  would  let 
the  U.  S.  pull  out  of  the  wto  if  Wash- 
ington decides  the  trade  court  tram- 
ples on  American  sovereignty.  "Our 
laws  should  continue  to  be  a  matter 
for  Americans,  not  international  judges, 
to  determine,"  Dole  declared  on  May  2. 

The  backlash  against  the  wto  is  a 
classic  Clinton  drama.  The  Clintonites 
lobbied  strenuously  for  a  year  to  win 


KODAK  AND  RIVAL  FILM 
ON  SALE  IN  TOKYO 


congressional  approval  for  the  wto.  But 
then  Clinton's  trade  and  economic  ad- 
visers failed  to  follow  through.  The 
U.  S.  didn't  file  a  case  at  the  wto 
until  April  1995,  for  example,  four 
months  after  the 
trade  tribunal  came 
into  existence.  A 
slew  of  early  filings 
and  some  lobbying 
of  Geneva  bureau- 
crats might  have 
ensured  that  the 
WTO's  first  ruling 
wouldn't  slam  the 
U.S.,  Clinton's  crit- 


TELECOMMUNICATiONS 

The  U.S.  last  mouth 
pulled  the  plug  on  a 
near-deal  to  open 
markets  for  telecom 
services,  citing  paltiy 
liberalization  offers  by 
other  nations 

KODAK  A  likely  U.S.  move 
to  get  the  WTO  to  investi- 
gate Kodak's  charge  of 
collusive  practices  by 
Fuji  Film  and  Japanese 
bureaucrats  could  back- 
fire if  Geneva  rejects  the 
case 


ICS  say. 

"AVALANCHE?"  The 

blunders  are  taking 
their  toll.  "The  WTO 
is  already  having  a 
chilling  effect  on 
U.  S.  trade  policy," 
laments  one  Wash- 
ington trade  hand. 
American  ambiva- 
lence to  the  WTO 
could  undercut  China  trade  policy.  The 
U.  S.  is  using  membership  in  the  WTO 
as  a  bargaining  chip  to  force  the  Chi- 
nese to  open  their  market  more  cjuick- 
ly.  Meanwhile,  U.  S.  trade  officials  are 
wary  of  threatening  sanctions  against 
Japan  over  hot  issues  such  as  semi- 
conductors, for  example,  partly  be- 
cause of  fears  that  the  wto  would  rule 
against  the  U.  S.  "One  more  negative 
(WTO)  decision,  and  there  will  be  an 
avalanche"  of  political  attacks  by  U.  S. 
opponents  to  the  trade  court,  warns  a 
Senate  staffer. 

A  lack  of  American  commitment  to 
the  WTO  could  damage  important  ef- 
forts to  open  trade  further  around 
the  world,  some  analysts  fear.  Without 
firm  U.  S.  leadership,  European  and 
Asian  countries  will  be  reluctant  to 
commit  to  new  measures  to  break 
down  "invisible"  barriers  to  trade,  such 
as  collusive  business  pi'actices,  cartels. 


FINANCIAL  SERVICES 

Global  talks  collapsed 
in  June,  1995,  after  the 
U.S.  walked  out  when 
Asian  countries  refused 
to  ease  restrictions  on 
foreign  banks 

COMPETITION  POLICY 

Many  Asian  nations  will 
fight  a  likely  U.S. 
request  that  the  \W0 
outlaw  such  nontariff 
barriers  as  cartels  and 
collusive  business 
practices 

DATA:  BUSINESS  WEEK 
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'  AT&T'S  WORLDWIDE 
1  OPERATIONS  CENTER 

Flash  Points 
In  The 
New  World 
Trade  Order 

The  dynamics 
of  global  economic 
relations  have  shifted, 
and  the  result  could  be 
one  impasse  after 
another 


and  administrative 
fjuidance. 

That  raises  the 
stakes  for  what 
could  be  the  most 
important  case  to 
go  to  the  WTO  this 
year,  Eastman  Ko- 
dak Co.'s  allega- 
tions of  unfair 
trade  collusion  be- 
tween Fuji  Film 
Co.  and  Japan's 
Ministry  of  Inter- 
national Ti'ade  & 
Industry  (miti). 
Frustrated  by 
Tokyo's  refusal  to 
even  discuss  Ko- 
dak's charges  at 
the  bargaining 
table,  the  Administration  is  considering 
taking  part  of  the  film  giant's  complaint 
to  the  WTO. 

Ti'ouble  is,  it's  not  clear  the  WTO  can 
mediate  the  fuzzy  issues  of  business- 
government  collaboration  at  the  heail  of 
Kodak's  complaint.  "The  WTO  doesn't 
have  jurisdiction  over  competition  poli- 
cy," argues  Ira  Wolf,  a  Kodak  vice-pres- 
ident. If  the  trade  coml  rejects  the  case 
on  the  gi'ounds  that  its  niles  don't  apply, 
the  Administration  could  be  in  a  politi- 
cally embarrassing  position.  Its  fallback 
option — sanctions — would  be  illegal  un- 
der WTO  rules. 

What's  going  wrong?  Many  in  Eu- 
rope believe  the  culprit  is  U.  S.  elec- 
tion-year grandstanding.  If  Americans 
are  disappointed  in  the  wto,  they  have 
only  themselves  to  blame  because 
the  U.  wS.  was  chief  architect  of  most  of 
its  rules,  say  bureaucrats  at  the 
trade  court's  sec- 
retariat in  Geneva. 
For  example,  the 
dispute-settlement 
process  that  re- 
sulted in  a  WTO 
ruling  that  the 
U.S.  Clean  Air 
Act  discriminates 
against  foreign  oil 
refiners  was  large- 
ly drafted  to  U.  S. 
specifications. 

The  Euros  also 
contend  that  the 
financial  services 
and  telecom  talks 
failed  because 
Washington  pulled 
the  plug  for  politi- 
cal reasons.  In 
both  negotiations, 
countries  made 


widely  varying  proposals  to  allow  for- 
eign investment  and  participation.  "The 
idea  that  the  offers  on  the  table  in 
both  telecom  and  financial  services 
were  without  significant  value  is  not 
widely  shared,"  says  WTO  spokesman 
David  Woods.  "It  has  never  been  pos- 
sible in  trade  negotiations  to  secure 
everything  overnight." 

U.  S.  negotiators  did  pull  back  fi-om  a 
telecom  deal  at  the  11th  hour,  but  not 
because  Clintonites  were  queasy  about 
inking  another  market-opening  pact  in 
an  election  year  Administration  trade 
officials  would  have  been  delighted  to 
trumpet  a  telecom  deal  to  counter 
mounting  U.  S.  skepticism  about  the 
WTO's  accomplisliments.  But  they  walked 
away  from  the  table  after  industry  ex- 
ecs and  leading  Republican  and  Demo- 
cratic senators  balked.  A  weak  deal, 
they  charged. 

BUTT  OF  CRITICISM.  What  next?  Top 
U.  S.  trade  hands  vow  to  redouble  theii- 
efforts  to  get  a  telecom  agreement  by 
teaming  up  with  Europe  to  scjueeze 
better  offers  from  recalcitrant  Asian 
nations.  The  Clintonites  reject  calls 
fi'om  some  trade  experts  for  another 
megatrade  round  as  too  much  too  soon. 
That's  a  view  shared  by  U.  S.  business, 
which  is  still  feeling  its  way  around 
the  WTO.  Instead,  the  Americans  will 
press  the  wto  to  tackle  controversial 
barriers  such  as  anticompetitive  prac- 
tices and  bribery. 

It  will  take  time — and  more  trade 
disputes — for  these  efforts  to  succeed. 
In  the  meantime,  the  wto  may  remain 
the  butt  of  criticism  ft'om  U.  S.  econom- 
ic nationalists.  The  fact  remains,  how- 
ever, that  the  dynamics  of  international 
economic  relations  have  sliifted  and  such 
a  multilateral  oi'ganization  is  bound  to 
play  a  cracial  role. 

Indeed,  the  U.  S.  cannot  afford  any- 
more to  cut  global  trade  pacts  essen- 
tially with  Europe  and  Japan,  giving 
third-world  players  a  free  ride.  Says 
Stuart  E.  Eizenstat,  Commerce  Un- 
dersecretary for  International  Tr-ade: 
"The  world  trade  environment  is  no 
longer  going  to  be  a  one-way  street  in 
which  the  U.S.  and  the  developed 
world  offer  unrestrained  access  to  our 
markets  in  return  for  very  little  ac- 
cess to  the  markets  of  upper-tier  de- 
veloping nations."  Washington  is  in  a 
good  position  to  steer  its  partners  to- 
ward a  more  friendly  world  trade  or- 
der. But  if  the  WTO  is  going  to  be  the 
vehicle,  the  U.  S.  must  put  a  firmer 
hand  on  the  wheel. 

By  Amy  Bomts  in  Washington,  with 
Bill  Javetski  in  Paris,  John  Parry  in 
Geneva,  and  Brian  Bremner  in  Tokyo 


BUSINESS  WEEK  /  MAY  20,  1996  49 


TRADERS  ON  THE  BOMBAYt 
STOCK  EXCHANGE 


international  Business 


LI  PENG'S  ORDER  FOR  13  AIRBUS 
PLANES  WAS  A  BLOW  TO  BOEING 


CHINA 


BOEING  MAY  BE  GLAD 
IT  MISSED  THE  PLANE 

Losing  out  on  China's  joint  venture  may  save  it  loads  of  trouble 


For  months,  Westem  aerospace  com- 
panies have  been  falHng  over  one 
another  to  become  a  partner  in  a 
Chinese  project  to  build  a  100-seat  jet. 
In  April,  with  U.  S.-China  relations 
tense,  Chinese  Premier  Li  Peng  traveled 
to  France  and  announced  the  winner: 
Beijing  would  sign  a  memorandum  of 
understanding  with  a  European  consor- 
tium I'atlier  tlian  Boeing  Co.,  the  leading 
U.S.  contender.  Politics,  the  Seattle  gi- 
ant says,  cost  it  a  lucrative  deal. 

But  while  Boeing  expresses  disap- 
pointment that  it  won't  be  pail  of  the  $2 
bilUon  consortium,  industiy  analysts  and 
soui'ces  close  to  Boeing  say  in  reality  it  is 
relieved  to  have  been  passed  over.  With 
few  customers  for  the  plane  in  China  or 
abroad,  the  deal  would  have  drained 
money,  teclinology,  and  management  tiine 
for  yeai's.  Boeing  "won  by  losing,"  says 
Jim  Eckes,  managing  director  of  In- 
doswiss  Aviation  Ltd.,  a  Hong  Kong- 
based  aircraft  leasing  company. 

Sour  grapes,  suspect  Eiu'opeans  from 
Aero  International  Regional  (air),  the 
Franco-Italian-Biitish  consortium  that 
is  negotiating  to  build  the  plane  dubbed 
the  Asia  Express.  Still,  U.  S.  industi-y 
sources  say  the  deal  will  be  excniciat- 
ingly  difficult.  For  starters,  Beijing  has 
not  even  resolved  who  will  be  the  other 
Asian  partner,  which  will  be  vital  to  fi- 


nancing the  venture.  China  has  been 
feuding  for  months  with  the  Samsung- 
led  South  Korean  group  over  where  the 
planes  will  be  assembled.  Singapore  has 
also  tried  to  jump  in.  But  with  only  a 
small  amount  of  cash,  its  offer  appar- 
ently did  not  impress  Beijing. 

Even  before  they  hash  out  a  final 
deal  with  China,  the  Europeans  have 
some  issues  to  sort  out  among  them- 
selves, such  as  exactly  wiiich  compa- 
nies are  going  to  be  involved.  Two  mem- 
bers of  AIR — British  Aerospace  and 
Aerospatiale — are  partners  in  Aii'bus 
Industrie,  but  Daimler  Benz  Aerospace, 
also  an  Airbus  partner,  covets  a  role 
too.  So  it's  not  clear  whether  the  Chi- 
nese will  do  business  with  individual 
companies  or  with  Airbus  itself.  "The 
situation  is  extremely  fluid  and  vague," 
says  an  Airbus  official.  "Nothing  has 
crystallized  yet."  The  third  member  of 
AIR,  Italy's  Alenia,  is  not  part  of  Aii'bus. 

The  prospects  for  the  Asia  Express 
itself  are  questionable.  Ironically,  most 
analysts  question  whether  there  will  be 
much  demand  for  the  planes  in  China. 
That's  because  Cliinese  au'lines,  the  pre- 
sumed customers,  prefer  larger  jets  for 
their  routes,  says  Eckes. 

The  only  way  to  make  the  economics 
of  the  deal  work  is  if  China  exports  the 
plane,  at  least  to  Asian  markets.  But 


WHY  THE  ASIA  EXPRESS 
MAY  GET  STUCK 

MARKET  Most  Chinese 
airlines  want  bigger  planes 
than  a  100-seat  jet,  and  export 
markets  are  uncertain 

COMPETITION  Indonesia's 
state-backed  effort  to  build  a 
similar  plane  is  far  ahead 

REGULATIONS  China  has  a 
poor  track  record  in  getting 
approval  from  the  U.S.  Federal 
Aviation  Administration 

INFIGHTING  Squabbling 
continues  between  Beijing 
and  proposed  Korean  partners 
about  location  of  production 


that  would  compete  with  a  proposed  In- 
donesian plane  and  existing  Western 
models.  Moi-eover,  the  maiivet  is  bnitally 
competitive,  as  evidenced  by  the  collapse 
of  Dutch  manufactiu'er  Fokker.  China's 
track  record  making  planes  for  export 
is  not  encom-aging  either  To  meet  the  de- 
mands of  the  LI.  S.  Federal  A\iation  Ad- 
ministration, the  Cliinese  would  need  to 
improve  vastly  theLr  production  process 
Boeing  sources  say. 

BILLIONS  PENDING.  During  his  French 
trip,  Li  dealt  a  blow  to  Boeing  when  he 
announced  that  China  would  place  an  or- 
der for  13  Aii'bus  planes,  with  an  option 
to  buy  an  additional  20  jumbos,  worth 
potentially  $1.5  billion.  Boeing,  with 
70%  share  of  the  Chinese  commercia. 
market,  has  $4  billion  in  orders  pending 
in  China,  but  they  are  on  hold  unti' 
Washington  concludes  its  debate  ovei 
China's  most-favored-nation  status  anc 
other  issues.  Boeing  says  contracts  foi 
ovei'  100  jets  are  waiting  to  be  signed 

Even  with  the  Airbus  orders,  Boe 
ing  will  enjoy  dominance  in  the  Chinest 
market.  Last  month,  Vice-Premier  Zhi 
Rongji  assiu'ed  Boeing  Commercial  Air 
plane  Group  President  Ronald  B 
Woodard  that  the  company  will  continue 
to  have  a  "long  and  prosperous  rela 
tionship  in  China."  A  likely  time  foi 
some  good  news  for  Boeing  is  in  June 
when  it  has  scheduled  a  board  meetinj 
in  Beijing. 

For  now,  Boeing  has  solid  prospect: 
for  futui-e  sales,  without  the  hassles  of ; 
difficult  joint  ventm'e.  If  the  Eiu'opeani 
founder  with  Asia  Express,  the  Chinesi 
could  ask  Boeing  to  dance  again.  Tb 
question  then  would  be  whether  the  U.  S 
giant  could  manage  to  decline  gi-acefullj 

By  Seanna  Browder  in  Seattle,  witi 
Dave  Lindorff  in  Hong  Kong 
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Call 

Sprint 

today 


(and  start  making 
Fridays  work  ha  rder  for 
your  small  business). 

With  free  long  distance  every 
Friday  for  a  year,  it  really  pays  to 
switch  to  Sprint. 

Now  there's  an  easy  way  to  make  Fridays  the  most  productive  day 
of  the  week  for  your  small  business.  Simply  switch  to  Sprint 
Business  Sense"  and  you'll  get  Fridays  Free  —  free  long  distance 
every  Friday  for  an  entire  year*  That's  S2  Fridays  worth  of; 


•  Free  State-to-State  Calls  •  Free  Calling  Card  Calls 
•  Free  Cellular  Long  Distance  Calls  •  Free  Inbound 
Toll  Free  (800  and  888)  Calls  •  Free  Faxes 
•  Free  Directory  Assistance 


So  you  can  check  in  with  clients,  fax  proposals,  receive 
telephone  orders,  keep  in  touch  when  you're  on  the  road  —  all 
for  nothing.  Just  think  how  much  more  productive  your  business 
will  be  —  and  how  much  you'll  save  every  Friday! 


Plus,  you'll  continue  to  save  the  rest  of  the 
week,  with  one  low  flat  rate  per  minute  for 
each  of  the  above  services,  and  a  low  flat  rate 
for  international  calls,  too  You'll  even  earn 
valuable  perks  with  our  exclusive  Callers' 
Plus  "  rewards  program. 


See  how  much  more  productive  your 
small  business  can  be  when  you  do 
business  with  Sprint,  (^all  n<jw. 


Call  Sprint  Business  today 

!• 800 •827 •3700 

www.sprint.com 


Sprint 


We  help  business  do  more  business 


•$50  monthly  minimum  required.  Certain  restrictions  apply  Maximum  of  $1 .000  in  free  calling  per  month  Domestic  calls  and  commercial  use  only. 
Limited  time  offer.  Not  valid  with  any  other  offer 
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INDIA 


A  GREAT  MUTINY 

AGAINST  ECONOMIC  REFORM? 

Nationalists  vow  to  cull  foreign  investments 


BJP  RALLY:  Jingoi 
tempered  by  prag 


It's  a  rowdy  election  eve  in  Bombay's 
sprawling  Shivaji  Park,  and  an  audi- 
ence of  more  than  20,000  is  drinking 
in  the  thunder  and  theatricals  of  a  rally 
by  the  Bharatiya  Janata  Paity  (rip)  and 
its  allies.  Thrilling  the  crowd  is  Bal 
Thackeray,  charismatic  chief  of  Shiv 
Sena,  the  party  that  niles  the  pivotal 
Maharashtra  state  with  the  bjp.  He 
roars  into  the  microphone:  "What  has 
the  Congress  Party  given  you  in  the 
last  50  years?  Comiption.  But  we  will 
change  that.  We  have  to  clean  the  sys- 
tem that's  been  sullied   

for  50  years." 

Thanks  partly  to 
that  poweifiil  message, 
the  B.JP  emerged  from 
India's  national  election 
in  early  May  in  a  posi- 
tion of  unprecedented 
strength,  despite  its 
reputation  among 
many  Indians  as  a  rab- 
ble-rousing band  of  na- 
tionalist Hindus.  The 
strong  showing  means 
the  Bip  will  enjoy  new- 
found power,  whatever 
weak  government  is 
able  to  take  shape. 
"The  B.JP  has  changed 
the  agenda,"  says  S.  L. 
Rao,  the  highly  re- 
garded fomner  director 
general  of  the  National 
Center  for  Applied 
Economic  Research. 
CULTURAL  AFFRONT.  Foreigners  fucus 
less  on  the  h.ip's  religious  chauvinism 
and  more  on  its  fuzzy  and  often  trou- 
bling proposals  for  the  economy.  Al- 
though the  party  numbers  many  promi- 
nent businessmen  among  its  core 
supporters  and  di'aws  much  of  its  sup- 
port from  upper-  and  middle-class  Hin- 
dus, a  strong  streak  of  protectionism 
runs  through  the  b,jp.  That's  because 
many  Indian  businesses  don't  welcome 
the  foreign  competition  that  has  come  in 
the  wake  of  reforms. 

BJP  leaders,  for  their  part,  see  Coke, 
Pepsi,  and  Western  fast  food  as  an  af- 
fi'ont  to  Indian  values  and  vow  not  to 
let  more  consumei-goods  companies  into 
the  country.  Party  spokeswoman  Sush- 


ma  Swaraj  says  the  party  even  wants 
to  review  all  investment  contracts 
signed  by  foreign  auto  companies  rang- 
ing from  General  Motors  and  Ford  to 
Mercedes-Benz  and  South  Korea's 
Hyundai,  with  an  eye  toward  renegoti- 
ating some  of  them.  More  roads  should 
be  a  priority  before  more  cai's,  she  says. 

It's  still  not  eleai'  which  of  the  party's 
economic  proposals  will  become  policy, 
but  with  a  stronger  bjp,  "matters  are 
going  to  be  worse,"  predicts  University 
of  Rochester  India  expert  S.  P.  Kothari. 

  "The  growth  in  for- 

sni  can  be  eign  investment  will 

niatic  states        slow  dowTi."  India  re- 


THE  BJP  S  AGENDA 
FOR  FOREIGN  BUSINESS 

•  Some  big  auto  ventures  could 
be  reviewed. 

•  New  investment  in  consumer 
products  would  be  discouraged. 

•  Technology  and  infrastructure 
deals  would  be  encouraged. 

•  Some  Indian  companies  under 
competitive  pressure  might  be 
protected  from  foreign  rivals. 

DATA  BUSINESSWEEK 


ceived  $2  billion  in  direct  investmem 
last  year,  up  from  about  $100  milHor 
when  Prime  Minister  P.V.  Narasimh; 
Rao  took  power  five  years  ago. 

The  BJP  insists  it  welcomes  fund; 
from  abroad  in  high  tech  and  in  infra 
structure.  But  the  Shiv  Sena-BJP  coaU 
tion  in  Maharashtra  forced  Em-on  Corp 
to  renegotiate  a  contract  for  a  $2.5  bil 
lion  electricity  plant  after  it  came  t< 
power  last  year,  denting  foreign  confi 
dence.  The  bjp  is  keen  to  have  foreign 
ers  build  highways  and  ports  to  relieve 
congestion,  but  no  political  party  ha 
spelled  out  attractive  condition 
"They've  got  to  understand  that  i 
vestors  aren't  going  to  flood  in,"  says 
Western  diplomat  in  New  Delhi.  "It  h 
got  to  be  com.mercially  viable." 
"NOT  OVERLY  CONCERNED. '  Whateve 
role  the  BJP  plays,  foreign  companies  ii 
India  say  they  ai'en't  going  to  be  put  ol 
by  bumps  on  the  political  road.  "We  an 
committed  to  India,"  says  a  spokesmai 
for  Procter  &  Gamble  Co.,  which  intro 
duced  Pampers  diapers  and  Panteni 
shampoo  to  the  Indiai 
market  in  1995.  Coca 
Cola  President  M 
Douglas  Ivester,  who& 
company  and  its  bot 
tiers  have  investei 
nearly  $120  million  ii 
India  since  1993,  re 
cently  told  sharehold 
ers  that  the  compan; 
is  "not  overly  con 
cerned"  about  th 
antiforeign  sentimen 
because  reforms  hav 
gone  too  far  to  tur 
back. 

Business  is  bettin 
that  the  bjp  wall  tur 
pragmatic  if  it  has 
real  crack  at  powei 
They  point  to  BJP-ru 
states  such  as  Gujarat 
where  the  local  government  has  wooe' 
foreign  businesses  such  as  gm,  which  i 
building  an  assembly  plant  for  its  Op( 
Astra  model  there.  GM  India  Managin 
Director  Ron  Nardi  praises  the  BJ 
government  for  paving  45  miles  of  roa 
to  the  plant  and  expediting  the  insta 
lation  of  a  new  telephone  systen 
"They  helped  where  we  needed  help,!/ 
he  says.  As  provocative  as  the  party 
rhetoric  is,  it's  not  clear  that  the  BJ 
has  any  real  alternative  to  some  fori 
of  liberalization.  Even  in  the  best  sc( 
nario,  though,  it's  going  to  be  a  roug 
road  ahead. 

By  Manjeet  Kripalani  in  Bomba 
with  Nicole  Harris  in  Atlanta  an 
Zachary  Schiller  in  Cleveland 
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If  You're  Thinking  of  Investing  Here 


Start  Here 


Announcing 
Schwab  Global  Market  Intelligence! 


mure  considering  mlernalional  investing,  you  need  a 
de  selection  of  international  inx'estmg  vehicles,  mfor- 
ition  technology  and  global  investment  specialists, 
u  need  Schwab  Global  Market  Intelligence. 

Take  advantage  of  a 
wider  world  of  investing. 

At  Schwab,  we  offer 
over  1 70  international 
and  global  mutual 
lunds,  with  an 
excellent  selection 
of  funds  targeted  to 
specific  areas  ol  the 
world  like  the  Pacific 
Rim,  Europe  and  Latin 


SELECTED  WORLD 

STOCK  MARKETS 

verage  annvial  total  return  jor  10  years 

endingDecemher29,1995. 

long  Kong 

23.83% 

)elgium 

20.67% 

weden 

19.43% 

Netherlands 

19.33% 

witzerland 

17.06% 

J.S-.    .  14.82% 

Germany 

10.66% 

iwce:  Mo(;i;aii  Sliinlt'v  LapiUil 

UernationLd 

Global  Investing  Service 

If  you  trade  individual  foreign  equities,  you  can  take 
advantage  of  our  Global  Investing  Service.  We  can  put 
you  in  touch  with  a  dedicated  team  of  brokers  who  are 
international  specialists.  They  can  give  you  the  latest 
international  company  news,  research  and  quotes  on 
foreign  stocks  in  U.S.  dollars.  This  is  the  same  type  of 
information  used  by  large,  institutional  investors. 
You'll  have  access  to  foreign  exchanges  and  accurate 
executions  of  your  international  trades. 

If  you're  considering  international  investing,  we  think 
)'ou'll  agree — your  journey 
should  start  at  Schwab.  / 
r  


lerica.  These  funds  are  from  a  variety  of  well-known 
id  companies,  including  Templeton,  GT  Global, 
lelity,  Scudder  and  Warburg  Pmcus.  Many  of  these  are 
"ough  our  Mutual  Fund  OneSource'  service  and  have 
loads  or  transaction  fees. 

u'll  have  access  to  information  from  a  variety  of 
lependent  news  and  research  resources  from  all 
er  the  world.  You'll  be  able  to  trade  ADRs,  closed- 
d  country  funds,  Canadians  and  most  equities  listed 
foreign  exchanges. 

-•rnational  investing  involves  additional  risk  to  principal,  including  currency  fluctuations,  political  iiisiabilit)'  and  loreign  regulations, 
will  provide  you  with  a  prospectus  containing  more  complete  information,  including  management  fees,  charges  and  expenses,  on  any  fund  we 
ke  available.  Please  review  the  prospectus  carefully  before  investing.  Past  performance  is  no  guarantee  of  future  results  Returns  will  vary  and 
res  may  be  worth  more  or  less  than  original  cost  when  sold. 

wab  receives  remuneration  trom  Mutual  Fund  OneSource  companies.  Schwab  reserves  the  right  to  change  the  funds  we  make  available  without  transaction 
..  Schwab's  standard  transaction  fee  will  be  charged  on  each  redemption  of  fund  shares  bought  with  no  transaction  fee  and  held  lor  90  days  or  less.  Schwab 
:rves  the  right  to  assess  Schwab's  standard  transaction  fees  in  the  future,  should  short-term  trading  become  excessive, 
996  Charles  Schwab  &  Co.,  inc  All  rights  reserved.  Member  SIPC/NYSE,  (5/96) 


I  Free 

I  Information 

i  Offer 

I  Call  Schwab  today  and  we'll  send  you  our 

I  Mutual  Funds  Performance  Guide?'  with 

j  listings  of  over  1,000  mutual  funds,  including 

I  over  1 70  mternatumal  and  global  funds. 

I  1-800-435-9258 

I  http://www.schwab.com 

Your  Source  for  Global  Investing. 


Charles  Schwab 
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JIANG  ZEMIN, 

UP  CLOSE  AND  PERSONAL 


Holding  court  at  the  Great  Hall  of  the  People  in  Beijing, 
Pi'esident  Jiang  Zemin  comes  across  as  genial  and  avun- 
cular. He  shakes  hands  and  poses  for  a  photo  with  each 
visitor.  This  is  supposed  to  be  a  courtesy  call,  nothing  more, 
by  a  small  business  week  gToup.  But,  in  a  smprise,  Jiang  ca- 
sually launches  into  a  candid  half-hour  talk  about  the  fine  line 
he  has  to  walk  as  China's  head  of  state. 

While  many  perceive  Chinese  leaders  to  be  hard-line  and 
doctiinaii'e,  Jiang,  69,  doesn't  seem  that  way  in  person.  He's  re- 
laxed, even  self-effacing.  He  also  has  a  confident 
manner  that  goes  against  the  outside  perception 
that  his  giip  on  power  is  shaky.  As  Deng  Xiao- 
ping's  handpicked  successor,  Jiang's  big  chal- 
lenge is  to  preserve  social  stability  at  a  time  of 
enonnous  economic  change.  He  also  has  to  main- 
tain support  of  key  constituencies,  especially 
the  military,  and  this  may  be  contributing  to 
China's  hard  line  on  Taiwan  and  other  issues. 

But  Jiang  doesn't  act  like  a  man  who  is  wor- 
ried about  his  position.  He  even  takes  a  swipe 
at  Premier'  Li  Peng,  saying  the  Premier  had 
"to  criticize  himself"  for  allowing  inflation  to 
rise  above  20%  in  1994,  rather  than  the  10%-  he 
had  predicted.  Jiang  also  scolds  CMnese  leaders 
for  spending  too  much  time  partying  and  not 
enough  on  serious  pursuits. 
COMPETING  INTERESTS.  As  Jiang  holds  forth,  a 
portrait  of  Chinese  society  as  a  welter  of  com- 
peting  interest  groups  emerges.  All  are  lobbying  the  Presi- 
dent for  resources  and  backing.  His  toughest  challenge,  he 
says,  is  running  a  country  with  regions  that  have  vastly  dif- 
ferent rates  of  gi'owth.  Because  he  must  juggle  the  competing 
interests  of  rich  and  poor  provinces  alike,  Jiang  says,  "I 
have  to  wear  a  consei-vative  hat  always." 

One  of  Jiang's  big  concerns  is  inflation  and  the  social  insta- 
bility it  could  bring.  He  makes  clear  that  he  would  be  willing 
to  bring  economic  gi'owih  below  the  government's  8%  target 


JIANG:  WalkhiQ  a  fine  line 


!  in  1996  to  keep  inflation  down.  But  he  predicts  that  gi'ovrth 
will  "very  likely"  exceed  that.  Still,  with  inflation  running 
only  7.7%,  he  says,  "This  year,  the  Premier  does  not  have  to 
criticize  himself  because  we  got  good  results." 

As  head  of  state,  Jiang  has  to  be  particularly  careful  about 
appearing  to  favor  his  native  Shanghai,  China's  business  cap- 
ital, over  other  cities  and  regions.  But,  while  discussing  the 
problem  of  overemployment  at  state  factories,  he  seems  to  re- 
veal a  bias  toward  his  hometowTi.  He  compares  the  outmod- 
ed Anshan  Iron  &  Steel  plant  in  the  north- 
east, which  has  520,000  workers,  to  Shanghai's 
modern  Baoshan  plant,  which  employs  just 
oO,000.  Both,  he  says,  "produce  the  same 
amount  of  steel  each  year" — but  Shanghai,  ob- 
viously, is  vastly  more  efficient. 
CULTURAL  VOID.  He  uses  the  case  of  Anshan  to 
show  just  how  difficult  it  is  to  modernize  the 
economy.  Local  resistance  there  to  dovrasizing 
this  outmoded  plant  is  intense.  "Leaders  in 
the  municipal  government  and  in  the  public- 
security  bureau  are  against  streamlining"  the 
workforce,  Jiang  says,  because  they  don't  want 
unemployment  problems. 

Wlien  he's  not  worrying  about  inflation  and 
jobs,  Jiang  says,  he  occupies  liimself  with  ti'jing 
to  fill  the  cultural  void  that  has  been  created  by 
the  near-death  of  communist  ideology.  Many  of 
today's  leaders,  he  believes,  lack  the  gi"and  per 
spective  of  men  such  as  Mao  Zedong  and  Deng  Xiaoping. 

He  says  he  is  now  studying  "histoiy  to  make  up  for  my 
lack  of  knowiedge" — an  example  he  lu'ges  on  others.  "I  always 
say  to  our  ministers:  'Go  less  to  karaoke  and  learn  more 
liistoiy  and  literature.' "  Citing  Confiicius,  Jiang  adds:  "Learn- 
ing makes  people  understand  how  ignorant  they  are."  Then, 
after  Jiang  says  "good-bye"  in  English,  the  visitors  depart, 
but  with  a  more  human  impression  of  China's  top  leader. 

By  Joyce  Barnathan  in  Beijing 


GLOBAL  WRAPUP 


ZEDILLO'S  EXPORT  PLAN 

►  In  its  latest  effort  to  revive  Mexico's 
moribund  economy,  the  government 
has  unveiled  a  program  to  help  small 
and  medium-size  companies.  The 
government  wants  to  make  Mexico's 
smaller  businesses  more  competitive 
by  improving  access  to  finance, 
training,  and  technology.  The  plan  also 
pushes  exports,  the  economy's  one 
bright  spot.  Mexican  exports  gi'ew  at  a 
31%  chp  last  year  and  17%  in  the  fii'st 
quarter  of  1996.  One  idea  is  to  boost 
the  local  content  of  the  maqu  iladora 


plants  on  the  U.  S.  border  by  spurring 
production  of  components  in  Mexico. 
Another  is  to  encourage  domestically 
oriented  industries  such  as  shoes  to 
export. 

The  policy  represents  a  break  from 
the  past  two  presidents,  who  thought 
that  uncompetitive  companies  should 
be  allow^ed  to  fail — and  thousands 
have  succumbed  to  import  competi- 
tion. But  Mexico's  President  Ernesto 
Zediflo  Ponce  de  Leon  has  come  un- 
der increasing  pressure  to  help  small 
business,  which  employs  some  75%  of 
Mexico's  36  million  workforce.  Zedillo 


sees  small  business  as  the  best  hope 
for  creating  new  jobs. 

Because  Mexico  is  still  strapped 
for  funds,  not  much  new  money  is 
going  into  the  program.  Instead,  the 
government  will  focus  on  making  a 
patchwork  of  existing  export-promo- 
tion and  training  progi'ams  more  effi- 
cient. Skeptics,  including  some  busi- 
ness leaders,  wonder  whether  the 
government  could  do  m.ore  to  boost 
exports  by  keeping  the  peso  cheap, 
rather  than  launching  another  govern- 
ment plan. 

By  Elisabeth  Malkin  in  Mexico  City 
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BREITLING 


1884 


CHRONOMAT 

At  a  time  when  instruments  routinely  monitor 
tlight  data  at  Mach  2  miles  above  the  earth, 
why  continue  improving  mechanical 
chronographs?  Precisely  because  there's  more 
to  time  than  technology!  Just  ask  Breitlinc, 
the  world's  leading  maker  of  time 
instruments  for  aviation  professionals.  Its 
intricately  beautiful  movements  and  lovingly 
hand-polished  watchcases  put  technological 
progress  in  a  broader,  more  rewarding 
perspective. 

Like  the  Concorde,  the  world's  first  supersonic 
airliner  but  surely  not  the  last,  Breitling's 
Chronomat  draws  time  and  space  ever  closer  - 
with  both  aesthetic  excellence  and 
outstanding  technical  performance. 


Seltwmding  iiu'chanical  chronograph 
calibrated  to  '/^tli  of  a  second. 

^'(1-minute  and  12-hour  totalizers. 

Power  reserve  in  excess  of  42  hours. 

Easy-to-read  calendar. 

Ratcheted,  unidirectional  rotating  bezel  with 


Case  water-resistant  to  100m  (330ft)  with 
glareproofed  cambered  sappliire  crystal; 
screw-locked  crown  and  case  back. 

Steel,  two-tone  finish  with  18K  gold  tabs,  steel 
and  18K  gold  bezel;  choice  of  yellow  or  white 
18K  gold. 

Available  with  three  types  of  leather  strap  and 
choice  of  tang-type  buckle  or  folding  clasp,  or 
else  with  a  PiLOl  or  Rouleaux  bracelet. 


AUTHORI7FD  BliKfTUNG  AGENT: 


BACF£ND0RF'S 


Diamond  Importers  and  Jewelry  Manufacturers 

Dalus,  Galleria  Level  I  2l4/3<)2-9Q00        Prestontood  Tow  Center  214/980-4667 
State  National  Plua,  El  Paso  915/545-1556 


NSTRUMENTS      FOR  PROFESSIONALS 


YOUR  BIGGEST  GLOBAL  RISK  MAY  BE 

USING  AN  INSURER  WITHOUT  THE 
FINANCIAL  STRENGTH  AND  INTEGRATED 
GLOBAL  CAPABILITIES  OF  AIG. 


Quite  simply,  if  you  're  a  global  company,  you  face  a  variety  of  changing  fmancial 
exposures.  You  need  a  fmancial  partner  that  not  only  understands  complex  risks, 
but  can  also  provide  a  variety  of  insurance  and  fmancial  solutions.  Not  to  mention 
the  size,  strength  and  stability  to  be  there  for  the  long  term.  Enter  AIG  -  with 
unparalleled  global  capabilities  backed  by  extraordinary  financial  strength. 

What  AIG  offers  is  expertise  not  only  in  insurance,  but  also  in  managing  and 
integrating  total  marketplace  risk.  By  combining  traditional  insurance  with 
sophisticated  financial  solutions,  we  create  unique  consolidated  risk  financing 
programs,  including  large-limit  multiyear  packages  with  flexible  terms  and  limits. 

And  who  better  to  meet  your  local  needs  than  someone  who's  there? 
With  offices  in  130  countries  and  jurisdictions  th  roughout  the  world,  we  have  an 
unmatched  knowledge  of  local  conditions  and  regulations.  These  resources  deepen 
our  own  on-the-ground  financial  structuring,  engineering  and  claims  capabilities. 

To  underscore  that  we  can  handle  all  your  needs,  we've  even  created  a 
specialized  division,  AIG  Global  Risk.  Only  AIG  could  bring  together  this  seamless 
unit  to  provide  integrated  risk  management  solutions.  Access  is  just  a  call  away. 

And  we  back  it  all  up  with  an  impeccable  balance  sheet.  Triple-A  ratings, 
capital  funds  of  nearly  $20  billion,  and  net  loss  reserves  approaching  $20  billion. 

So  we'll  be  there  whenever  and  wherever  you  need  us.  Because  no  one  else  can. 

For  more  information  please  call  Tobey  J.  Russ  at  (212)  770-7898. 
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Developments  to  Watch 


>ITED  BY  NEIL  GROSS 


rHE  NEXT  SOLAR-POWERED  PLANT 


PLANTS  ARE  MARVELOUSLY 

efficient  solar-powered  fac- 
tories that  convert  carbon 
dioxide  to  cellulose.  Chemi- 
:;al  engineers  have  long 
wished  they  could  adapt 
:his  process  to  synthesize 
3ther  chemicals  without 
burning  fuel.  Now,  Mark  E. 
rhompson,  associate  profes- 
sor of  chemistry  at  the  Uni- 
i^ersity  of  Southern  Califor- 
nia, says  he's  taken  the  first 


step:  the  creation  of  a  solar 
"chemophyll,"  modeled  on 
chlorophyll  in  plants. 

Though  it  converts  sun- 
light to  energy,  Thompson's 
chemophyll  bears  little  simi- 
larity to  conventional  solar 
cells.  It  consists  of  two  thin 
layers  of  organic  compounds 
on  an  ultrathin  gold  sheet. 
The  inner  layer  functions  as 
an  electron  donor  and  the 
outer  as  an  acceptor.  When 


J 


light  strikes  the  outer  sur- 
face, electrons  flow  between 
the  layers,  establishing  a 
current.  Unhke  sihcon  cells, 
the  chemophyll  works  in 


electrolyte  solutions 
conducive  to  chemical 
reactions. 

The  chemophyll  pro- 
duces less  power  than 
a  typical  silicon  device. 
But  with  better  materi- 
als, Thompson  hopes  to 
achieve  higher  volt- 
ages. This  could  lead  to 
cells  that  act  as  catalysts  to 
assist  the  conversion  of  CO., 
to  methane,  or  to  separate 
clean-buming  hydrogen 
from  oxygen  in  sea  water.  □ 


ENE  THERAPY: 
EWHOPE 
tR  BIVALVES 

,NE  THERAPY  HASN't  CURED 

y  human  ailments.  But  it 
ly  offer  a  way  to  immunize 
sters,  clams,  and  mussels 
:ainst  such  viruses  as 
patitis  A,  which  can  be 
ssed  to  humans.  Molecular 
alogists  Thomas  Chen  of 
e  University  of  Connecti- 
t  and  Jane  Burns  at  the 
liversity  of  California,  San 
ego,  have  tailored  a  retro- 
rus  to  carry  immunizing 
nes  into  shellfish. 
In  an  experiment  described 
the  Apr.  16  issue  of  the 
•oceedings  of  the  National 
■ademy  of  Sciences^  the  sci- 
ti.sts  altered  the  protein 
ating  of  a  retrovirus  that 
pically  infects  only  mam- 


mals, enabling  it  to  attach  to 
receptors  on  fish  cells.  Next, 
they  loaded  the  retrovirus 
with  a  test  gene  and  injected 
it  into  surf  clams.  The  gene 
was  picked  up  by  the  clams' 
DNA  and  passed  on  to  their 
offspring,  becoming  a  perma- 


IT'S  A  HARD.  HARD  ROAD 

CONCRETE  TAKES  SO  LONG  TO  HARDEN  COM- 

3letely — 28  days,  for  a  standard  formu- 
a — that  road-repair  crews  tend  to  fall 
Dack  on  less  durable  patching  materials. 
Mew  Jersey's  Transportation  Dept.  want- 
;d  concrete  that  could  be  poured  after  the 
jvening  rush  hour  and  be  ready  by  the 
lext  morning.  So  it  challenged  suppliers. 

The  winner:  Sika  Corp.,  the  Lyndhui'st 
N.J.)-based  U.  S.  arm  of  Sika  A(3,  in 
Zurich.  Its  mixture,  Sika  Rapid,  hardens 


nent  part  of  their  genetic 
code.  In  principle,  genes  al- 
tered to  confer  disease  resis- 
tance could  be  transfeiTed  by 
similar  means.  Roy  Martin, 
vice-president  of  the  National 
Fisheries  Institute  in  Ai'ling- 
ton,  Va.,  thinks  certified  dis- 
ease-free shellfish  would  ap- 
peal to  many  consumers. 
Gene  transfers 
could  benefit  Ameri- 
ca's $300  million 
sheUfish  industiy  in 
other  ways,  too.  A 
trout  grovd^h  hor- 
mone boosts  shell- 
fish growth  by 
50%,  Chen  says.  The 
gene  that  encodes  the 
hormone  is  a  research 
target  for  Pangenix,  a 
San  Diego  biotech  com- 
pany that  hcensed  the  dehv- 
ery  technique  from  the  two 
universities.  David  Graham 


concrete  made  from  standard  cement  so 
quickly  that  it  can  support  normal  traffic 
in  six  houi's.  That  means  it  can  withstand 
a  compressive  force  of  2,500  to  3,000 
pounds  per  square  inch  and  a  flexing 
strength  of  300  to  350  PSL  And  it  keeps 
hardening  after  that. 

The  Swiss  foiTOula  was  tested  vrith  the 
New  Jersey  Institute  of  Technology,  Rut- 
gers University,  cement  supplier  Essroc  of 
Nazareth,  Pa.,  and  Redy-Mixt  Konkcrete 
of  Woodbury,  N.J.  It's  being  road-tested 
this  spring.  Peter  Coy 


m  The  battle  is  on  for  the 
hearts  and  minds  of  fi'ustrat- 
ed  PC  users.  On  May  1,  a  San 
Jose,  Calif.,  startup  called 
TuneUp.com  amiounced  plans 
for  a  PC  sei*vice  center  on  the 
Worid  Wide  Web.  For  $3.95  a 
month,  TlmeUp  will  scan  sub- 
scribers' computei's  for  virus- 
es, update  their  printei-  driv- 
ers, and  connect  them  via 
E-mail  to  industry  experts. 
And  CMP  Publications,  a  New 
York  publisher  of  technolo- 
gy trade  magazines,  has 
launched  TechHelper,  a  Web 
site  that  pulls  together  on- 
line help  applications  from 
thousands  of  eciuipment  and 
software  vendors  free  of 
charge. 

li  Chilly  hospital  rooms  don't 
do  patients  any  good,  accord- 
ing to  a  report  in  the  May  9 
issue  of  The  New  England 
Journal  of  Medicine.  Study- 
ing 200  colon  sm-gety  patients 
in  three  Austrian  hospitals, 
the  authors  found  that  19% 
of  patients  treated  in  cold 
rooms  (average  body  temper- 
ature: 94.5F)  suffered  surgi- 
cal-woimd  infection,  compared 
with  just  6%  of  patients 
whose  body  temperatures 
were  maintained  at  98F. 
Wliile  cold  may  inhibit  genns, 
the  authoi's  concluded,  warm 
patients  launch  more  effec- 
tive immune  responses. 


FOR  FURTHER  INFORMATION:  Go  to  Business  Week  Online  at  America  Online  or  E-mail  dtwmay@businessweek.com 


BUSINESS  WEEK  /  MAY  20,  1996  61 


k 


Science  &  Technology 


ENERGY 


HOnER  NUKES 
FOR  COOLER  RATES? 

Utilities  want  regulators  to  let  them  push  the  envelope 


K' 


^ai'en  F.  Cornwell  drives  a  1966 
Mustang  with  380,000  miles  on  it 
and  insists  that,  with  proper 
Lmaintenance,  "the  car  will  last  as 
long  as  I  want  it  to."  She  feels  the  same 
way  about  nuclear  power  plants.  As 
manager  of  plant-upgTade  projects  for 
General  Electric  Co.,  Cornwell  says 
some  nuclear  reactors  could  safely  i*un 
longer  and  hotter  than  permitted  in 
their  original  licenses.  She  is 
helping  utilities  ask  the  Nu- 
clear Regulatory  Commission 
(NRC)  for  permission  to  turn 
up  the  heat  and  extend  reactor 
lifetimes.  If  she  succeeds,  the 
result  could  be  a  boost  for  the 
utilities,  a  small  reduction  in 
certain  electricity  rates,  and — 
ci'itics  charge — an  increase  in 
the  risk  of  nuclear  accidents. 

With  competition  increasing 
among  electric  utilities,  com- 
{lanies  are  eager*  to  exti"act  the 
maximum  from  their  high-co- 
nuclear  plants.  A  1994  repm  : 
from  the  Edison  Electric  lii 
stitute  concluded  that  as  ni 
January,  1993,  only  25%  n.' 
U.  S.  nuclear  plants  producei  1 
power  more  cheaply  than  gen- 
erators powered  by  natural 
gas,  coal,  and  other  energy 
sources.  Yet  utilities  are  reluc- 
tant to  shut  down  their  nukes, 
partly  because  shareholders 
don't  want  to  take  a  huge  hit 
against  earnings  for  writing 
down  the  assets  jji-ematurely. 
TASTE  FOR  POWER.  Since  shut- 
down is  an  unattractive  option, 
many  utilities  hope  to  make 
the  best  of  a  bad  situation  by 
squeezing  more  electricity  out 
of  the  plants.  Turning  up  the 
rate  of  nuclear  fission  gener- 
ates more  electricity  with  only 
a  small  increase  in  the  expen- 
diture of  uranium  fuel — and 
perhaps  some  investment  in 
new  equipment.  Running  the 
plants  for  up  to  20  years  past 


their  originally  licensed  40-year  life 
spans  also  improves  their  economics. 

Utilities  already  are  challenging  the 
power  limitations.  As  early  as  June,  the 
NRC  may  receive  an  application  from 
one  GE  customer.  Northern  States  Pow- 
er Co.,  to  raise  the  thermal   

output  of  its  2.5-year-old  Mon-  LIMERICK 


The 


ticello  (Minn.)  nuclear  plant  by  plant  is  riiuning 
6.3%  above  its  designed  maxi-  at  its  limit 


Turning  Up  the  Power 


Some  of  the  utilities  that  are  running  their  nuclear 
plants  hotter  to  produce  more  electricity 


PLANT 

INCREASE  OVER  NRC 
LEAD  OWNER               ORIGINAL  CAPACITY  APPROVAL 

LIMERICK 

Pottstown,  Pa. 

PECO  Energy     ;  5% 

1995, 
1996 

NINE  MILE  POINT  2  Niagara  Mohawk  4% 
Oswego,  N.Y.  Power 

1995 

HATCH 

Baxley,  Ga. 

Georgia  Power 

5% 

1995 

BRUNSWICK 

Southport,  N.C. 

Carolina  Power 
&  Light 

5% 

Pending 

TURKEY  POINT 

Homestead,  Fla. 

Florida  Power 
&  Light 

4.5% 

Pending 

DATA  NUCLEAR  REGULATORY  COMMISSION,  COMPANY  REPORTS 


mum  of  1,670  megawatts. 
Since  Monticello  was  built  be- 
fore many  of  today's  costly 
safeguards  were  required,  it 
already  is  producing  electricity 
relatively  inexpensively.  The 
"uprating"  would  make  its  out- 
put even  cheaper,  helping  hold  down 
NSP's  electricity  rates.  The  Minneapohs 
utility  is  optimistic  about  its  request 
for  an  increase:  In  preparation  for  ap- 
proval, it  has  replaced  one  turbine  and 
most  of  another  with  higher-capacity 
units. 

The  NRC  has  looked  favorably  on  a 
more  modest  form  of  power  increase. 
In  this  one,  plants  that  originally  were 
licensed  to  operate  at  less  than  their 
design  capacity  are  permitted  to  raise 
thei'mal  output  to  the  design  limit.  Such 

  increases,  usually  5%  or  less, 

have  been  gTanted  to  36  of  the 
nation's  110  reactors,  with 
more  pending  (table). 

But  Northern  States'  re- 
quest will  mai'k  tlie  first  time  a 
utility  has  sought  an  increase 
for  a  plant  already  operating 
at  its  limit.  If  the  request  is 
approved,  it  likely  will  trigger 
others,  ge  is  helping  thi-ee  oth- 
er utilities  prepare  studies  to 
justify  producing  heat  beyond 
their  design  limits.  Westing- 
house  Electric  Corp.  also  is 
working  with  customers  that 
want  to  extend  the  bounds. 
Says  Cornwell:  "They  got  their 
ftrst  taste  of  additional  power, 
and  they  want  more." 
ANTIQUE.  So  far,  fewer  utilities 
have  expressed  interest  in  ex- 
trnding  licenses  beyond  40 
years.  Ti-ue,  it  would  add  time 
in  which  to  earn  back  the  ini- 
tial plant  investment.  But  re- 
placing parts  in  geriatric  plants 
could  get  prohibitively  expen- 
sive. And  unlike  a  vintage 
Mustang,  there's  nothing 
charming  about  an  antique  nu- 
clear power  plant.  Even  Balti- 
more Gas  &  Electric  Co.,  the 
utility  that  has  done  the  most 
work  toward  a  possible  license 
renewal  I'equest,  has  "yet  tc 
decide  if  it's  the  right  thing,' 
says  Barth  W.  Doroshuk 
bc&e's  principal  engineer  foi 
life-cycle  management. 

Northern  States  considered 
seeking  an  extra  20-year  lease 
on  life  for  Monticello  befon 
backing  off  and  pursuing  ar 
uprating  instead.  But  ge 
Cornwell  says  the  two  options^, 


'Our 
rang. 
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GoldStar 

The  future  is  making  sense 

I" 

'Our  commitment  to  innovation  will  ensure  we  remain  at  the  forefront  of  technology  with  a 
range  of  sophisticated  audio  and  visual  equipment,  now  and  Into  the  future.  "  Hear!  Hear! 

Semiconductors  'Computers  *  Office  Automation  'Multimedia  *  Advanced  Audio/Visual  Equipment  '  Home  Appliances 


It  Has  Leather  In  Places  Luxuf 


In  the  first  j^lace,  the  all-nexv  Chrysler  Tnxvn  &  Country  LXi 
has  ciiJ,hi'Xvay  I'inver  front  seats  that  are  trimmed  in  leather.  Both 
served  hy  standard  air  etmditumm(<^  and  dual-zone  temf^eratitre  controLs, 

with  which  driver  and  front  passenger  can   

establish  individual  interior  cliynate  zones.  IntYoducing  The  AR-NeW 

The  driver's  seat  will  rememher  tivo  drivers'         OxTyslcT  Totf  Tl  &  CoiATltTy         Trimmed  in  leather,  of  course.  This  her 


And  to  further  coddle  these  seats'  occupants,  airflow  comfort  cone, 
are  readily  at  hand. 

In  the  third  place  (note  that  the  ai'erai^e  luxury  car  ran  out 

  places  sometime  in  the  previous  paragra^  I] 

is  a  new  comfort-engineered  bench  sec  aJiK,, 


favorite  positions.  Well  within  ann's  length 
are  power  windows,  door  lock'-,  and  exterior  minors  (also  with  memory) 
as  well  as  a  siandiird  AM/FM/(  dJ/cassette  and  ten-speaker  Infinity 
Acoustic  10'"  sound  system. 

In  the  SL'cntii/ pLice,  Quad  ( '.ommand  bucket  seats  are  standard. 
Trimmed  in  leather.  With  armrests,  head  restraints  and  recliner  hacks. 
Their  hacks  fold  foru  ird,  too,  to  serve  as  tables  (with  cup  holders). 


seat  is  also  one  of  our  new  industry-excli  IfrJ",; 
Easy  Out  Roller  Seats'.^'  h  can  he  easily  raised  up  on  wheels  and  m  IslQijv 
into  a  choice  of  positions,  or  rolled  back,  lifted  out  and  rolled  awa 
<i/tn,qetfier  to  make  room  for  more  cargo. 

The  sum  of  these  places  is  a  luxury  xiehicle  with  passenger  spi  tfj, 
unrivaled  hy  any  luxury  ear  short  of  a  limousine.  And  with  tlie  se(\ 
removed,  more  cargo  space  than  any  other  minivan 


'.(uiA's  uviir  \i.ur  sail  Ivh.  '    ■.cbuk's  sKiistra')!  ,i,'l«-ss  Injmits  Alhiimil  10' '  is  a  rcfiisic'ivJ  tnklanurk  ii\  lufmily  Siniml  Sysiejiis. 


bill 


ARS  Don't  Even  Have  Places 


Yet  one  thing  we  did  not  look  upon  as  a  htxury,  nor  limit  to 
your  safety.  So  Town  &  Country's  standard  safety 
es  include  four-wheel  ABS,  dual  front  air 
dynamic  side-impact  protection,  four 
■adjustable  outboard  shoulder  -^^^ 
\ses  and  more .  Indeed , 
ler  Town  &  Country  LXi 
s  1998  federal  passenger 
ety  standards' 
The  luxurious  all-new  J  996 
er  Town  &  Country  LXi.  Anyplace  you 
,  it  is,  quite  simply,  the  ultimate  minivan. 
800-4'A'CHRYSLER  for  more  mfmnation 


\  Chrysler  Town  &  Country 

The  Ultimate 


People 


can  go  hand  in  hand,  because  ninning  a 
plant  beyond  40  years  would  help  utili- 
ties recover  equipment  costs  associated 
with  a  power  increase. 

How  safe  is  it  to  turn  up  the  heat  in 
a  nuclear  reactor?  It's  hard  to  know  for 
sure.  Higher  temperatures  and  pres- 
sures place  more  strain  on  a  plant  and 
comphcate  matters  in  case  of  an  acci- 
dent. If  coolant  is  lost  and  emergency 
cooling  water  can't  be  pumped  in  quick- 
ly enough,  the  cladding  materials  ai'ound 
the  fuel  rods  could  become  too  hot  and 
crack,  spilling  radioactive  substances. 
Or  if  the  tui'bine  suddenly  stops,  halting 
the  flow  of  steam,  safety  valves  need 
to  open  promptly  to  avoid  a  huge  surge 
of  pressiu'e  in  the  core  that  could  spring 
a  leak  in  the  coohng  system. 
SHORTCUTS.  The  power  increases  wony 
James  P.  Riccio,  a  lawyer  for  Public  Cit- 
izen's Critical  Mass  Energy  Project,  a 
Ralph  Nader  organization.  He  says  they 
come  at  a  time  when  utilities  are  tempt- 
ed to  take  shortcuts  on  safety  because 
of  cost  pressures  and  deregulation.  He 
notes,  for  example,  that  the  NKC  has 
shortened  by  40%  the  list  of  operating 
limits  that,  if  exceeded,  force  a  plant  to 
shut  down.  Says  Riccio:  "The  concept 
is  supposed  to  be  'defense  in  depth.' 
They've  shrunk  the  safety  barrier  on 
both  ends." 

GE,  Westinghouse,  and  the  utihties 
all  say  that  such  critical  items  as  pumps 
and  valves  were  designed  more  conser- 
vatively than  necessary,  so  there's  plen- 
ty of  room  to  operate  at  higher  tem- 
peratures and  pressures.  Says  Steven 
J.  Hammer,  superintendent  of  turbine 
system  engineering  at  Monticello:  "De- 
sign numbers  are  somewhat  arbitrary 
number's.  We  are  showing  (the  nkc]  that 
we  have  acceptable  mar\gins." 

The  NRC,  meanwhile,  says  that  de- 
tailed computer  simulations  and  ad- 
vances in  the  science  of  risk  manage- 
ment make  it  possible  to  par-e  back 
regulations  and  still  be  confident  that 
an  accej)table  safety  margin  remains  af- 
ter a  power-  increase.  And  utilities  are 
running  their-  nuclear  plants  mor'e  safe- 
ly and  efSeiently.  The  metlian  U.  S.  plant 
generated  82.6%  of  its  potential  elec- 
tricity in  19!).5,  up  from  just  ()2.7%'  in 
1980,  according  to  the  Institute  of  Nu- 
clear Power-  Oper-ations. 

Still,  in  something  as  complex  as  a 
nuclear  plant,  it's  never  possible  to  be 
sure  an  accident  won't  happen  when  the 
heat  is  turned  up.  Says  Gary  M.  Hola- 
han,  NRC  dir-ector  of  systems,  safety, 
and  analysis:  "It's  fair  to  say  that,  in 
general,  we're  getting  to  the  more  diffi- 
cult cases."  For  r-egulatoi-s,  tlie  issue 
comes  down  to  this:  a  certain  inci-ease  in 
cheap  megawatts  vs.  a  best-estimate  in- 
crease in  risk. 

By  Peter  Coy  in  New  York 
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UNDER  THE  GUN 
AT  DAYTON  HUDSON 

Linda  Ahlers  must  revamp  the  department  stores-fast 


Wlien  Linda  Alrler-s  was  iiamec 
head  of  har-d  goods  at  Dayton 
Hudson  Corp.'s  fast-growing 
Tar-get  Stor-es  division  in  1993, 
she  sur-veyed  her  domain  and  made  a 
command  decision.  The  pink-handled 
tools  had  to  go.  The  idea  was  gr-eat — 
hammer-s  and  screwdr-iver-s  with  han- 
dles that  fit  a  woman's  hand.  "But  pink 
was  going  too  far,"  says  Ahlers.  The 
women's  tools  stayed,  but  the  Pepto- 
Bismol  gr-ips  wer-e  history,  r-eplaced  by 
str-ong  colors  such  as  r*ed  and  blue.  The 
upshot:  a  double-digit  incr-ease  in  the 
sales  of  the  tools. 

Ahlers  is  going  to  need  that  keen 
mei-chandising  sense  as  she  plunges  into 
her  biggest  job  yet.  In  March,  the  45- 
year--old  Ahler-s  was  named  pr-esident  of 
Dayton  Hudson's  lagging  $3.2  billion  de- 
par-tment  stor-e  division.  Her-  marching 
or-der-s:  Pump  up  sales  and  profits  fast. 
That  would  be  a  tall  order-  even  for  a 
dei)ar-tment  store  veter-an,  but  Ahlers 
has  spent  the  past  19  years  in  the  dis- 
count stor-e  arena,  wher-e  pr-ice  matter's 
mor-e  than  what  designer's  are  showing 
on  Seventh  Avenue.  She  isn't  fazed. 
"The  core  elements  of  successful  r-etail- 


A  'TARGET  BOV 

Ahlers  has 
19  years  of 
discount  store 
experience 


mg  are 


same. 


she  says 

She'd  better  be 
right,  because  she 
doesn't  have  the  lux- 
ur-y  of  a  long  learn- 
ing cur-ve.  For-  two  years.  Wall  Str-eet 
has  been  calling  for  Minneapohs-based 
Dayton  Hudson  to  sell  off  its  64  upscale 
Midwest  depar-tment  stores — including 
the  Mar-shall  Field's,  Dayton's,  and  Hud- 
son's chains — to  fund  faster  gr-owth  at 
discounter-  Target,  where  sales  and  prof- 
its have  been  booming. 

The  pr-essur-e  continues  to  build:  In 
Apr-il,  J.  C.  Penney  Co.  confir-med  it  had 
made  a  $6.8  billion  offer  for-  all  of  Dayton 
Hudson  in  P>br-uary  but  had  been  re- 
jected. The  move  was  seen  as  a  sign  of 
how  under-valued  the  company  is.  "When 
someone  lobs  a  takeover-  bid  acr-oss  your 
transom,  and  the  offer  is  coming  from 
one  of  the  most  conservative  corpora- 
tions in  the  countr-y,  it  r-eally  gets  your 
attention,"  says  Sanfor-d  C.  Ber-nstein  & 
Co.  analyst  David  A.  Poneman. 

Ahlers'  boss  and  mentor,  Dayton 
Hudson  Chair-man  Robert  J.  Ulr-ich — 
who  built  Target  into  a  powerhouse — is 
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Use  your  PC  to  gain  control 


over  five  hundred  airlines, 


thirty  thousand  hotels 


and  fifty  rental  car  companies. 


r 


''l  And  receive  500  free  miles  every  time. 


.  1 

ADD  FLIGHT 

ADD  CAR 

ADD  HiJTEL 

Now  you  can  take  control  over  all  your  travel,  and  get  free 
bonus  miles  for  doing  it.  Thanks  to  United  Connection'"  software, 
you  can  use  your  PC  and  modem  to  make  your  own  plane,  hotel  and  car  reservations  worldw  ide.  And  lor 
every  round-trip  you  hook  with  United  Connection  and  complete  on  United  hv  December  31, 1996.  we' 
give  you  500  free  miles.  That  s  right  -  500  free  miles  for  every  round-trip. 

Call  this  numl)er  now  to  purchase  vour  United  Connection  software.  And  take  control. 


1800  4385115 

(uul  order  vour  hnUed  Conneclion  softicdrc 


UNITED  CONNECTION 


IBM  &  compatibles  only. 


TLJ\ 


A  Lot  Of  Computers  Claim  To 
Be  The  Best.  This  One  Sends  You  Its 
Health  Records  To  Prove  It. 
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Device  Softw4 


The  biggest  headaches  always  seem  to  come  w  ithout  warning.  Well, 
that's  no  longer  the  case  when  it  comes  to  managina  the  desktops  on  your 
network.  Thanks  to  Intelligent  Manageability,  found  only  on  the  Compaq 


desktops  on  a  complex  network.  The  Compaq  Dcskpro  constantly  keeps 


The  C  ompcicj  Dcskpro. 

Wnb  Inlclligcnl  Afanai^ciibilil\.  nc'ic  raolu- 
Uuni/ed  the  HJi  \ou  manogc  unj  support  \our 
desktops  on  J  nt'IiutrA'  /f  rai\c\  \our  control  to 
an  unprecedented  level. 


you  informed  of  its  vital  si^ns.  So  before  something  jjoes  wrong,  you 
know  about  it.  And  even  better,  you're  prepared. 

By  taking  full  advantage  of  the  broadest  range  of  management  tools,  we've  redefined  the  meaning 
of  control.  And  know  ledge.  Now,  status  reptjrts  are  retrievable  right  from  the  desk  of  the  administrator, 
allowing  you  to  manage  your  entire  PC  imentory  from  a  single  location.  And  our  commitment  to  open 
standards  has  driven  us  to  develop  the  widest  range  of  industry  partners,  making  Intelligent  Manageability 
easy  to  integrate  into  any  network. 

More  importantly,  you'll  be  alerted  to  potential  problems — before  they  become  real  problems.  Hard 
drive  failure  is  no  longer  life-threatening.  Quite  literally,  the  Deskprcj  monitors  its  internal  temperature 
while  the  IntelliSafe  hard  drive  conducts  its  own  diagnostics,  forewarning  you  of  potential  failure.  And  as  a 
preventative  measure,  critical  data  is  automatically  safeguarded  on  a  backup  tape.  All  this  gives  you  ample 
time  to  replace  parts  at  no  expense  under  our  Pre-Failure  Warranty.'  We've  even  got  a  range  of  features 
that  protect  your  data  and  components — just  in  case  anyone  without  authorization  tries  to  get  hold  of  them. 

Easy  to  inventory.  Easy  to  maintain.  Easy  to  protect.  Intelligent  Manageability  offers  the  best 
desktop  management  solution  in  the  industry  and  raises  your  control  to  an  unprecedented  level.  The 
Compaq  Deskpro.  After  all,  it's  a  computer  that  constantly  checks  its  own  pulse.  (^^J§^Jf^^\^J_ 

Has   It   Changed   Your   Life  Yet? 


€'1996  Compaq  Computer  Corporation  All  rights  rt-scrvcd.  Compaq  and  Deskpro  registered  U.S  Patent  and  Trademark  Office,  '\s  with  all  Compaq  PCs,  Dcskpro  is  covered  by  our  3-yt.*ar  limited  warranty.  Some 
features  avadaliie  v\ilh  Compaq  Deskpro  and  independent  software  applications,  Other  features  only  available  with  Windows  95,  The  Intel  Inside  logo  and  Pentium  are  registered  trademarks  ol  Intel  Corporation  in 
the  U,S.  and  other  countries.  For  more  on  our  full  line  ol  Compaq  desktop  PCs,  tall  us  at  1-800-H5-ISI8  or  reach  us  on  the  Web  at  www.compaq.tom.  In  Canada,  we  can  be  reached  at  1-800-5671616. 


People 


Ahlers'  mission:  Pump  up  sales  and  profits  to  deflect 
shareholder  pressure  to  sell  the  department  store  empire 


determined  not  to  break  up  the  com- 
pany. But  he  needs  better  results  from 
Ahlers  to  buy  time  with  shareholders. 
The  company's  stock  has  been  mostly 
lackluster  since  1991,  although  it  has 
risen  25%  since  January,  to  a  high  of 
97'^,  spurred  in  part  by  news  of  Pen- 
ney's  bid.  Even  at  that  price,  however, 
the  stock  is  up  only  13%  from  two  years 
ago.  "Everyone  who  owns  the  stock 
would  like  to  see  them  do  something," 
says  one  major  shareholder. 

No  wonder:  The  depart- 
ment stores'  profits  fell 
32%.  last  year,  to  $184  mil- 
hon,  and  were  almost  flat 
in  1994,  evidence  that  cus- 
tomers were  rejecting 
a  1994  shift  to  a  "value" 
strategy  emphasizing 
cheaper  goods.  The  compa- 
ny's 295-store,  moderate- 
priced  Mervyn's  division 
fared  even  worse,  with 
1995  profits  down  51%,  to 
$100  million.  Overall,  Day- 
ton Hudson's  earnings  fell 
28%.  last  year  on  a  i-evenue 
gain  of  10%.,  almost  all  of 
which  came  from  Target. 
INNER  CIRCLE.  Ahlers  does 
not  have  much  of  a  chance 
many  outsiders  say.  Under 
pressure  to  cut  millions  in  costs,  she 
spends  hours  in  meetings  and  poring 
over  spreadsheets,  not  scouring  the 
globe  for  snazzy  goods.  But  insidei's  say 
her  cjuiet  determination,  proven  mer- 
chandise sense,  and  team-building  skills 
made  her  the  best  person  to  take  over 
after  the  abnipt  resignation  of  longtime 
department  store  Chief  Executive  and 
President  Stephen  E.  Watson,  who  was 
popular  with  subordinates  but  clashed 
with  Ulrich. 

Ahlers  is  one  of  the  few  women  in 
Ulrich's  cigar-smoking  inner  circle,  and 
she  earned  her  place  as  one  of  the  "Tar- 
get Boys"  by  getting  results.  Growing 
up  in  tiny  Weyauwega,  Wis.,  where  her 
father  ran  a  farm  supply  stoi-e,  was 
gi'eat  preparation.  "He  was  really  good 
viith  people,  able  to  size  them  up  and 
know  who  to  take  risks  on,"  she  says. 
At  Target,  .where  she  rose  fi'om  ready- 
to-wear  buyer  in  1977  to  senior  vice- 
president  of  hard  lines  in  1993,  she  took 
her  own  risks,  expanding  micromarket- 
ing  so  each  store  has  items  tailored  to 
the  local  market.  She  also  put  the  phar- 


macy business  in  the  black  and  boosted 
sales  by  revamping  merchandising. 

Ahlers  affects  a  low-key  style.  She 
eschews  contact  lenses  for  glasses  and 
favors  pants  outfits  for  the  office.  Rather 
than  bring  in  new  blood,  she's  tiying  to 
acliieve  her  tiu-nai'ound  with  the  existing 
staff.  "I  told  my  team,  T  want  you  to 
figiu-e  out  the  solutions.  That  empow- 
ers you,'"  says  Ahlers,  whom  colleagues 
describe  as  unpretentious  and  reserved. 

Still,  she's  already  making  her  mark. 


BLUNDER 

A  shift  to  a  value-oriented  strategy  in  1994 
alienated  loyal  cmtomers  and  torpedoed  profits 

She  has  brought  in  a  gi'eater  assort- 
ment of  popular  men's  lines,  such  as 
Tommy  Hilfiger  and  Nautica,  and  she 
created  a  boutique  for  eye-catching  cliil- 
di'en's  clothes  called  Angelini.  "We  know 
we  need  to  add  back  the  distinctive 
merchandise,"  she  says. 

Ahlers  says  she's  already  seeing  pos- 
itive results  fi'om  upgi'ading  appai'el  but 
concedes  that  a  full-scale  turnaround 
will  take  over  a  year.  Some  customers 
already  have  been  won  over  Helen 
Charchut  of  Park  Ridge,  111.,  says  she 
stopped  going  to  Marshall  Field's  tbree 
years  ago  because  the  merchandise  be- 
came dowdy.  On  a  recent  visit,  "I  found 
everything  I  needed,"  she  says.  "But 
more  important,  the  attitude  of  the  sales 
staff  had  changed.  Wliat  a  difference!" 

As  a  department  store  shopper  her- 
self, Ahlers  says  she  had  noticed  it  was 
"getting  harder  to  shop"  because  of  a 
lack  of  knowledgeable  salespeople.  So 
Dayton  Hudson  store  managers  and, 
eventually,  sales  clerks  will  go  through 
customer-sei-vice  ti-aining.  Shoppers  are 
now  called  "guests,"  a  service-oriented 


term  Ahlers  learned  at  Target,  which 
in  tiuTi  adopted  it  from  Walt  Disney  Co. 
•  Ahlers  knows  she  must  do  the  most 
fence-mending  at  Field's.  She  has  re- 
built a  Chicago-based  buying  staff  to 
boost  fashion  content  and  has  restored 
the  chain's  trademark  forest-gi"een  shop- 
ping bags.  The  buying  staff  had  been 
disbanded  to  cut  costs  after  the  chain 
was  bought  for  $1  billion  in  1990  from 
Britain's  bat  Industries  PLC.  And  the 
bags  were  changed  to  recycled  brown 
paper.  Thousands  of  shop- 
pers wrote  to  complair 
about  the  bags  and  a  de- 
cline in  service. 
POT  OF  GOLD.  Alilers'  task 
would  be  easier  if  she  had 
money  to  throw  around. 
But  Dayton  Hudson  has 
pledged  to  cut  $170  million 
in  costs  over  the  next  two 
years.  More  than  half  will 
come  from  Mervyn's,  but! 
the  ab'eady  pai"ed-down  de-j 
partment  stores  must  ponj 
up,  too,  even  as  the  saleg 
staff  is  increased  by  10%. 

Those  who  knov/  Ahlerd 
say  she's  up  to  the  chal-l 
lenge.  She's  used  to  work-j 
ing  more  than  70  hours 
week — even  more  during 
Minnesota's  long  winters,  when  "I  hunJ 
ker  down  and  put  the  burn  on,"  sha 
says.  And  she  hasn't  been  afraid  td 
make  some  unconventional  personal 
choices  to  accommodate  her  careeii 
Wlien  she  was  in  her  mid-30s,  she  anc 
her  husband,  Steve,  chose  not  to  hav( 
chilch'en  because  of  her  frequent  travels 
Five  years  ago,  Steve,  whose  job  man 
aging  a  kennel  occupied  him  nights  anc   . ' 
weekends,  quit  to  run  their  home.  "W( 
didn't  need  the  income,"  says  Ahlers 
"We  needed  the  time." 

For  all  Ahlers'  efforts,  many  expert;  ] 
believe  Dayton  Hudson's  regional  de 
partment  store  empire  will  belong  t(  i 
somebody  else  in  a  few  years.  Th( 
stores  are  "an  undervalued  jewel,"  say; 
retail  consultant  Alan  Millstein.  "The; 
are  the  last  pot  of  gold  for  May  De§ 
paitment  Stores  or  Federated  to  pick  off 
to  complete  their  national  expansion.!: 
With  that  kind  of  pressure,  this  underl 
stated  Midwesterner  is  going  to  havt 
to  produce  some  pretty  flashy  resultp 
to  keep  Dayton  Hudson  in  one  piece.  ; 
By  Susan  Chandler  in  Minneapoli. 
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Exactly  how  important  is  an  extra 
mile  an  hour?  Just  ask  any  bicycle 
racer.  That's  what  OuPont  inventor 
Mark  Hopkins  gave  racers  when  he 
created  a  bike  wheel  made  out  of 
DuPont  Kevlar'  and  advanced 
composites.  We  say  it's  strong, 
light  and  aerodynamic.  Racers  say 
it's  the  fastest  wheel  on  earth. 


This  man  can  make  bikes  fly. 


Visit  us  at  www.dupont.com 


Social  Issues 


THE  SAFETY  NET 


THE  SILENT 
WELFARE  REFORMS 

Many  states  are  finding  creative  ways  to  cut  the  rolls 


Peggy  Davis,  34,  manager  of  a 
Popeyes  Famous  Fried  Chicken 
restaurant  in  Milwaukee,  weaned 
herself  from  welfare  after  16 
years,  so  she  figures  that  other  moms 
can  quit  the  dole  too.  "It's  beautiful  to 
be  working,"  she  says,  before  hefting  a 
batch  of  chicken  into  the  deep-fat  fiyer 
"Some  mothers  don't  want  to  do  any- 
thing with  their  life.  But  it  ain't  worth 
lazving  around." 

Da\is  didn't  make  the  transition  from 
welfare  to  work  unas- 
sisted, however  Wiscon- 
sin, which  has  been  ftui- 
ously  e.xiDeiimenting  with 
a  range  of  pilot  pro- 
gi'ams,  provides  Davis' 
company  with  monthly 
work  subsidies  of  up  to 
$400  for  some  employees 
for  up  to  nine  months. 
And  although  Davis  has 
been  working  for  four 
yeai's,  she  still  receives 
Medicaid  for  herself  and 
her  foiu'  children. 

Now,  Wisconsin  is 
seeking  approval  in 
Washington  for  a  radi- 
cal new  statewide  move 
that  would  end  the  no- 
tion of  hmitless  entitle- 
ment, forcing  most 
recipients  into  jobs  be- 
ginning in  late  1997. 
The  innovative  progi-am, 
called  Wisconsin  Works, 
or  W-2,  would  provide 
subsidized  employment, 
means-tested  child  care, 
and  extended  medical 
care  to  famihes  to  keep 
them  working  and  off 
w'elfare  rolls. 

Wisconsin  isn't  the 
only  state  tinkeiing  with 
the  60-year-old  federal 
welfare  system.  While 
Democrats  and  Repub- 
licans in  Washington 
have  WTangled  for  two 


years  over  competing  welfare  legisla- 
tion, a  quiet  revolution  has  taken  place 
in  state  capitals.  In  the  past  three  yeai's, 
37  states  have  sought  and  received  60 
separate  waivers  from  strict  federal 
lilies  on  Aid  to  Families  with  Depen- 
dent Children,  wiiich  is  funded  by  Wash- 
ington but  administered  by  the  states. 
Waivers  now  cover  10  million  welfare 
recipients — more  than  75%  of  the  total. 

Consen^ative  advocates  of  welfare  re- 
form are  delighted  with  what's  happen- 

THE  NEW  LANDSCAPE 


OREGON  Provides  up  to  nine 
montiis  of  work,  guaranteeing 
wages  above  combined  afdc 
and  food  stamp  benefits. 


OHIO  Expands  eligibility  to 
two-parent  families.  Provides 
child  care  for  up  to  18 
months;  teen  parents  and  preg- 
nant teens  must  attend  school. 


UTAH  Recipients  can 
earn  some  wages  with- 
out ending  benefits. 
But  benefits  end  if  teen 
parents  don't  get  edu- 
cation and  training. 


COLORADO 

Participants 
must  find  work 
or  training  after 
two  years,  but 
get  cash  for 
graduating  from 
high  school. 


States  that  have  won  federal  clearance  to  modify  welfare  programs 
No  changes  made 


ing  in  local  welfare  offices.  "Bill  Chnton 
can  justifiably  claim  that  he  has  indeed 
ended  welfare  as  we  know  it,"  says 
Douglas  J.  Beshai'ov,  a  welfai'e  expert  at 
the  American  Enterprise  Institute,  a 
conservative  think  tank.  Chnton  twice 
vetoed  GOP  welfare  overhauls  last  year 
after  his  owm  measure  stalled  in  Con- 
gress. But  thanks  in  part  to  the  Ad- 
ministration's waiver  program — and  a 
strong  economy — w^elfare  caseloads  are 
down  8.5%  since  1992,  compared  with 
the  31%  increase  during  the  Bush  Ad- 
ministration, according  to  Besharov. 

Have  any  of  the  states  found  the  key 
to  ending  welfare  dependency?  Clitics 
point  out  that  taxpayers  aren't  being 
saved  any  money,  but  allow  that  local 
experiments  do  demonstrate  benefits. 
Many  of  the  ideas  may  yet  be  applicable 
to  federal  legislation.  But  final  results 
fi'om  independent  audits  aren't  in,  and 
the  two  most  critical  questions  will  take 
the  longest  to  answer  What  happens 
to  the  cuirent  successes  when  the  econ- 
omy goes  south'?  And,  what  is  the  effect 
of  all  the  tinkering  on 
poor  children? 
CAPS?  The  ambiguities 
abound.    Take  Ohio's 
Learning,  Earning,  And 
Parenting  program,  or 
LE.-\P,  which  recjuires 
teens  receiving  afdc 
stay  in  school  or  fact' 
benefit  reductions.  Such, 
"learnfare"  program 
have  ah-eady  spread  to 
27  states,  and  on  May 
Clinton  announced  that 
he  was  signing  an  exec 
utive  order  extending 
leap's  provisions  to  al] 
states.  A  recent  study 
by  Manpower  Demon 
stration  Research  Coip, 
an  independent  auditor 
concluded   that  those 
who  stayed  in  school  ex- 
perienced  a  40%  in- 
crease in  employment 
rates.  But  leap  has  hac 
no  effect  on  teens  al 
ready  out  of  school. 

The  controversia 
"family  cap"  also  ha! 
produced  mixed  results 
The  idea,  which  2( 
states  are  employing  ii 
some  fomi.  is  to  remov( 
automatic  support  fo: 
bringing  more  childrei 
into  a  welfare  familj 
Family  cap  proponent; 
trumpeted  an  apparen 
29%  drop  in  illegitima 


MICHIGAN  Recip 
ients  must  seek 
work,  but  can  own 
a  car  without 
affecting  eligibili- 
ty. Immunizations 
required  for  pre- 
school-age kids. 


72  BUSINESS  WEEK  /  MAY  20,  1996 


The  fine  lines  between 
a  good  bottom  line 
and  a  better  bottom  line. 


The  marketing  side  of  your  brain  says  mail  more.  The  financial 
side  says  stay  within  budget.  It's  a  fine  line  that  you  have 
to  straddle. 

On  July  1,  the  U.S.  Postal  Service's  new  pricing  structure  gives 
you  new  options.  Options  that  could  mean  greater  discounts  for  pre- 
sorting and  barcoding  your  mail.  Because  when  your  mail  is  prop- 
erly prepared,  we  process  it  more  efficiently.  So  everyone  saves. 

uMO^^B-gJ  call  that  Max  It.  Maximum  preparation  for  maximum 

^uEmmSE^    discounts.  And  that's  good  for  your  bottom  line.  Find 
For  the  MM  mlus.  in  o^t  how  your  Company  can  get  the  Max  out  of  Classification 
tuaiMSAmU      Reform  by  calling  1   800  THE  USPS,  Ext.  2008. 


UNITED  STATES 
POSTAL  SERVICE 


Call  1  800  THE  USPS,  Ext.  2008,  for  your  free  Max  It  guide 
today.  And  get  ready  to  Max  It  starting  July  1. 


RC48 


Social  Issues 


among  New  Jersey  welfare  mothers 
lev  the  state,  in  1992,  stopped  ex- 
nding  afdc  payments  for  children 
nceived  while  the  mothers  were  on 
^Ifare.  But  then  Rutgers  University 
^eiu-chei-s  revised  the  illegitimate  birth 
cline  to  6.9% — and  discovered  a  simi- 

•  drop  in  a  control  gi'oup  of  mothers 
t  on  welfare. 

The  effect  of  time  liiriits  on  afdc  fam- 
;s  is  also  murky.  The  federal  progi'am 
ices  no  limit  on  the  number  of  years 
DC  recipients  can  re- 
ive checks,  but  27 
ites  have  been  granted 
livers  to  limit  benefits, 
orida  limits  most  re- 
)ients  to  two  years  of 
DC  in  any  five-year  pe- 
)d,  although  Medicaid 
d  food  stamps  aren't 
■ected.  But  studies  of 
orida's  progi'am  are  in- 
nclusive.  In  any  case, 
%  of  welfare  mothers 
itorically  have  managed 
find  jobs  within  two 
ars  of  signing  up  for 
DC,  limiting  the  impact 
ne  limits  can  have. 
RIDEFARE."  Even  if 
ch  programs  succeed 
getting  people  off  the 
le,  they  don't  come 
eap.  Despite  some 
lims  that  reform  will 
:luce  costs  in  the  long 
n,  savings  mostly 
ven't  materialized. 

ue,  Wisconsin's  spend-  Peggy  Davis:  "Soitie 

mothers  don't  want  to 
dgeted  $180  million  do  anything  with  their 

•  child-care  costs  alone  i:f  p  ^  :f  :  u  rrrr^yfU 
1998,  up  from  $53  mil-  ^  yVOVm 
n  this  year.  More  will  lazying  arOUnd" 

into  elementary  job 
lining.  Bells  and  whistles  add  more 
the  bill:  Colorado  allows  afdc  recipi- 
ts  to  receive  the  value  of  their  food 
imps  in  cash.  Wisconsin,  among  31 
ler  states,  allows  parents  to  mari'y 
thout  an  immediate  cutoff  of  bene- 
; — a  progi'am  dubbed  "bridefare." 
For  all  the  extra  spending,  states  may 
:  be  able  to  shrink  their  rolls  much 
ther.  They'll  be  hard-pressed,  for  one 
ng,  to  achieve  any  reduction  in  their 
^d-core  welfare  recipients,  who  make 

as  much  as  a  third  of  the  adult  wel- 
e  population.  This  most-disadvantaged 
»up  consists  of  women  needed  to  care 

disabled  children  or  elders  in  their 
nes,  those  who  are  addicted  to  ch'ugs 
alcohol,  some  with  emotional  disabiU- 
5,  and  some  who  have  never  worked 


and  have  no  skills  whatsoever.  Given 
the  intractability  of  this  gi'oup,  "the  era 
of  rapid  caseload  depletions  is  over," 
laments  Edward  L.  Schilling,  director 
of  the  department  of  social  services  in 
niral  Fond  du  Lac  County,  Wis. 

The  restorative  effects  of  a  booming 
economy  won't  last,  either.  Strong  growth 
has  cut  unemployment  in  many  states, 
creating  labor  shortages  in  some  areas 
that  have  absoi'bed  welfare  moms.  With 
its  booming  economy,  Iowa  has  managed 


EX-WELFARE  MOM 


a  35%  caseload  reduction, 
studies  show.  "Many 
states  haven't  had  to 
even  wony  about  creat- 
ing pubhc-sector  jobs, 
but  things  get  much 
more  difficult  when  you 
shift  the  focus  to  rui'al 
ai'eas  in  Utah  or  to  older 
cities  where  jobs  are 
scarce,"  warns  LaDonna  Pavetti,  a  wel- 
fare expert  at  the  Urban  Institute. 

Most  troubling  of  all,  liberals  and  con- 
servatives alike  point  to  a  failure  to 
check  illegitimacy,  the  stubborn  prob- 
lem at  the  core  of  welfare.  Nearly  a 
third  of  U.  S.  children  are  still  born  out 
of  wedlock.  They  are  seven  times  as 
likely  to  grow  up  poor  than  children 
born  to  couples  who  remain  married. 
The  challenge  of  reducing  such  births 
will  be  the  ultimate  test  of  any  welfare 
reform.  It's  certainly  worth  trying  to 
battle  illegitimacy  with  family  caps,  ben- 
efit time  limits,  and  stay-in-school 
schemes.  But  it  will  be  years  before 
anyone  figui'es  out  if  it  has  worked. 

By  Paul  Magnusson  in  Washington 
and  Richard  A.  Melcher  in  Chicago 


Where  Can 

I  Buy  It  With 

II  iE  CA\R0 


The  American  Express® 
Card  is  welcome  at 
all  kinds  of  places. 
Just  ask  Jerry,  who 
uses  his  Card  for 
everyday  items,  as  well  as  for 
the  things  that  make  him,  well, 
Jerry.  In  fact,  it's  so  widely 
accepted,  Jerry  uses  it  wherever 
he  goes.  No  kidding. 


You  can  find  items  like  Jerry's 
at  these  establishments: 

Petland  Discounts 
P.  W.  Woolworth  Company 
The  Sports  Authority 
RadioShack 
Crate  &  Barrel  Furniture 
Sears 

Rand  McNally  Travel  Store 
Hammacher  Schlemmer 

{And  if  you're  in  Jerry's 
neighborhood,  New  York  City: 

ABC  Carpet  &  Home 
Desco  Vacuums 
Bicycle  Habitat 
Food  Emporium 
Palazzetti 
The  Lighting  Center,  Ltd. 
Nobody  Beats  TheWiz 


AiyiERI&Wl 

TO  APPLY  CALL  ■ex^bess 
1-800-THE-CARD 


Cards 


You  may  already  know 

the  advantages  of  our 

cah-forward  design: 

more  room  inside  w™^*-^^^ 
 id 

without  more  size 
outside,  phis  better 
visibility'  and  better  stability. 


But  the  Dodge  Stratus 
pushes  the  art  and 
science  of  automobiles 
forward  from  one 
end  to  the  other 
Underneath,  for 
example,  Stratus  is  a 


leap  forward  in  body  rigidity, 
thanks  to  a  continuous  ladder 
frame  that  resists  flexing  and 
improves  response  to  driver 
input.  Its  modified  double- 
wishbone  suspension  system 
outwits  corners  and  virtually 


The  cab 
we  pushd 


Stratus  ES  standard 
equipment  includes... 

•  I6-val\'e,  SOHC.  sequential 
mil  I  ti -point  fuel -injected  engine 

•  5-speed  maniuit  transmission 

Modified  double-wishbone  touring  suspension 

•  Rear  defroster  •  AM/FM  cassette  stereo 

•  Ultra  high-strength  steel  door  beams 

•  Air  conditioning  •  Reclining  bucket  .seats 

•  Dual  airhags  •  Child  safety  rear  door  locks 

•  ABS  •  Dual  power  heated  mirrors 

•  Ciipliolders  •  Speed  sensitive  steering 

•  bitermittent  wipers  •  Speed  control 

*  Tinted  glass  •  Power  windows  and  door  locks 

•  Dual  visor  vanity  mirrors 

•  Tilt  steering  •  75  "  ca.st  aluminum  wheels 

Wiinl's  hnver  niuhile  sei^nicnl. 
'See  limited  warranty  &  restrictiims  at  dealer. 
Excludes  normal  maintenance  &  wear  item.'i. 

ALWAYS  WEAR  YOUR  SEAT  BELT. 


aliens  ruu^n  ruuu:s.  ufj jritni, 

choice  of  three  high-tech 
ml ti- valve  engines  puts  up  to 
68  horsepower  at  your 
isposal.  In  back  there's  an 


inveniive  erigtneei ing 
that  makes  loading  and 
unloading  easy. 

Plus,  for  the 
ultimate  in  forward 


mile  bumper-to-bumper 
warranty  and  3/36 
Roadside  Assistance'* 
To  find  out  more 


bundance  of  legroom.  And  a        thinking,  we've  W^'rWi  about  Stratus,  call 

irgest-in-class  trunk*  full  of         included  our  Customer    ^LTml!  1-800-4-A-DODGE. 

vasrftall 

forwaiKi 
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Stratus  ra  The  New  Dodge 

V.-^    A  DIVISION  OF  THE  CHRYSLER  CORPORATION  O 


THE  NEW  EGOri 


CANADA  Cold,  wet  weather 
-  ^  impedes  field  preparation  for 
ffC^  spring  wheat.  This  follows  a 
mediocre  crop  last  year. 


As  global  demand  outpaces 
supply,  both  haves  and 
have-nots  are  in  for  a  shock 

On  a  cool  April  moming,  Illinois  fanner  Vic  Riddle 
steps  down  fi-om  his  tractor,  tmdges  into  his  house, 
and  settles  behind  his  computer  to  surf  the  com- 
modity-market news.  His  calloused  fingers  pimching 
up  rows  of  export  data,  he  notices  Asia  is  gob- 
bling up  U.  S.  grain  again.  "We  knew  the  demand 
was  going  to  be  coming,"  he  says,  a  smile  creasing  his 
face.  "But  not  this  much,  this  soon." 

Some  7,000  miles  away  in  Shanghai,  the  family  of 
Zhou  Honglin  sits  down  for  a 
hearty  dinner.  Just  five  years  ago, 
they  "would  eat  mostly  rice  and 
vegetables.  But  these  days,  the  col- 
lege professor,  his  accountant  wife, 
and  teenage  daughter  enjoy  a 
spread  of  meat,  fish,  and  eggs.  They  often  mdulge 
in  commercially  made  pork  dumplings  and  visit 
restaurants  twice  a  month  or  so— luxuries  they 
couldn't  afford  until  recently.  "Like  most  people  in 
the  city,  we  are  eating  better  now,"  says  Zhou. 

Families  such  as  the  Zhous  aren't  feasting  alone. 
As  disposable  incomes  rise  sharply  across  the  de- 
veloping worid,  millions  of  people  ai-e  eating  better. 
A  fast-gi-owing  middle  class  from  Seoul  to  Sao 
Paulo  is  buying  more  beef,  poultry,  and  pork.  In 
Brazil,  chicken  consumption  is  up  20%  in  just  the 
last  year.  McDonald's  Coi-p.  has  brought  hambiu-gers 
to  93  countries,  and  Texas-style  steakliouses  di-aw  en- 
thusiastic throngs  through  much  of  Asia.  Per  capita 
global  consumption  of  beef,  pork,  and  poultry  has 
I  sm-ged  11%  in  the  past  decade.  In  China  alone,  the  hog 
?  herd  will  soar  to  510  million  by  2000,  fi'om  307  million  a 
1  decade  ago.  And  the  new  taste  for  meat  is  placing  heavy 
!  pressui-e  on  the  grain  supply,  since  hogs  yield  one  povmd  of 
g  pork  for  each  foui-  pounds  of  grain  they  consume.  Conse- 
\  quently,  feed-grain  use  is  surging  to  record  highs  in  devel- 
^  oping  nations,  up  8%  over  the  last  year  alone. 
^  CYCLES  OF  PANIC.  At  the  same  time,  a  combination  of  poor 
i  haj-vests  in  many  parts  of  the  worid,  plus  changes  in  farai  pol- 
--i  icy  in  Europe  and  the  U.  S.,  have  depleted  food  resei-ves.  One 
&  big  problem:  the  devastation  of  the  U.  S.  winter  wheat  crop. 
I  Globally,  available  supplies  of  com,  wheat,  and  other  grains 
^  have  fallen  from  77  days  of  consumption  in  1993  to  an  esti- 
I  mated  48  days,  their  lowest  levels  in  at  least  35  years, 
i     The  recent  upsui-ge  in  grain  prices  is  just  one  sign  of  a  far- 
I  reaching  change  in  the  global  economics  of  food.  With  worid- 
§  wide  demand  racing  ahead  of  supply,  there  will  be  upward 
%  pressiu-e  on  food  prices  for  yeai-s.  Prices  for  farai  commodities 


U.S.  Drought  and  severe  cold  have 
devastated  the  winter  wheat  crop. 
cC::^  Stockpiles  of  corn  and  wheat  are  at 
their  lowest  in  decades. 


SOUTH  AMERICA  Argentina's 

hJkJ  wheat  harvest  will  fall  short  this 
year.  Brazil  is  harvesting  a  smaller 
>  soybean  crop  than 


1995. 


I 


78  BUSINESS  WEEK  /  MAY  20.  1996 


IMICS  OF  FOOD 


FORMER  SOVIET  UNION  Grain 
production  has  fallen  20%  since  1990 
because  of  economic  turmoil.  No 
turnaround  is  likely  for  years. 


EUROPE  Wheat 
is  running  low 
because  of  changes 
in  farm  policy.  The 
European  Union  is 
taxing  grain  exports. 


NORTH 
AFRICA/ 
MIDDLE 
EAST 

Still  depen- 
dent on  grain 
mports  from 
Europe. 


CHINA  Economic 
^3  growth  is  fueling 
c3<p  demand  for  agricul- 
S-*^  tural  commodities. 


will  become  far  more  volatile,  triggering  periodic  fears  of 
gi'eater  inflation  in  the  financial  markets.  Rising  food  prices 
will  herald  a  massive  transfer  of  wealth  from  food  consumers 
to  food  producers  across  the  globe.  And  the  U.  S.,  the  world's 
largest  food-exporting  country,  should  naiTow  its  balance- 

of-payment   

deficit.  "I  see 


Cover  Story 


JAPAN  Biggest 
customer  of  U.S. 
agricultural 
products.  Beef 
mports  are  rising. 


prices  gomg 
back  up  over 
the  next 

decade,"  says  U.  S.  AgTicultm-e  Secretaiy  Daniel  R.  Glickman. 
"That's  a  profound  change." 

Over  the  last  two  decades,  consumers  have  gi'own  used  to 
stable  or  even  falling  prices  for  farm  goods,  particularly  raw 
commodities.  Adjusted  for  inflation,  the  price  of  fann  prod- 
ucts plunged  40%  between  1975  and  1995  (chart,  page  80). 
But  this  trend  may  be  reversing  as  gi'ain  prices  hit 
record  levels  this  spring.  Wheat  sold  for  as  much  as 
$7.17  per  bushel,  up  from  about  $3.50  a  year  eariier. 
Corn  and  soybean  prices  went  sky-high,  too. 

Since  their  peak  in  late  April,  prices  have  fallen 
somewhat  as  U.S.  farmers  hope  for  an  end  to  the 
recent  spate  of  poor  harvests. 
Nevertheless,  the  demand  from 
developing  countries  is  rock  solid. 
"It  took  these  prices  to  make  us 
realize  it's  demand,  not  just  a  bad 
crop,  that's  driving  the  markets," 
says  veteran  trader  Jacob  J.  Ho- 
rowitz of  the  Chicago  Board  of  Ti-ade. 

In  the  U.  S.,  the  new  balance  between  food 
supply  and  demand  means  that  food  prices  will 
rise  faster  than  overall  inflation,  hitting  especially 
hard  at  low-income  families.  At  the  same  time, 
food-importing  nations  in  Africa,  Asia,  and  the 
Mideast  will  find  their  food  bills  soaring,  drawing 
fimds  away  from  needed  investments.  "If  you  don't 
feed  your  countiy,  it's  civil  war.  There's  no  price  too 
high  to  avoid  that,"  NatWest  Securities  Corp.  analyst 
David  C.  Nelson  points  out. 

With  smaller  stockpiles,  price  shocks  will  become  more 
frequent.  On  May  1,  for  example,  word  that  Mexico  and 
Taiwan  were  buying  helped  send  com  prices  soaring  5%, 
only  to  drop  2%  the  next  day  in  the  absence  of  additional 
news.  "You're  going  to  see  more  volatility,"  predicts  John  D. 
Bowlin,  president  of  Ki-aft  Foods  Inc.,  the  second  biggest 
foodmaker  in  the  world.  "We  could  have  price  movements 
that  are  veiy  eye-catching,"  agi'ees  Andrew  M.  Novakovic, 
who  heads  Cornell  University's  depaitment  of  agiicultm-al  eco- 
nomics and  marketing. 

LESS  OF  A  CUSHION.  With  less  food  in  storage,  the  agricul- 
tural sector  is  taking  on  some  of  the  risks  common  to  com- 
panies employing  "just-in-time"  inventory  practices.  "We 
are  trying  to  run  a  larger  and  larger  operation  with  small- 
er and  smaller  inventories,"  explains  Harvard  University 
professor  Ray  A.  Goldberg.  "That's  fine,  if  we  have  no 
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emergencies.  But  when  we  do  have  an  emergency,  as  we 
currently  do,  the  'just-in-time'  magnifies  the  problem." 

The  potential  for  quickly  boosting  gi-ain  production  is  limit- 
ed. On  a  global  scale,  there  is  little  unused  land  that  could  read- 
ily be  farmed.  Im- 
proved farming  tech- 
nology will  eventually 
boost  yields,  but  the 
"gi'een  revolution"  is  taking  hold  less  rapicDy  than  expected,  and 
it  presents  risks  fev\'  had  anticipated  (page  84).  Even  if  fanners 
plant  fencepost-to-fencepost,  they  won't  restore  anytime  soon 
the  suipluses  that  cushioned  crop  problems  in  the  past. 

For  U.  S.  consumers,  rising  faiTn  prices  will  show  up  quick- 
ly in  the  price  of  bread.  Interetate  Bakeries  Coip.,  the  nation's 
biggest  breadmaker,  already  has  raised  its  prices  this  year 
and  could  hike  them  again  if  wheat  shortages  get  worse. 
"This  is  scary,"  says  Ray  Randy  Sutton,  general  counsel  for 
the  Kansas  City  (Mo.)  company.  Daiiy  and  meat  products  wall 
eventually  feel  the  pressure,  too.  The  high  cost  of  feed  could 
force  meat  producers  to  slaughter  theii-  animals,  driving  beef, 
poi'k,  and  poultry  prices  down.  But  by  next  year,  meat  prices 
will  be  soai'ing  as  the  supply  cutbacks  are  felt. 

The  retail  price  of  other  foods  may  be  slower  to  respond, 
since  processing,  packaging,  and  distribution  make  up  over 
75%  of  the  cost  of  the  food  Americans  buy.  Some  food  execu- 
tives also  insist  that  competition  on  gi-oceiy  shelves  will  make 
it  difficult  to  rase  piiees  to  eonsumei-s.  Still,  it's  likely  that,  over 
time,  coinpanies  will  pass  along  theii'  liigher  raw-material  costs. 
INFLATION  ALERT.  Tlie  impact  of  rising  global  food  demand  is  be- 
ing felt  in  other  ways.  Higher  gi-ain  prices  have  forced  Archer 
Daniels  Midland  Co.  and  other  manufactiu-ers  to  reduce  pro- 
duction of  ethanol,  a  gasoline  additive  brewed  from  com,  until 
raw  materials  become  affordable  again.  Even  pet-food  manu- 
factui'ei-s  ai'e  finding  costs  rising  unexi^ectedly:  lyson  Foods  Inc. 
chicken  feet,  gi'ound  up  for  dogs  and  cats  until  recently,  have 
found  a  new  audience  in  China,  where  the  giistly  morsels 
known  as  "paws"  are  snack  food.  This  year,  the  Arkansas- 
based  company  expects  to  sliip  100  million  pounds  of  paws. 

In  the  short  run,  rising  prices  for  food  could  add  a  couple 
of  tenths  of  a  percentage  point  to  overall  consumer  infla- 
tion. That  may  not  seem  like  much,  but  it  hurts  low-income 
U.  S.  households,  which  spend  up  to  17%  of  their  income  on 
food.  Indeed,  the  stabihty  of  food  prices  in  recent  years  has 
been  one  of  the  few  bright  spots  for  low-wage  workers,  who 
have  straggled  with  stagnant  incomes.  "With  food  prices  ris- 
ing, it  is  going  to  be  disastrous"  for  the  working  poor,  says 
Larry  W.  Jones,  president  and  founder  of  Feed  the  Chil- 
dren, an  Oklahoma-based  nonprofit  gi-oup  that  distributed 
more  than  42  million  pounds  of  food  last  year 

Impoverished  nations  are  also  squeezed  out  as  richer  coun- 
tries race  for  food.  Even  as  diets  improve  in  much  of  the  de- 
veloping world,  some  800  million  remain  malnourished — and 


Harvest  of  Headaches 


lafiie 


DEMAND  As  standards  of  living  improve  in  the 
developing  world,  diets  are  being  upgraded.  Meat  con- 
sumption places  pressure  on  grain  supply. 

higher  food  prices  could  make  that  worse.  The  U.  S.  Agency  bi<, 
for  International  Development  (aid)  expects  to  distribute 
less  than  half  as  much  wheat  this  year,  for  instance,  because  fcn 
prices  have  climbed  so  sharply.  "The  potential  for  real  human 
tragedy  is  great,"  warns  Leonard  Rogers,  an  aid  official 

Still,  it  isn't  time  to  resurrect  Thomas  R.  Malthus,  the 
19th  century  doomsday  economist  who  believed  populatior  id 
would  expand  until  checked  by  famine  or  other  calamity.  In-  )i 
spired  by  higher  prices,  U.  S.  and  European  farmers  will  in-  ir,e]' 
crease  their  plantings.  Brazil,  Ai'gentina,  Canada,  Australia 
and  South  Afiica  will  boost  production  as  well.  And  today's  in- 
creasingly open  mai-kets  will  respond  more  quickly  to  demand, 
moving  supplies  where  they're  needed,  says  Chicago  Boai'd  ol 
Trade  Chairman  Patrick  H.  Ai'bor.  "We  will  see  big  produc- 
tion, hand  in  hand  with  strong  demand  and  strong  prices." 

But  while  today's  high  prices  will  encom-age  fanners  ai-oundiij, 
the  world  to  plant  eveiy  available  acre,  there's  not  a  lot  ol 
idle  land.  The  elimination  of  Agiicultiu-e  Dept.  set-aside  pro- 
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SUPPLY  Poor  harvests  for  several 
years  running  have  depleted  food  reserves 
throughout  the  world. 


GOVERNMENT  POLICY  Food  stocks  have 
been  further  reduced  by  changes  in  farm  policy  in  Europe  and  the 
U.  S.  Grain  supplies  are  at  the  lowest  level  in  35  years. 


m. 


ms,  which  brings  14  million  acres  of  U.  S.  land  back  into 
iuction,  adds  less  than  1%  to  global  gTain  acreage.  Nations 
1  as  Argentina  and  Australia  will  surely  switch  land  from 
:ure  to  gi-ain.  But  most  land  not  now  in  production  is  less 
able  for  gi'owing  gi'ain.  Experts  estimate  that  the  amount 
global  cropland  used  for  corn,  wheat,  and  other  grains 
Id  increase  only  about  3%,  at  most. 
>ne  potential  source  of  increased  grain  production  is  the 
mer  Soviet  Union,  but  agi'iculture  there  is  a  mess:  Grain 
:1  has  fallen  about  20%  since  1990.  A  lack  of  capital  is  hmt- 
the  farm  sector,  where  the  use  of  fertilizer,  for  example, 
di'opped  by  one-tliird.  With  the  cm-i-ent  economic  tm-moil, 
)ne  expects  agriculture  to  make  a  comeback  for  years, 
'hina  suffers  from  a  different  problem.  With  economic 
wth  strong,  urban  sprawl  and  industrial  development  is 
hing  out  farmland  (page  86).  Over  the  last  decade,  China 
lost  more  than  2%  of  its  arable  land.  Take  the  case  of 
ig  Liwah,  a  36-year-old  peasant  north  of  Guangzhou  who 


recently  saw  her  14..5-acre  rice  and  vegetable  plot  i)aved 
over  for  a  factory.  Wong  has  no  regi'ets:  She  has  been  given 
a  new  apartment  and  promised  a  job  in  the  factory  that  will 
pay  double  her  fann  earnings.  "Fai'ming  is  not  easy  work," 
says  Wong.  "We  are  much  better  off  than  we  were  before." 

Wong's  story  is  repeated  through  much  of  the  world.  Even 
remote  areas  take  a  "build  it,  and  they  will  come"  approach  to 
development,  rushing  to  plant  industrial  parks  on  farmland. 
Population  pressure  compounds  the  problem,  as  apartment 
buildings  soar  in  response  to  a  critical  housing  shortage. 
And  if  high  prices  prompt  farmers  to  plant  fragile  land,  the 
en\ii-onmental  damage  could  comproinise  production  in  the  fu- 
tm"e,  wanis  Agiicultiu'e  Secretary  Glickman.  "I  don't  want  to 
see  another  Dust  Bowl  created  on  my  watch,"  he  says. 

As  for  increasing  production  through  technology,  yields 
may  not  rise  as  fast  as  some  suppose.  After  two  decades  of 
constant  improvement,  farm  productivity  growth  has  ta- 
pered off  since  the  late  1980s.  Stagnant  farm  prices  made  it 
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less  profitable  to  invest  in  research.  Now  that  prices  are 
soaring,  there's  an  incentive  to  develop  new  technology — but 
it  will  take  time. 

Even  current  technology  may  be  tough  to  implement  in 

developing  countries. 
Consider  J.  R.  Sim- 
plot  Co.'s  efforts  to 
supply  McDonald's 
with  french  fries  in  Asia.  Simplot  has  spent  eight  years 
struggling  to  grow  a  big  Idaho-style  potato  in  northern  Chi- 
na. Challenges  include  tiny  farms,  inappropriate  for  mecha- 
nized ecjuipment,  nm  by  fanners  who  distnist  basic  Western 
femi  technologies  such  as  soil  testing.  Over  time,  the  Chinese 
and  theii"  U.  S.  advisers  have  developed  a  rapport,  and  output 
is  up.  But  Simplot's  Chinese  Idahos  are  far  from  ideal. 

Other  impediments  to  boosting  yields  in  the  developing 
world  include  inadequate  storage  and  transportation  facilities. 
Building  bigger  port,  rail,  and  liighway  systems  to  move  food 
takes  capital.  And  the  latest  fami  technology  won't  anive  un- 
til intellectual-property  concerns  can  be  satisfied.  Pioneer  Hi- 
Bred  International  Inc.,  a  Des  Moines-based  suppUer  of  hybrid 
seed,  won't  lisk  sending  their  valuable  products  to  markets 
where  their  genetics  can  easily  be  stolen. 
MIXED  BAG.  The  new  economics  of  food  will  help  boost  the 
U.S.  economy,  which  could  enjoy  a  $30  billion  agiicultural 
trade  siuplus  tliis  year.  That  smplus  will  zoom  as  farm  prices 
increase.  The  big  winners:  Vic  Riddle  and  his  fellow  fanners  in 
the  U.  S.  heailland.  Fertilizer,  pesticide,  seed,  and  fann  equip- 
ment companies  also  stand  to  gain  ft'om  strong  global  de- 
mand. It's  a  mixed  bag  for  agribusiness  companies  such  as 
Archer  Daniels  and  Ts'son — high  commodity  prices  hurt  theii" 
pi'ocessing  mai-gins,  but  they'll  compensate  in  the  long  nm 
thi'ough  e.xports  and  international  e.xpansion.  U.  S.  livestock 
producer's,  especially  Ma-and-Pa  operator's,  stand  to  lose  a.s  feed 
costs  gyrate. 

At  the  same  time,  far-mers  ar'e  dealing  with  the  conse- 
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quences  of  recent  changes 
in  far-m  policy,  including  the 
1996  Far-m  Bill  (box).  Over 
the  past  decade,  the  U.S. 
gover'nment  has  eased  out 
of  the  business  of  stockpil- 
ing grain,  so  there  is  no 
longer  any  reserve  to  cush- 
ion year-to-year  production 
and  price  swings.  The  new 
legislation  discontinues  most 
of  the  r-egulations  that  con- 
str'ained  American  far-mers. 
"Now,  we  can  plant  what 
we  think  the  market  will 
need,"  says  Susan  J. 
Adams,  who  far-ms  1,100  acr-es  near  Atlanta,  111. 

U.  S.  far-mers  have  a  good  chance  to  regain  export  markets 
they  dominated  thr-ough  the  1960s  and  '70s.  The  resoui-ce-rich 
hear-tland,  with  one-quarter  of  the  world's  pr-oductive  capacity, 
enjoys  a  wide  comparative  advantage  in  pr-oducing  gr-ain  and 
soybeans.  U.  S.  far-mers  also  will  benefit  from  the  Urng-uay 
round  of  the  General  Agi-eement  on  Tariffs  &  Tr-ade  talks, 
which  r-educed  export  subsidies  and  made  trade  bar-rier-s  more 
manageable.  As  Illinois  farmer  Riddle  says:  "I  feel  like  I'm  in 
the  right  business  right  now."  Farm  real  estate  prices  ar-e  up 
21%  since  1991. 

As  far'm  prices  rise,  other  nations  are  pr-essed  to  become 
more  self-sufficient,  presenting  an  opportunity  for  Western 
agribusiness  companies.  Asia,  especially,  needs  technologj 
and  knowhow.  On  Apr'.  20,  China  disclosed  plans  to  attr-act 
as  much  as  .$7  billion  in  for'eigTi  agriculture  investment  over 
the  next  five  year-s.  After  pussyfooting  around  China  for 
year-s,  griping  about  excessive  r-ed  tape  and  technologj 
theft,  many  agribusiness  companies  sense  a  boom  ahead 
"I've  never  seen  anything  so  wide  open  for-  gr-owth  thif 


AT  LAST,  THOSE  AMBER  WAVES 
ARE  BLOWN  BY  MARKET  FORCES 


Since  the  1930s, 
U.  S.  far-m  poUcy 
has  been  a  bastion 
of  gover-nment  plan- 
ning. Cr-op  acreage  lim- 
its and  subsidies  to 
far-mers  gave  federal 
regulators  a  centr-al  role 
in  detei'mining  what 
and  how  much  was 
gr-own.  The  1996  Farm 
Bill,  signed  on  Apr.  4, 
sweeps  away  much  of 
the  old  gover-nment  in- 
terference and  gives 
far-mers  more  ability  to 
adapt  to  market  for-ces. 
But  taxpayer-s  won't  be 
saving  any  money  for  iiow. 

Under  the  old  r-ules,  federal  bu- 
reaucrats decided  how  r^mny  acres 
they  would  pay  farmers  not  to  plant 
in  the  coming  gi-owing  season.  In  ad 
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More  of  them  for  farviers 


dition,  if  prices  dropped 
belovv'  certain  levels,  the 
feds  would  make  up  the 
difference  to  far-mers 
through  "deficiency  pay- 
ments." Because  these 
payments  wer-e  based  in 
part  on  past  cultivation, 
far-mers  were  locked  into 
gr-owing  the  same  crop 
year  after  year  Switch- 
ing crops  could  eliminate 
the  payments. 
GRACE  PERIOD.  The  new 
bill  leaves  in  place  com- 
pUcated  subsidies  for 
crops  such  as  sugar  and 
peanuts.  But  for  major 
grains,  it  sweeps  away  most  restric- 
tions. There  ar-e  no  limits  on  the 
acreage  farmer-s  can  plant  or-  the  type 
of  crop  (except  to  limit  switching  to 
fruits  and  vegetables),  and  there  are 


no  longer  any  deficiency  payments. 

But  taxpayers  will  be  shelling  out 
more  over-  the  next  few  years  than 
they  have  been.  Unwilling  to  go  cold 
turkey  on  subsidies.  Congress  pr-ovid- 
ed  for  a  seven-year  transition  during 
which  large  amounts  of  cash  (declin- 
ing fi-om  $5.6  bilhon  this  year  to  $4 
bilhon  in  2002)  will  be  handed  over  to 
farmers  according  to  a  for-mula  that 
divides  the  money  among  various 
crops — 26%  for  wheat,  for  instance, 
and  46%  for  corn.  Growers  get  paid 
based  on  both  their  acr-eage  and  the 
amount  of  crop  they  pr-oduce.  They 
also  must  comply  with  conser-vation 
r-estrictions  and  other-  rules. 

Of  course,  the  feds  may  be  tempted 
to  tinker  yet  again  with  farm  policy 
long  before  the  subsidies  are  phased 
out.  The  Clinton  Administration,  for  ' 
instance,  is  alr-eady  pr-oposing  to  buy 
beef  to  firm  up  low  prices.  Similar-ly, 
Congr-ess  may  not  be  able  to  resist 
getting  the  gover-nment  back  in  the 
business  of  stockpiling  gr-ain  or  pr-op- 
ping  up  far-mer-s  should  food  stocks  or 
prices  fall  too  low.  Old  habits  die 
hard — especially  in  Washington. 

By  John  Carey  in  Washingtc 
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Having  your  own  personal 
space  is  a  rarity  on  almost 
any  airline. 

That's  the  beauty  of  World 
Business  Class""  from  Northwest 
Airlines  and  KLM. 

It's  more  spacious.  More  com- 
fortable. There's  more  njom  to 
spread  out.  The  seats  recline 
turlher.  Yok\  even  get  your  cAvn 
little  T'V  that  you  can 
cidjust  to  any  angle. 
It's  one  of  the  rare 
chances  in  my  life  to 
ju-st  do  nothing! 

I  traxel  all  over, 
but  particularly  in  the 
remote  regions  of 
Asia.  So  I  have  the 
privilege  of  going 
back  anti  forth 
between  different 
worlds  with 
Northwest  Airlines. 

And  I  like  plenty 
ol  space  between. 
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century,"  declares  adm  Chairman  Dwayne  0.  Andreas. 

The  stock  market  has  taken  notice,  bidding  up  companies 
that  stand  to  gain  ft'om  the  new  economics  of  food.  Pioneei-'s 
stock  price  has  jumped  50%  over  the  past  year  as  higher 

commodity  prices  en- 
coui'age  famnere  to  use 
more  of  its  expensive 
hybrid  seed.  Pesticide 
and  herbicide  makers  such  as  Monsanto  Co.  see  similar  global 
benefits.  Fertilizer  is  also  a  big  winner:  Dumping  on  a  balanced 
blend  of  nitrogen,  potash,  and  phosphate  is  the  simplest  way  to 
improve  yields.  The  business  "i-eally  is  being  diiven  by  demand 
in  the  wor-ld,"  says  Wendell  F.  Bueche,  CEO  of  IMC  Global  Inc., 
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which  has  seen  its  stock  price  soar  in  recent  months 
With  the  food  economy  driven  increasingly  by  global  de- 
mand, the  U.  S.  may  find  more  and  more  that  the  way  to  th; 
world's  heart  is  through  its  stomach.  The  gi-ovdng  Westen 
role  in  feeding  China,  for  instance,  could  develop  into  a  new 
basis  for  ti-u.st  in  Sino-U.  S.  relations.  As  nations  are  drawi 
into  the  global  food  trade,  interdependence  tends  to  moderat( 
their  political  behavior  and  deepen  ties.  If  the  world's  fooc 
production  is  to  keep  pace  vrith  rising  demand,  its  citizens  wil 
need  to  eat  ft-om  one  another's  plates. 

By  Greg  Bums  in  Chicago,  with  Dave  Lindorff  in  Horn 
Kong,  John  Carey  in  Washington,  Michael  J.  Mandel  ir, 
New  York,  and  bureau  reports 


THE  CATASTROPHE  LURKING  IN  AMERICA'S  FARMUNDS 

leaf  spot,  says  David  Knau,  a 
Pioneer  sales  manager.  Some 
crop  analysts  say  last  year's 
poor  harvest  was  due  mostly  to 
bad  weather,  not  gray  leaf  spot. 
It's  difficult  to  separate  the 
two.  But  the  poor  hai*vest 
should  be  a  warning:  Such  epi- 
demics vdll  recur,  and  the  next 
one  could  be  worse. 

Potatoes  are  another  crop  in 
crisis.  Incredible  as  it  seems, 
the  fungus  that  caused  the 
Irish  potato  famine  150  years 
ago  has  returned,  and  it  is  rav- 
aging American  potatoes. 
"What  we've  done  over  the 
past  few  years  is  depend  upon 
fungicides  to  protect  the  crop," 
says  John  Helgeson,  a  potato 
specialist  at  the  Agriculture 
Dept.'s  plant  disease  unit  in 
Madison,  Wis,  However,  the 
fungicides  are  becoming  less  ef- 
fective as  the  fungus  mutates  and 
becomes  resistant,  Helgeson  says.  He 
is  racing  to  develop  new  potato  vari- 
eties with  fungal  resistance  bred  into 
them.  "It  might  take  a  milUon 
seedlings  before  you  hit  the  right 
one,"  he  says.  And  the  process  could 
take  anywhere  from  5  to  15  years. 
PAYING  THE  PIPER.  Potato  prices  or 
supply  haven't  been  affected  by  the 
crisis  yet,  but  the  threat  hasn't  gone 
away.  "It's  going  to  force  gi'owers  to 
spend  more  money  to  prevent  this 
problem,"  says  Gary  Lucier,  an  econ- 
omist with  Agriculture's  Economic 
Research  Sei-vice.  "The  cost  of  pro- 
duction is  going  to  go  up,  and  the 
net  revenue  will  fall." 

In  the  meantime,  U.  S.  farmers  are 
betting  that  this  will  not  be  the  year 
their  crops  succumb  to  an  epidemic. 
The  farmers  might  be  right.  The 
odds,  however;  are  getting  worse 
each  year. 

By  Paul  Raebum  in  New  York 


In  a  few  weeks,  the  rich  soil  of  the 
Midwest  will  erupt  with  tender 
seedUngs  whose  genetic  pedigrees 
ar'e  as  distinguished  as  the  bloodlines 
of  Grindstone,  this  year-'s  Kentucky 
Derby  winner*.  These  modem,  scien- 
tifically bred  crop  varieties  have 
helped  boost  the  yields  of  farmers  to 
levels  that  were  once  unimaginable. 
That  spectacular  success,  however, 
carries  a  price:  The  worid's  harvests 
face  a  greater  threat  fr-om  pests  and 
diseases  than  ever  before.  Just  as  a 
tiny  misstep  can  end  the  car-eer  of  a 
miUion-dollar  racehorse,  a  minor  out- 
break of  disease  can  lead  to  a  cata- 
strophic collapse  of  har-vests  around 
the  world. 

Why?  Because  the  new  crop  vari- 
eties are  striking  in  their  genetic 
uniformity.  Millions  of  acres  of  the 
Midwest  ar-e  planted  every  surrmier 
with  endless  snaking  rows  of  corn 
plants  that  are  neariy  as  ahke  as 
identical  tvdns.  If  one  of  those  plants 
is  vulnerable  to  a  new  strain  of  dis- 
ease, they  all  are. 

Last  summer,  that  tl  fat  neariy 
became  reality.  The  nation's  leading 


IOWA  CORN:  Relying  on 
one  genetic  strain 
courted  disaster  in  '95 


seed  company.  Pi- 
oneer Hi-Bred  In- 
ternational Inc.  in 

Des  Moines,  was   

setting  records  vdth  a  wildly  success- 
ful corn  variety  knovra  as  Pioneer 
3394.  That  single  variety  made  up 
15%  of  Pioneer's  sales.  It  was  the 
largest-selUng  variety  of  com  in  the 
world,  by  far  Much  of  the  rest  of  the 
corn  crop  was  made  up  of  closely  re- 
lated varieties. 

As  it  happened.  Pioneer  3394  and 
many  of  its  relatives  were  highly  sen- 
sitive to  a  disease  called  gr-ay  leaf 
spot.  With  the  increasing  dominance 
of  these  especially  vulnerable  cr"op 
varieties,  the  conditions  were  right 
for  gr-ay  leaf  spot  to  become  an  epi- 
demic. And  that's  precisely  what  hap- 
pened. The  disease  marched  acr'oss 
cornfields  in  Missouri,  Iowa,  IlUnois, 
and  Indiana.  In  some  areas,  every 
cor-nfield  was  affected,  although  the 
extent  of  crop  losses  isn't  yet  known. 

Pioneer  argues  strenuously  that  it 
shouldn't  be  blamed  for  the  epidemic. 
The  company  wariied  farmers  that 
Pioneer  3394  was  susceptible  to  gray 
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At  the  NEC  Research  Institute,  you'll  run  across  some  rather  unusual  experiments.  In  one  lab,  for 
^  ^    instance,  we're  examining  the  eyes  of  a  fly  to  see  how  they  process  information.  Sure,  it  seems  strange, 

JONii  i^^i  but  the  results  could  lead  to  products  based  on  optical  transfer.  In  another  lab,  we're  using  laser  beams  to 
nsfer  data.  A  process  that  will  enable  you  to  receive  enormous  amounts  of  information  over  the  network  almost  instantaneously. 

In  the  last  ten  years  at  NEC,  we've  spent  over  $32  billion  on  research  worldwide.  A  good  investment,  when  you  consider  every 
akthrough  we've  made  in  fiber  optics,  bioelectronics,  and  artificial  intelligence  has  taken  shape  in  our  R&D  laboratories.  And  while 
ny  of  our  advances  might  seem  a  bit  far-fetched  now,  one  day  they'll  be  as  common  as,  say,  the  office  fax  machine. 

For  more  information  about  NEC,  just  call  1-800-338-9549.  SEE,  HEAR  AND  FEEL  THE  DIFFERENCE;" 

NEC 


it  our  new  web  site  at  http://www.nec.com 
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CHINA'S  HUGE 
APPETITE 

As  its  middle  class  grows,  so  does  its  need 
for  imported  food  and  farming  technology 

Charles  Shen,  a  33-year-old  Beijing  resident,  has  be- 
come a  big  fan  of  American  food  and  drink  since  he 
started  working  as  an  account  director  for  a  Western 
public-relations  firm.  He  downs  two  cans  of  Pepsi-Cola 
a  day.  He  and  his  colleagues  plot  strategy  over  Big  Macs  at 
McDonald's.  When  he  takes  his  family  out,  they  usually  head 
to  Pizza  Hut:  "It's  cozy  and  family-like."  Toss  in  some  fried 
chicken  fi-om  KFC  and  an  entree  or  two  at  the  Hard  Rock 
Cafe,  and  Shen  shells  out  $250  a  month  dining  in  restaiu-ants. 

Flush  with  new  wealth,  Shen  and  millions  of  other  mem- 
bers of  China's  middle  class  are  eschewing  simple  meals  for 
meat-laden  Chinese  and  Western-style  food.  At  the  same 
time,  rapid  industrialization  is  taking  thousands  of  acres  of 
agiicultm-al  land  out  of  production.  With  so  many  rice  paddies 
being  paved  over,  the  booming  economy — projected  to  gi'ow 
nearly  10%  annually  for  the  next  decade — has  far  outpaced 
productivity  in  the  faiTn  sector.  The  result  is  that  a  nation  of 
1.25  billion  that  has  long  preached  self-sufficiency  is  importing 
more  fai-m  commodities  than  ever  before. 

Imports  are  gi'owing  hand-in-hand  with  demand  for  basic 
ingredients  like  cooking  oil — the  stock  and  trade  of  U.  S. 
agribusiness  giants  Archer  Daniels  Midland,  Cargill,  and 
Continental  Grain.  At  the  same  time,  to  boost  production,  Chi- 
na is  trying  to  attract  U.  S.  and  European  merchants  of 
seed,  fertilizer,  and  herbicides,  such  as  Monsanto  Co.  and 
Ciba-Geigy  Ltd. 

SECURITY  ISSUE.  No  question,  China  would  rather  not  im- 
port food — especially  not  from  the  U.  S.  Pointing  out  Wash- 
ington's repeated  threat  of  sanctions,  Lu  Mai,  a  fellow  at 
the  Development  Research  Center  of  the  State  Council,  says 
the  government  wonies  about  becoming  too  reliant  on  Amer- 
ican food.  "What  if  the  U.  S.  uses  tWs  as  a  sanction?"  he  asks. 

The  outside  world,  meanwhile,  is  wonied  that  China  will 
drive  up  prices  in  international  commodity  markets  for  years 
to  come.  Chinese  authorities  insist  the  country  can  be  self- 
sufficient  if  the  w^eather  cooperates — a  big  "if  in  a  countiy 
that  recently  has  been  plagued  by  droughts  in  some  regions 
3  and  floods  in  others. 

5      But  barring  a  major  disaster,  it's  unlikely  that  China  will 
I  end  up  buying  the  w-orld's  foodstuffs  while  Bangladesh 
^  starves.  China's  creaky  infrastioicture  simply  wouldn't  allow 
I  .such  massive  shipments  of  imported  food.  But  more  impor-  j 
=  tant,  China  is  likely  to  boost  its  out- 

5  put  with  better  fertihzer,  genetics,   DINING  OUT:  Diets  of 
i  and  storage  systems.  Many  U.S.   the  Chinese  are  far 
=  agribusiness  companies  are  gearing   richer  now 
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'or  that  effort.  Since  foiTning  a  joint  venture 
1  the  Chinese  government  and  the  influential 
Dk  family  of  Hong  Kong  in  late  1993,  Ai-cher 
iels  Midland  Co.  has  committed  an  estimated 
million  to  a  seven-plant  processing  complex  in 
nghai.  Continental  Grain  Co.,  first  of  its  pecr^ 
the  market  15  years  ago  and  the  most  ad- 
;ed  U.  S.  player,  has  25  joint  ventures  ranging' 
1  feed  grain  to  poultry  processing, 
eijing  hopes  that  Western  help  will  enable  the 
million  Chinese  employed  in  agiiculture — about 
of  the  total  population — to  rev  up  productivity 
take  advantage  of  increasing  consumer  afllu- 
;  and  changing  dietary  habits.  That  task  is 
•ial  to  China's  broader  goal  of  modernizing  its 
re  economy.  "If  there  ai*en't  technological  ad- 
;es  in  the  countryside,  the  people  won't  get 
,"  says  Song  Guoqing,  an  economist  at  Beijing 
versity  who  studies  grain  prices. 
VOUS  LEADERS.  Part  of  the  problem  stems 
1  neglect:  Since  Deng  Xiaoping  came  to  pow- 
n  1978,  agi'iculture's  share  of  government  in- 
,ment  has  plunged  from  13%  to  less  than  2% 
he  nation  has  focused  on  building  basic  in- 
;ries  and  infrastructure.  Deng's  initial  success 

I  reform — the  breakup  of  collective  faiTns  into 

II  plots — boosted  production  as  individuals  took  over 
iy  managed  land.  But  production  has  since  stagnated 
ly  because  mechanized  fanning  is  useless  on  plots  the  size 
ostage  stamps. 

[oreover,  Beijing's  uneasy  hold  on  power  makes  famn  pol- 
very  risky.  "The  government  is  veiy  nervous,"  says  a 
tern  diplomat  in  China.  "A  lot  of  dynasties  have  been 
ight  dovra  because  of  the  failui'e  of  a  rice  crop."  Already, 
sluggish  performance  of  the  agincultural  sector  has  helped 
1  more  than  100  million  peasants  with  little  to  do  in  the 
itryside  flocking  to  the  cities.  The  government's  biggest 
is  that  this  floating  population  might  join  in  antigovern- 
it  protests  with  disgruntled  city 
Hers  angered  by  rising  inflation  and 
uployment. 

0  keep  urban  residents  content,  the 
srnment  is  fighting  inflation  by  main- 
ing  an  artificially  low  price  for  gi-ain — 

1  though  that  policy  is  causing  peasants 
witch  from  rice,  wheat,  and  corn  to 
e  lucrative  crops  such  as  fruits  and 
^tables.  "It's  very  hard  to  keep  fanners 
he  grain  business,"  says  Lu.  "If  they 
3  the  chance,  they  will  switch  the  land 
ther  uses." 

Western  agribusiness  faces  different 
)lems.  The  narrow  margins  of  agribusi- 
;  don't  always  excite  Chinese  part- 
; — who  can  get  30%  returns  making 
ikers,  toys,  and  CDs.  And  theft  of  tech- 
gy  is  an  issue:  "The  laws  aren't  on  the 
s,"  complains  Thomas  N.  Urban,  chaii-- 

of  Pioneer  Hi-Bred  International  Inc., 

fears  Chinese  knockoffs  of  Pioneer 
5red's  precious  seeds, 
thers  familial"  vrith  China  have  learned 
:!cept  such  difficulties  as  part  of  doing 
ness  in  the  world's  largest  country, 
santo  Co.  has  seen  its  Roundup  herbi- 
vridely  copied  in  China.  But  Arnold  W. 
aid,  president  of  Monsanto's  crop  pro- 
on  unit,  says  the  company  is  uncon- 
ed.  "If  China  were  really  on  a  mis- 
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sion  to  steal,  they  could  pii-ate  il,"  Donald  says. 
"This  whole  idea  of  protection  is  something  of  an 
illusion."  Monsanto  has  announced  plans  for  a 
farm-chemical  plant  in  China. 
Even  so,  most  American  companies  are  not  as  comfortable 
in  China  as  Asian  rivals.  Thailand's  CP  Group — a  favorite 
joint-venture  partner — is  planning  to  invest  heavily  in  Chi- 
nese agribusiness.  Other  Asian  companies  run  by  overseas 
Chinese  have  parlayed  superior  knowledge  of  the  market 
into  impressive  food  businesses.  Europeans  have  a  share  as 
well:  Peter  Schaetzle  of  Switzerland's  Ciba-Geigy,  which  is 
spending  $40  million  to  build  two  pesticide  plants  in  China, 
says  his  U.  S.  competitors  lack  the  patience  to  build  a  busi- 
ness: "The  short-range,  quarter-to-quarter  thinking  of  U.  S. 
companies  makes  investing  in  Chinese  agriculture  particu- 
larly unattractive,"  he  says. 

Partly  because  of  the  foreign  role,  Chi- 
na's food  output  should  improve  over  time. 
Yields  will  no  longer  be  constrained  once 
properly  balanced  fertilizer  and  soil-test- 
ing become  widespread.  Improved  storage 
and  handling  facilities  eventually  vrill  save 
tons  of  gi-ain  that  spoil  today.  Another  po- 
tential productivity  boon:  genetics.  Seed 
that  is  resistant  to  pests  such  as  Asian 
corn  borers  could  help  China,  but  it  won't 
arrive  until  intellectual-property  concerns 
are  satisfied.  Fanners  would  also  be  helped 
if  the  government  allowed  them  to  buy 
and  rent  land  to  their  hearts'  content.  But 
Beijing  University's  Song  doesn't  expect 
that  to  happen  fully  for  at  least  a  decade. 

That  means  that  there  vdll  probably  be 
many  more  years  when  Chinese  farmers 
are  unable  to  satisiy  increasing  demand. 
Even  so,  over  the  long  inn,  there's  reason 
to  believe  that  China  will  make  progi'ess 
feeding  itself  and  that  the  worst-case  sce- 
narios won't  explode  in  world  markets.  As 
foreign  agiibusiness  makes  greater  im'oads 
into  China  and  Chinese  agriculture  im- 
proves, the  fast  food  favored  by  Chinese 
such  as  Charles  Shen  wiU  be  increasingly 
homegi'own. 

By  Dexter  Roberts  in  Beijing  and  Dave 
Lindorff  in  Guangzhou,  with  Greg  Bums 
in  Chicago 
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racle  is  growing  at  a  phenomenal 
te.  We  need  systems  that  can  stay 
ead  of  us,  and  oia- first  AlphaServer 
ts  were  incredible.  We  war  floored, 
was  a  purchase  decision  that  made 
elf" 

rence  ).  Ellison 
:le  Chairman  &  CEO 


WE  WERE 
FLOOREDl 


"Better,  faster,  cheaper.  Those  are  my 
favorite  words,  and  the  AlphaServer 
systems  are  delivering  on  all  counts. 
They've  given  our  financial  systems 
the  added  capacity  and performance 
we  needed.  We're  extremely  pleased." 

Jeffrey  Henley 

Oracle  CFO  &  Executive  VP 


"To  install  a  totally  new  e-mail 
system  for  hundreds  of  users 
over  a  weekend  and  have  it 

just  run,  our  AlphaServer  con- 
version ivas  the  smoothest  we 
ever  saw.  It's  now  supporting 
thousands  of  users!' 


Gerald  J.  Corvino 
Oracle  CIO  &  Sr.  VP 


Management 


EDUCATION 


HARVARD  B-SCHOOL'S 
PROFESSOR  FIXIT 

Kim  Clark,  the  ultimate 
insider,  is  fast  bringing 
the  celebrated  school  of 
management  up  to  speed 


Within  a  week  of  moving 
into  his  spacious  new  oiBce 
in  Morgan  Hall  last  fall, 
Harvard  business  school 
Dean  Kim  B.  Clark  dis- 
patched his  first  message 
to  the  faculty — via  electronic  mail. 

The  note  raised  eyebrows  not  neces- 
saiily  because  of  what  it  said — that  Clai-k 
was  launching  a  new  technology  initia- 
tive— but  because  his  predecessor  had 
never  used  E-mail.  Indeed,  even  after 
Harvard  encouraged  mbas  to  communi- 
cate via  computer,  foiTner  Dean  John  H. 
McAithui'  had  refused  to  get  an  E-mail 
adch'ess  because  he  didn't  want  students 
to  inundate  him  with  messages. 

Eight  months  into  his  new  job  as 
dean,  the  47-year-old  Clark  is  not  only 
creating  a  new  open  culture,  but  he's 
also  using  technology  to  remake  the 
world's  most  influential  business  school. 
So  far,  he's  suiprising  both  insiders  and 
outsiders  with  how  rapidly  he's  bringing 
change  to  an  institution  that  reveres 
tradition  and  ritual. 

INSULAR.  It's  about  time.  In  recent  yeai-s, 
many  critics  have  argued  that  Harvard 
B-school,  like  so  many  U.S.  corporate 
giants,  was  increasingly  out  of  step  with 
fast-moving  changes  in  the  business 
world — changes  that  nimbler  B-schools 
were  leaping  to  address.  With  infonna- 
tion  technology  playing  a  more  centi'al 
role  in  the  economy,  the  only  computer 
lab  for  students  was  closed  in  1998.  With 
corporations  operating  on  a  global  stage. 
Harvard  remained  startlingly  insular: 
Just  10%  of  all  case  studies  involved  in- 
ternational business.  And  in  an  era  when 
foiward-thinking  managers  were  flatten- 
ing hierarchies  and  fostering  teamwork, 
America's  high  church  of  management 
education  remained  a  sclei'otic  bureau- 
cracy that  seemed  to  do  evei-}'thing  in  its 
power  to  promote  rivalry  rather  than 
cooperation  among  its  students 


Thr-ough  it  all,  it's  tr-ue,  Harvar-d's 
prestige  r-emained  high:  This  year*,  a 
r-ecord  7,800  applicants  are  vying  for 
just  880  seats  in  the  class,  and  87%  of 
those  accepted  will  attend,  the  highest 
"yield  rate"  in  business  education.  But 
the  B-school  was  cleariy  a  fading  icon, 
losing  gr-ound  to  the  likes  of  Stanford, 
Wharton,  and  Kellogg.  Two  year's  ago,  it 
fell  to  No.  5  in  business  week's  bienni- 
al survey — its  lowest  r-anking  ever. 

When  University  President  Neil  L. 
Rudenstine  named  Clar-k  dean  last  Se{> 
tember',  some  obser-vers  thought  the  re- 
served and  methodical  pr'ofessor  would 
move  slowly.  Others  saw  Clar'k,  who  had 
spent  25  year-s  at  Har-\'ard  as  a  student 
and  professor;  as  too  much  of  an  insider 
to  shake  tilings  up. 

By  all  accoimts,  though, 
the  tall,  youthful  Clark 
has  moved  forcefully  to 
bring  the  business  school 
up  to  speed.  He  has  in- 
vested $11  million  in  a 
high-tech  initiative  that 
promises  to  tr-ansform 
the  school  and  establish 
it  as  a  leader  in  infor-- 
mation  technology.  Al- 
r-eady,  92%  of  exams  are 
conducted  on  computers, 
and  the  school  is  using 


has  been  pumping  up  the  intematior| 
content  of  Har-vard's  coursework.  Nc 
30%  of  all  case  studies  involve  inter 
tional  business.  Mor-e  classes  ar-e  teaj 
taught  by  faculty  fr"om  differ-ent  disj 
plines,  and  ther-e  are  more  groj 
exei'cises  to  help  students  develop  tea 
wor'k  and  leader-ship  skills.  As  recently! 
thr-ee  year-s  ago,  some  mbas  complain! 
that  they  participated  in  just  thr-ee  gro| 
assignments  over  two  years.  Studer 
now  say  they  have  as  many  as  t^ 
dozen  team  projects  the  fir-st  year. 

To  help  spur  such  innovations  a] 
speed  decision-making,  Clark  has 
centi-alized  authority,  ditching  comr 
tees  and  task  for-ces  wher-e  proposJ 
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to  recreate  its  trade- 
mark, the  case-stud v    }  'ACADEMIC  SPECIALTIE 


method.  The  goal:  to 
pump  out  500  online 

cases  over  the  next    i  "luubrries  incliiriin  '    "' 

five  years.  If  Harvar-d    ,  and  computers 
succeeds,  it  will  tr-ans  ' 
form  the  way  busi- 
ness is  studied  in  B- 
school  and  corporate 
classrooms  around 
the  wor-ld,  because 
last  year  alone  it 
sold  4.8  million  case 
studies  to  outsider-s. 

At    the  same 
time,  Clar-k  is  mak 
ing  critical  alter- 
ations in  the  mba 
curriculum.  He 
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n  languished  for  months  or  years. 
I  he  has  mounted  an  all-out  attack 
igid  rules — one  of  which  prohibited 
Ity  from  ordering  Post-it  notes  in 
color  other  than  yellow, 
ilark  is  even  changing  the  way  the 
)ol  screens  applicants.  Reversing  a 
sion  made  by  Mc Arthur  11  years 
he  is  again  requiring  the  Graduate 
lagement  Admission  Test  (gmat).  Un- 
fire  for  churning  out  investment 
kers  and  consultants.  Harvard  had 
)ped  the  test,  which  measiu'es  ana- 
:al  skills,  in  the  belief  that  it  favored 
lents  who  would  choose  those  ca- 
's.  But  graduates  continued  to  shun 
porate  America,  while  the  school  lost 
!y  tool  for  gauging  apphcants. 
Jthough  many  of  these  moves  will 
ely  bring  Harvard  abreast  of  corn- 
tors,  Clark  is  winning  plaudits  for 
5  and  content.  "Neil  Rudenstine  hit  a 
le  run  in  picking  this  guy,"  says 
mas  S.  Murphy,  retu'ed  chairman  of 
ital  Cities/ABC  Inc.  and  head  of  Har- 
vard's visiting  com- 
««-..*^_  mittee.  "Kim 
knows  exactly 
where  he 


wants  to  go  and  how  he  is  going  to  get 
there."  Rivals,  too,  have  good  things  to 
say.  "He's  a  scholar,  a  dedicated  teacher, 
and  a  people  person,"  says  Michael 
Spence,  dean  of  Stanford  University's 
School  of  Business.  "And  he's  moving 
decisively." 


"Kim  knows  exactly  where 
he  wants  to  go  and  how  he 
is  going  to  get  there" 
THOMAS  MURPHY 

Retired  Chairman 
Capital  Cities/ABC  Inc. 


Even  the  B-school  faculty — perhaps 
the  largest  single  conglomeration  of  out- 
sized  egos  and  intellects  anywhere  in 
business — is  applauding.  "Kim  under- 
stands technology  and  its  power  like 
few  people  do,  and  he  is  catapulting  us 
into  the  future  with  it,"  says  Michael 
Jensen,  a  professor  who  heads  the  or- 
ganizations and  markets  gi'oup. 

Acknowledging  that  "some  things 


needed  to  be  changed,"  Rudenstine  says 
Clai'k,  an  insider  who  never  held  a  lead- 
ership position,  was  the  ideal  person  for 
the  job.  "He  was  not  invested  in  making 
lots  of  the  earlier  administi'ative  deci- 
sions," says  Rudenstine.  "Yet  he  was  in  a 
good  position  to  understand  what  had 
to  be  done." 

In  many  ways,  Clark's  background 
breaks  the  Harvard  mold.  Bom  in  Salt 
Lake  City,  the  oldest  of  three  children, 
Clark  grew  up  in  a  devout  MoiTnon  en- 
vironment. His  mother,  Helen,  enrolled 
him  at  age  5  in  weekly  three-hour  elo- 
cution lessons.  For  four  years,  he  mem- 
orized passages  of  Scripture  and  poetry 
for  dramatic  readings.  "She  was  really 
ambitious  for  me,"  Clark  says  of  his 
mother.  "She  said:  'This  is  something 
that  will  help  you  thi-oughout  your  life.' " 
EPIPHANY.  At  Joel  E.  Penis  High  School 
in  Spokane,  Wash.,  where  the  family 
moved  when  he  was  11,  Clark  was  no 
standout.  He  earned  a  mix  of  As  and 
Bs,  and  lettered  in  baseball  and  basket- 
ball. In  1967,  Clark  headed  east  to  Har- 
vard as  a  pre-med  student — a  move  that 
proved  a  near-disaster.  Ovei-whelmed  by 
the  grinding  curriculum,  he  stumbled 
thi'ough  the  year,  his  best  gi"ade  a  B  in 
chemistry.  "It  was  a  real  downer,"  he 
says.  "I  was  homesick.  I  was  miserable." 

But  he  found  a  gTaceful  way  out.  He 
decided  to  fulfill  his  obligation  to  serve 
as  a  missionaiy  for  the  Monnon  Chm'ch. 
Spreading  the  church's  gospel  in  Ger- 
many gave  him  a  taste  for  teaching. 
After  two  years  abroad,  he  em-olled  at 
Utah's  Brigham  Young  University, 
where  he  met  Sue  Hunt  and  within  a 
month  became  engaged.  They  wed  in 
1971,  and  soon  after,  he  went  back  to 
Hai-vard  as  an  economics  major 

This  time,  Clai'k  won  the  department 
piTze  for  best  honor's  thesis  and  gimluat- 
ed  magna  cum  laude,  with  highest  honors 
in  economics.  He  went  on  to  earn  a  mas- 
ter's and  doctorate  degrees  before  cross- 
ing the  Chai'les  River  and  joining  the 
business  school's  technology,  oper-ations, 
and  management  (tom)  gr-oup  in  1978. 

Clai'k  had  been  turned  on  to  man- 
agement while  still  a  master-'s  .student 
by  John  T.  Dunlop,  a  pr'ofessor  of  eco- 
nomics. Reviewing  Dunlop's  vast  pr'o- 
pi'ietary  data  on  the  cement  industry, 
Clark  had  an  unlikely  epiphany  when 
he  discovered  that  one  plant  in  Texas 
was  70%  mor"e  productive  than  another, 
nearly  identical  one.  The  difference,  he 
figured  out,  was  management.  "It 
was  one  of  those  life-changing  events," 
Glar'k  says.  "Nothing  that  I  studied 

MOVER  AND  SHAKER:  Clark  is  cutting 
red  tape  while  investing  in  technology 


BUSINESS  WEEK  /  MAY  20,  1996  91 


Management 


in  economics  prepared  me  for  it." 

On  joining  the  tom  faculty,  Clark 
was  immediately  tagged  as  a  profes- 
sor with  huge  potential.  "He  was  ter- 
ribly bright  and  curious  about  every- 
thing," says  Robert  H.  Hayes,  who 
hired  Clark  and  is  now  a  senior  associ- 
ate dean.  As  a  teacher,  Clark  was  a 
beUever  in  teamwork  and  hands-on  ex- 
ercises. In  the  early  '90s,  while  teach- 
ing a  second-year  course.  Managing 
Technology,  he  was  approached  by  an 
alumna,  Jeneanne  Marshall 
Rae,  who  suggested  that  a 
product-design  effort  be  part 
of  the  class.  Within  six  weeks, 
Clark  created  an  exercise  in 
which  students  designed  and 
developed  mock  products.  He 
made  it  the  centerpiece  of  the 
course.  "Usually  people  just  sit 
on  things  for  a  while,  but  he 
was  just  gangbusters,"  says 
Rae. 

INFORMATION  AGE.  After  Clark 
was  named  chair  of  the  TOM 
group  in  1990,  he  soon  found 
himself  frustrated  by  the  B- 
school's  slow-moving  bureau- 
cracy. A  couple  of  years  ago, 
for  example,  the  group,  which 
had  created  its  own  computer 
lab  and  network,  wanted  to  be 
hooked  up  to  the  Internet. 
"Then  we  discovered  there  was 
a  committee  responsible  for  fig- 


gets  of  most  gi'aduate  B-schools — has 
astounded  observers.  "It's  just  incredi- 
ble for  a  school  to  spend  $11  million  on 
anything  in  six  months,"  says  David 
Blake,  president-elect  of  the  American 
Assembly  of  Collegiate  Schools  of  Busi- 
ness. "But  it's  one  thing  to  get  com- 
puters around  the  place,"  Blake  adds. 
"It's  another  to  use  them  in  an  innova- 
tive way." 

In  fact,  Clark  hasn't  simply  opened 
the  school's  hefty  checkbook.  He  is  using 

KIM  GURK'S  AGENDA 


Since  taking  over  as  dean,  Clark  has  moved  swiftly  to 
remake  Harvard  business  school. 

Accomplishments 

•  Launched  $11  million  technology  initiative 


•  Pushed  more  authority  down  to  key  faculty  and 
away  from  senior  associate  deans  to  speed  decisions 

•  Installed  colleagues  more  responsive  to  students 
and  made  himself  accessible 


•  Implemented  "Foundations"  curriculum — 2 '/2  weeks 
of  case  studies,  lectures,  and  simulations  to  prepare 


can  deliver  digital  video  on  the  deskto| 
Many  other  schools  have  more  con 
puters  or  are  using  technology  differenjj 
ly.  Carnegie  Mellon  University's  busine^ 
school,  with  a  quarter  as  many  student! 
boasts  12  computer  labs  with  150  mJ 
chines.  MIT's  Sloan  School  has  a  $3  millici 
computerized  trading  room — the  equf 
of  anything  on  Wall  Street — ^that  enabh 
students  to  analyze  market  data  and  te 
trading  strategies.  Wharton  has  one 
the  most  advanced  Web  sites  for  corp 
rate  recruiters  and  alumni.  B 
no  other  B-school  dean  has  a 
ticulated  a  vision  of  using  tec 
nology  as  a  tool  of  reinventi( 
as  Clark  has. 

ON  THE  CASE.  A  harbinger 
how  Harvai'd  plans  to  capital! 
on   its   investment  can 
gHmpsed  in  Developing,  Ma 
aging,  and  Improving  Oper  je 
tions,  the  fii-st  paperless  class 
the  school's  history.  Studen  U 
can  use  the  Web  to  access  , 
of  the  course's  teaching  mate  Ssfl 
als,  including  class  scheduk  "iii 
case    studies,    supplement  p 


,    ,    .    r  readings,   assignments,  ai 

students  for  program   ^^.^^^^-^^  ^^^J  ^^^^^ 

•  Restored  use  of  the  Graduate  Management  Admis- 
sions Test  (GMAT)  after  11-year  hiatus 


•  Launched  shorter  16-month  MBA  option  in  January 

Still  Ahead 


class,  David  M.  Upton,  a  gun  ^ 
ho,  young  prof  who  is  amo:  I  i 
the  leaders  of  the  technolo:  add 
initiative,  puts  up  his  slides  i  » 


students  to  download.  Harva 


claims  that  within  a  year,  eve  Coi 


uiing  out  what  a  Hai-vard  busi-    mba  coui'se  will  be  onhne. 


ness  school  home  page  should 
look  hke  on  the  Intemet,"  he 
says.  "There  were  lots  of  mem- 
os, meetings,  and  debates  on 
what  typeface  should  be  on  the 
home  page." 

Once  he  became  dean,  Clai'k 
vowed  to  cut  the  red  tape.  He 
eliminated  the  top-heavy  struc- 
ture Mc Arthur  had  ci'eated, 
shifting  power  away  from  the 
senior  associate  deans  and 
pushing  authority  down  to  the  heads  of 
the  school's  12  academic  units. 

At  the  time,  the  school  was  on  the 
verge  of  outsourcing  its  entire  infonna- 
tion-systems  network  to  IBM.  But  Clark 
balked  at  handing  it  off  to  an  outside 
vendor.  Having  spent  the  better  part  of 
15  years  studying  how  organizations  can 
effectively  manage  technology,  he  saw 
it  as  a  way  to  launch  what  he  calls  "a 
profound  transformation"  of  the  school. 

Clark's  decision  to  invest  nearly  $11 
million — far  more  than  the  annual  bud- 


Begin  aggressive  recruiting  effort  to  replace  one 
third  of  tenured  faculty  over  next  five  years 


•  Create  500  electronic  case  studies  over  five  years 

•  Use  technology  to  transform  library,  revamp  place- 
ment and  admissions,  and  better  link  alumni 

•  Forge  ties  with  other  Harvard  University  schools  to 
emphasize  interdisciplinary  programs  in  health  care 
and  nonprofit  management 

DATA  BUSINESSWEEK 


technology  to  create  a  greater  sense  of 
community  among  the  1,704  mba  stu- 
dents, 174  faculty,  and  500  staffers  and 
to  reaffirm  Harvard's  commitment  to 
the  case-study  approach.  The  B-school 
now  has  a  new  info  infrastracture  with 
a  single  campuswide  E-mail  system  that 
is  fully  compatible  with  the  Intemet. 
And  Clark  has  put  new  computers  on 
the  desks  of  most  faculty  and  staff  and 
built  a  state-of-the-art  computer  lab 
with  six  desktop  publishing  stations  and 
100  Macintosh  and  ibm  computers  that 


Upton  also  has  develop 
Harvard's  first  electronic  ca  Joioj 
study  for  MB  As.  Based  on  a  B  p 
jing  Pacific  Dunlop  Textiles  L 
sock-maMng  factoiy  in  China,  Iftiit 
illuminates  how  Harvard  pis  isoi 
to  use  multimedia  to  develfilatic 
and  teach  case  studies.  With 
click  of  a  mouse,  students 
view  videos  of  executives  dir; 
cussing  the  troubled  Beiji 
company    or    examine  k 
processes  inside  the  noisy  plant 
dents  can  also  use  an  online  simulation 
see  how  changing  production  schedu 
will  affect  the  plant's  revenues,  inventc  te, 
and  costs.  Says  Upton:  "This  will  help 
make  the  case  method  more  relev; 
than  ever." 

F.  Wairen  McFai'lan,  a  senior  assod 
dean  who  is  overseeing  the  technok 
transformation,  envisions  Harvard  pr  m 
routinely  lugging  video  equipment  ak 
on  reseai'ch  trips.  He  expects  to  deve 
100  paperless  cases  in  each  of  the  n  il 


Now  the  B-school  has  a  state-of-the-art  computer  lab  ai 
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years.  McFarlan  believes  he  can  cre- 
Jiese  electronic  cases  for  an  average 
55,000,  only  15%  more  than  the  typi- 
:ost  of  a  paper  case, 
lark's  high-tech  focus  wiU  extend  well 
)nd  the  classroom,  promising  to 
ige  every  aspect  of  the  business 
ol,  from  the  way  it  runs  Baker  Li- 
y  to  how  it  Unks  up  with  its  rich 
powerful  alumni.  Next  year,  all  en- 
ig  students  will  receive  lifelong  E- 
addresses  intended  to  link  them  vwth 
another  during  their  school  years 
let  them  stay  in  touch  after  gi-adua- 

Corporate  recruiters  will  be  able  to 
ch  a  database  of  upcoming  gi-ads. 
5E  OF  BELONGING.  Looking  beyond 
nology,  Clark  is  implementing  major 
iges  in  the  mba  curriculum — the  re- 
of  a  three-year  review  begun  under 
Lrthur  in  1992.  While  the  faculty 
d  some  of  the  more  radical  recom- 
dations,  it  approved  several  dra- 
ic  alterations.  So  far,  these  have  had 
r  greatest  impact  on  the  so-called 
lary  cohort,  the  class  of  253  students 

enrolled  in  January  for  a  new, 
■ter  16-month  program  that  elimi- 
s  time  for  a  simnmer  internship, 
he  new  option  began  with  "Founda- 
i,"  two  and  a  half  weeks  of  lectures, 
3cts,  and  case  studies  in  quantitative 
aods,  leadership,  ethics,  and  busi- 

history.  To  foster  a  sense  of  be- 
ing, the  new  students  were  divided 
groups  of  16,  which  were  reshuffled 
ughout  the  exercises.  The  B-school 
•oviding  Foundations  on  a  pass/fail 
;  to  ease  new  students  into  its  com- 
,ive  culture,  long  reinforced  by  a 
id  grading  curve.  The  Foundations 


NEW  TOOLS:  McFarlan  oversees  the 
B-school's  technology  initiative 

innovations  will  be  rolled  out  to  all  en- 
tering students  this  fall. 

Early  reviews  ai"e  positive.  Observes 
one  member  of  the  January  cohort,  for- 
mer McKinsey  &  Co.  analyst  Sumir 
Chadha:  "You  get  a  sense  that  all  the 
professors  are  talking  to  each  other 
now.  They  know  what  the  other  pro- 

HOW  HARVARD  STACKS  UP 

With  the  largest  endowment  and  annual  budget 
of  any  business  school,  Harvard  has  trem  endous 
advantages  over  rivals 


SCHOOL 


ANNUAL*    ENDOWMENT*  ANNUAL  TUITION    APPLICANTS  FULL-TIME 


BUDGET 

AND  FEES 

ACCEPTED 

ENROLLMENT 

HARVARD  $195.0 

$545.0 

$26,320 

14% 

1,704 

WHARTON  133.5 

196.0 

22,228 

17 

1,523 

NORTHWESTERN  75.0 

157.0 

21,774 

15 

1,200 

CHICAGO  70.0 

75.3 

22,669 

27 

1,316 

STANFORD  46.5 

189.0 

22,215 

9 

746 

*ln  millions 

DATA 
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fessors  are  teaching  every  day,  and 
there's  more  integration  of  the  coui'ses." 

As  part  of  the  B-school's  new  open- 
ness, Clark's  administration  is  seeking 
students'  views  on  eveiy  aspect  of  the 
program.  Clark  has  named  Steven  C. 
Wheelwright  chair  of  the  mba  program 
and  chai'ged  him  vrith  seeing  to  it  that 
the  administration  no  longer  tiu'ned  a 
deaf  eai-  to  students'  concerns.  In  addition 
to  making  himself  available  via  the  Net, 
Clark  has  held  many  dinners  and  meet- 
ings with  students.  "It's  not  just  Dean 


Clai'k  who  is  more  accessible,"  says  mba 
student  RUla  Delorier.  "His  other  admin- 
istrators have  become  more  visible  and 
more  approachable." 

There  have  been  some  bumps,  of 
course.  When  the  school  announced  the 
resumption  of  the  gmat  requirement  last 
month,  some  mbas  groused  that  they 
had  not  been  consulted.  "We  have  a  lot 
of  skin  in  the  game,"  says  Paul  D.  Con- 
forti,  a  first-year  student.  "We're  ma- 
jor stakeholders  and 
want  to  give  our 
opinions." 

What  of  the  fu- 
ture? Because  one- 
third  of  the  school's 
tenured  professors 
vdll  be  retiiing  over 
the  next  five  years, 
Clark  has  an  extra- 
ordinary opportuni- 
ty to  remake  the 
faculty.  He  expects 
to  reach  out  to  Har- 
vard's medical  and 
government  schools 
to  create  new  pro- 
grams in  health  and  nonprofit  manage- 
ment. And  he  plans  further  innovations 
in  the  curriculum,  putting  more  field 
projects  and  interdisciphnary  teaching 
into  courses.  "We've  just  barely 
scratched  the  surface,"  says  Clark. 

True  transformation,  of  course,  does- 
n't come  easily.  But  Clark  is  off  to  a 
fast  start  at  an  organization  that  has 
long  resisted  change.  The  faculty  can 
be  sure  that  it  will  receive  lots  of  E- 
mail  from  this  dean  in  the  future. 

By  John  A.  Byrne  in  Boston 


e,  campuswide  E-mail  system  linked  to  the  Internet 
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Finance 


DEALMAKERS 


REAPING  THE  REWARDS 
OF  FRIENDLY  PERSUASION 


How  Dick  Blum  coaxes  stunning  returns  from  obscure  and  ailing  companies 


n 

3! 


Last  Septembei',  Richard  C.  Blum 
turned  60.  Joining  in  the  celebra- 
tion was  an  odd  mix  of  personali- 
ties, including  Bill  Clinton  and 
Jimmy  Carter,  actors  Sharon  Stone  and 
Roger  Moore,  China's  President  Jiang 
Zemin  and  the  Dalai  Lama. 

Hardly  the  kind  of  company  you'd 
expect  a  stodgy  money  manager  to  be 
keeping.  But  Blum,  who  is  6  foot  5  and 
wears  size  15  shoes,  is  not  your  typical 
money  manager.  The  San  Franciscan 
led  the  fij'st  Chinese-authorized  expedi- 
tion up  the  eastern  face  of  Moimt  Ever- 
est in  1981.  Two  years  before,  he  found- 
ed the  American  Himalayan  Foimdation, 
which  helps  the  region  with  issues  such 
as  health  care  and  the  environment. 

A  self-proclaimed  poUtical  junkie  and 
a  major  Democratic  fund-raiser,  Blum 
is  also  half  of  one  of  the  more  intriguing 
power  couples  around.  His  wife  of  16 
years  is  California  Senator  Dianne 
Feinstein.  "He's  not  one  of  those  com- 
puter nei'ds  who  sits  around  and  works 
on  models  all  day  long,"  says  Blum's 
friend  Gaiy  L.  Wilson,  co-chainnan  of 
Northwest  Airlines  Inc.,  Blum's  largest 
investment.  "He's  out  in  the  real  world." 
DIFFERENT  PATH.  To  some,  that's  the 
secret  behind  Richard  C.  Blum  &  Asso- 
ciates (rcba),  Blum's  asset  management 
firm  with  $800  million  invested  in  about 
14  pubHc  companies  and  private  deals. 
Instead  of  following  the  whims  of  Wall 
Street,  rcba  pursues  its  own  off-the- 
beaten  path.  After  doing  exhaustive  due 
diligence,  it  takes  global 
stakes-on  average  appeal:  Blum 

m  midsize  companies  /o^^f^^f^  the 
that  tend  to  be  rather  j^fyigyican 
obscure,  often  troubled, 
and  undervalued.  The 
firm  has  a  knack  for 
identifying  weaknesses.  Then,  over  a 
period  of  months  or  years  it  will  coax 
management  to  adopt  its  usually  elabo- 
rate recipe  for  change.  "The  power  of 
our  ideas  carries  it,"  says  N.  Colin  Lind, 
a  managing  director.  "If  it  makes  good 
economic  sense,  it's  hard  [for  manage- 
ment] to  refute." 


Himalayan 
Foundation 


At  timt  -  also  benefits  from  his 

blue-chip  ties.  His  personal  relationship 
with  Wilson,  for  instance,  was  one  rea- 
son he  sank  $100  million  into  the  1989 
buyout  of  Northwest  Aii'lines.  But  Blum 
is  careful  to  avoid  potential  conflicts  of 
interest  due  to  his  wife's  prominence. 
His  firm  refuses  to  manage  money  for 


any  state-nin  organization  in  CaUfoii. 
or  to  do  any  deals  involving  the  st 
government.  "We  bend  over  backw 
not  to  have  any  of  the  political  conti 
relate  to  our  activities  either  dome 
cally  or  inter-nationally,"  says  Blum 
The  firm's  approach  has  paid  ofi 
racked  up  a  stunning  63%  returr 


h 

(in 
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5,  in  large  pait  because  of  gains  in 
-thwest  Airlines.  That  made  rcba 
best  money-management  firm  in  the 
-cap  equity  value  category,  according 
Nelson  Publications.  Over  the  last 
ie  years,  the  22-person  firm  aver- 
d  annual  returns  of  34%,  compared 
[i  a  median  of  14%  for  money  man- 
rs  surveyed  by  Money  Manager  Re- 
V.  These  results  have  attracted  such 
^stors  as  BankAmerica  Corp.  and 
rrill  Lynch  &  Co.,  as  well  as 
^amillionaires  Gordon  Getty  and 
)ert  M.  Bass.  "Their  performance 
been  outstanding,"  says  Peter  Walk- 
)f  Money  Manager  Reoiew. 
Tiat  has  afforded  Blum  and  his  part- 

BLUM'S  FAR-FLUNG 
INVESTMENTS... 


COMPANY  NAME 


NORTHWEST  AIRLINES 

$300 

NATIONAL  EDUCATION 

47 

MCKESSON 

36 

KINETIC  CONCEPTS 

32 

TCA  CABLE  TV 

32 

BANKAMERICA 

31 

DEXTER 

31 

HORACE  MANN  EDUCATORS 

28 

W.R.  BERKLEY 

27 

SMITH  INTERNATIONAL 

24 

URS 

18 

PLAYTEX  PRODUCTS 

12 

TRIAD  SYSTEMS 

12 

TEKTRONIX 

9 

Former  Goldman,  Sachs  &  Co.  banker 
Alexander  Dean,  31,  svdms  regularly  in 
the  chilly  San  Francisco  Bay — without 
a  wet  suit.  Jeffi-ey  W.  Ubben,  34,  a  for- 
mer Fidelity  money  manager,  usually 
reads  annual  reports  in  the  bathi'oom. 

Blum's  social  views  are  unusual  for  a 
money  manager.  He  passed  on  picking 
up  a  piece  of  the  giant  rjr  Nabisco  Inc. 
buyout  because  he  shuns  cigarette  com- 
panies. And  he  won't  put  money  in  casi- 
no stocks.  "I'm  sure  I've  missed  some 
opportunities,"  says  Blum.  "But  you 
don't  need  to  go  into  businesses  that 
have  questionable  social  values  or  don't 
promote  the  right  kind  of  environment." 
He  sees  education  as  a  critical  issue. 
He   personally   funded  the 
schooling  of  numerous  children 
in  the  Himalayan  region,  in- 
cluding one  woman  he  put 
thi-ough  dental  school  in  Cana- 
da. His  interest  in  education 
attracted  him  to  investments 
such  as  National  Education  in 
Irvine,  Calif.,  a  leader  in  adult 
education  and  corporate  train- 
ing, and  Horace  Mann  Educa- 
tors in  Springfield,  111.,  a  seller 
of  insurance  to  teachers. 
CLOUT.  At  National  Education, 


CURRENT 
MARKH  VALUE* 

(MILLIONS) 


ing  the  company  out  of  tradi- 
tional publishing  into  multi- 
media education  materials  and 
believed  the  company's  man- 
agement lacked  the  vision  to 
do  it.  As  the  largest  share- 
holder and  a  board  member, 
Blum  had  the  clout  to  recmt  a 


*As  of  May  2, 1996 
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...HAVE  CHALKED 
UP  BIG  GAINS 
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DATA:  NELSON  PUBLICATIONS 


i  lifestyles  few  could  match.  Blum, 
example,  ovras  five  homes  in  locales 
ar-flung  as  Washington,  D.  C,  and 
lai,  Hawaii.  Like  Blum,  the  firm's 
e  other  pi-incipals  are,  well,  different, 
i,  a  40-year-old  fornner  ventm-e  capi- 
t,  flies  a  1959  Swiss  militaiy  aircraft 
tops  and  rolls  during  his  spare  time. 


in  technology.  "The  only  way 
to  leapfrog  the  company  into 
the  21st  century  was  to  bring 
somebody  out  of  the  world  of 
technology,"  says  Blum. 

The  investment  has  been  a 
success.  In  1991,  rcba  invest- 
ed $20  million  in  5  million 
shares  of  stock  at  4  a  share, 
down  from  31.  Last  month, 
RCBA  sold  2  million  shares  for 
$26  million.  The  remaining  3 
million  shares  are  now  worth 
$47  million,  and  National  Edu- 
cation is  trading  at  16.  rcba 
"kept  the  company  aUve,"  says 
investment  banker  Stephen  D. 
Weira-ess.  Adds  National  Edu- 
cation ceo  Sam  Yao:  "They  are 
not  just  shai'eholders.  They  ai'e 
agents  for  change." 

Tektronix  Inc.,  a  $1.5  billion  technology 
company  in  Wilsonville,  Ore.,  is  another 
example  of  Blum's  money-management 
style,  dubbed  strategic  block  investing. 
After  taking  a  less  than  5%  stake  in  Tfek- 
tronix,  rcba  presented  management  with 
a  15-page  restructuring  plan  backed  up 


by  45  pages  of  financial  models.  The 
problem,  argued  rcba,  was  that  the  com- 
pany had  too  much  real  estate  and  in- 
ventoiy.  "It  looked  like  an  overfatted  leg 
of  laml3,"  says  Lind.  "The  more  we  met 
with  management,  the  more  we  were 
convinced  we  could  double  operating  mai- 
gins  without  moving  the  sales  line  an 
inch."  The  company  took  a  restructur- 
ing chai'ge  of  $150  million  and  ultimately 
increased  operating  margins  70%  after 
consolidating  factories  and  laying  off 
workers.  "They  imderstood  our  company 
very  well  and  we  sought  their  advice," 
says  Tektronix  ceo  Jerome  J.  Meyer. 

rcba's  gentlemanly  approach,  however, 
doesn't  always  stop  disaster.  In  1990, 
rcba's  fLmd  lost  nearly  14%  in  what  was 
generally  an  off-year  for  investors.  And 
in  1992,  it  suffered  a  16%  paper  loss,  pri- 
marily because  of  its  $100  million  invest- 
ment in  Northwest.  A  bad  recession  and 
bmtal  fai-e  wai's  huit  the  entire  industiy, 
and  in  1993  Northwest  was  just  houi's 
fi'om  bankruptcy.  One-time  Northwest 
Dii'ector  Walter-  F.  Mondale  and  North- 
west ceo  John  Dasberg  credit  Blimi  with 
playing  a  major  role  in  the  subsequent 
tiuTiaround.  Blum  helped  convince  labor 
to  make  concessions  to  the  company  that 
saved  it  $900  million.  "Dick  was  central 
to  that  whole  transfoirnation,"  says  Mon- 
dale. Northwest  is  flying  high  and  rcba's 
investment  is  worth  over  $300  million. 

Now,  Blum  is  ready  to  take  an  even 
greater  risk:  going  global.  In  a  joint 
venture  with  Texas  dealmaker  David 
Bonderman,  Blum  has  formed  New- 
bridge Capital  Ltd.  So  far,  they  have 
raised  $105  million  for  a  China  fund, 
with  plans  for  another  $350  million  for 
Latin  America  and  India. 

Both  men  acknowledge  the  perils  of 
investing  in  emerging  markets.  But  for 
Blum,  going  abroad  may  not  be  as  dan- 
gerous as  it  would  be  for  less-connected 
money  managers.  After  all,  Blum  is 
close  to  Chinese  President  Jiang  Zemin, 
who  once  danced  with  Feinstein  on  a 
visit  to  San  Francisco.  And  given  his 
strong  ties  to  Tibet  and  the  Dalai  Lama, 
Blum  sometimes  serves  as  an  intenne- 
diary  between  China  and  Tibet.  "We've 
probably  been  saved  from  investments 
in  Asia  in  the  past  because  of  the 
friends  we  have  there,"  says  Blum. 

When  Blum  isn't  on  the  road  look- 
ing for  new  investors  or  climbing  moun- 
tains, he  pursues  his  political  passions. 
On  June  9,  he  hosts  a  fund-raiser  for 
President  Clinton  at  his  San  Francisco 
home.  Tliis  summer  he'll  be  meeting  the 
Dalai  Lama  in  Rome  and  Los  Angeles. 
"There's  one  person  I  call  on  for  divine 
intervention,"  says  Blum.  "And  that's 
the  Dalai  Lama."  Given  his  finn's  record, 
he  probably  won't  need  it. 

By  Linda  Himelstein 
in  San  Francisco 
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COMMENTARY 

By  Amy  Barrett 

FANNIE  AND  FRIENDS:  TIME  FOR  A  PERFORMANCE  REVIEW 


F-' 
1 


lannie  Mae.  Sallie  Mae.  Freddie 
Mac.  These  nicknames  for  the 
Federal  National  Mortgage 
Assn.,  the  Student  Loan  Marketing 
Assn.,  and  the  Federal  Home  Loan 
Mortgage  Corp.  have  an  appropri- 
ately friendly,  homespun  connota- 
tion. At  no  cost  to  the  taxpayer,  say 
their  backers,  these  so-called  gov- 
ernment-sponsored enterprises 
(GSEs)  make  low-cost  loans  avail- 
able for  homeowners,  farmers,  and 
college  students.  Fannie  Mae 
Chairman  James  A.  John- 
son says  market  efficien- 
cies imposed  by  his 
company  will  save 
Americans  who  buy 
homes  this  year  up  to 
$14  billion. ' 

But  there  is  a  downside  to 
the  piivately  lam  GSEs,  which 
also  include  the  Federal  Home 
Loan  Banks  and  the  Farm  Credit 
System.  One  issue  is  risk.  The  five 
major  gses  hold  or  guarantee  $1.5 
triUion  in  loans  and  secmities.  And  all 
have  the  implied  backing  of  Uncle 
Sam.  That  means  the  markets  believe 
if  a  GSE  got  into  trouble,  the  govern- 
ment would  step  in.  While  the  gses 
ciuTently  are  tightly  regulated  and 
well  managed,  that  happened  in  the 
late  1980s  when  the  Farm  Credit  Sys- 
tem had  to  be  rescued.  If  a  gse  stum- 
bles, taxpayers  could  face  a  large  bill. 
MISSION  ACCOMPLISHED?  A  second 
issue  is  whether  these  enterprises 
need  government  backing.  Because 
of  the  imphed  guarantee,  they  can 
bon'ow  at  below-market  rates.  That 
helps  homeowners  and  other  boiTow- 
ers,  but  it  also  boosts  the  gses'  bot- 
tom line.  Last  year,  government 
backing  cut  borrowing  costs  for 
Freddie  Mac  and  Fannie  Mae  by 
about  $1.7  bilhon  before  taxes. 

Several  long-awaited  government 
studies  on  severing  the  public  ties  to 
Fannie  and  Freddie  are  due  on  May 
15.  It  is  time  for  a  serious  policy  de- 
bate about  creating  and  controlling 
GSEs.  CongTess  and  the  Administra- 
tion should  take  a  broad  inventory  to 
see  which  gses  have  fulfilled  their 
mission.  For  those  that  have,  all  gov- 
'  emment  ties  should  be  severed.  In 
cases  where  poUcymakers  find  a  gse 


is  still  needed  or  provides  a  worth- 
while subsidy,  there  should  be  a 
method  for  reserving  against  poten- 
tial losses.  "There  seems  to  be  a 
sense  that  gses  are  costless,"  says 
Treasury  Under  Secretary  John  D. 
Hawke  Jn  "But  there  is  a  significant, 
imphcit  cost  to  this." 

Some  government-sponsored  en- 


terprises would  have  a  hard  time 
proving  they  need  government  back- 
ing. Sallie  Mae,  created  to  improve 
the  liquidity  of  student  loans,  has  ac- 
knowledged that  its  mission  has  been 
accomphshed.  The  company  is  even 
pushing  foi'  an  end  to  its  govemment 
ties.  Then  there's  the  Federal  Home 
Loan  Bank  System.  With  the  rise  of 
the  secondary  market,  its  role  of 
lending  money  to  mortgage  origina- 
tors is  less  critical  than  it  was  when 
the  system  was  created  in  1932. 

Trouble  is,  most  gses  don't  want  to 
give  up  their  government  backing.  So 

A  HUGE  LIABILITY? 

TOTAL  LOANS  HELD  AND  SECURITIES 
GUARANTEED  1995  FISCAL  YEAR 

IN  BILLIONS* 


FAMNIE  MAE 

$787 

FREDDIE  MAC 

552 

FEDERAL  HOME  LOAN  BANKS 

122 

SALLIE  MAE 

42* 

FARM  CREDIT  SYSTEM 

53 

TOTAL 

$1,556 

as  their  original  missions  become  su- 
perfluous, they  often  look  to  create 
new  ones.  Take  the  Federal  Home 
Loan  Banks.  Representative  Richard 
H.  Baker  (R-La.)  has  introduced  a 
bill,  supported  by  the  banks,  that 
would  allow  them  to  lend  money  to 
banks  and  thrifts  using  a  wider  vari- 
ety of  collateral.  The  goal  is  to  funnel 
more  money  to  entrepreneurs  and 
rural  boirowers.  But  it's  not  clear  the 
private  market  can't  serve  those 
niches.  "It's  a  classic  histance  of 
having  outgrovm  one  mission 
and  looking  for  another," 
says  banking  consultant 
Karen  Shaw  Petrou. 
GSES  also  use  political 
clout  and  savvy  to  pre 
serve  their  profitable 
government-backed  status. 
They  lend  money  at  below-market 
rates  to  key  political  constituencies 
such  as  mort.gage  lenders  and  fann- 
ers. And  politicians  often  view  the 
GSES  as  an  easy  way  to  funnel  subsi- 
dies to  certain  sectors  without  hav- 
ing to  carve  the  money  out  of  the 
budget. 

"NO  CONTROL."  A  method  of  prepar- 
ing for  possible  future  losses  on 
these  enterprises  needs  to  be  put  in 
place  as  long  as  they  have  the  im- 
phed backing  of  the  U.  S.  govern- 
ment. An  insurance  fund  similar  to 
the  one  that  backs  the  nation's 
banks,  and  more  recently  the  Faini 
Credit  System,  could  be  established 
and  funded  by  contributions  from 
these  gses.  Alternatively,  Edward  J. 
Kane,  a  professor  at  Boston  College, 
and  other  academics  argue  that  the 
benefits  these  enterprises  enjoy 
should  be  accounted  for  in  the  bud- 
get process,  with  a  reserve  fund  set 
up  to  absorb  the  potential  losses. 
"There  is  no  control  over  these  sub- 
sidies in  the  budget,"  Kane  warns. 
"And  lacking  that  control  is  danger- 
ous to  taxpayers." 

As  these  financial  giants  continue 
to  gi'ow,  a  better  accounting  of  the 
risks  they  pose  is  in  or-der.  And  the 
gover*nment  owes  it  to  taxpayers  to 
be  prepared  if  disaster  strikes. 


*Total  guaranteed  student  loans  outstanding 

DATA  FISCAL  1997  BUDGET 


Bwitetl  covers  banking  issues  in 
from  Washington. 
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The  Merrill  Lynch  Planning  Difference 


How  to  distinguish  a  Merrill  Lynch 
Financial  Consultant  from 
a  mere  broker  in  60  seconds  flat. 


Ask  yourself,  does  this  person  immediately  start  trying  to  sell  you  some- 
thing? A  Merrill  Lynch  Financial  Consultant  helps  you  set  your  goals  and  lay 
out  a  long-term  financial  plan  to  reach  them. 

How  extensive  is  her  training?  A  Merrill  Lynch  Financial  Consultant 
undergoes  at  least  two  years  of  intensive  training  before  "graduation"  and  receives 
ongoing  training  throughout  her  career. 

Is  he  a  lone  wolf?  Our  Financial  Consultants  are  backed  up  by  hundreds 
of  specialists  in  everything  from  mortgages  to  estate  planning  to  mutual  funds. 
They  also  have  access  to  research  that's  rated  #1  in  the  industry.* 


3. 


Is  she  objective?  With  access  to  the  widest  array  of  products 
and  services  in  the  industry — from  Merrill  Lynch  and  other 

companies — our  Financial  Consultants  can  help  you  select  the 
ones  that  are  right  for  you. 

e  working  for  a  company  that  stands  for  strength 
and  integrity?  Our  Financial  Consultants  work  for  a 
firm  that's  been  serving  clients  for  over  120  years  and  was 
recently  ranked  #  1  for  integrity  by  the  readers  of  a 
national  business  magazine.** 

'Finally,  do  you  feel  your  money  is  in  safe  hands? 
Merrill  Lynch  Financial  Consultants  represent  a  company 
that's  now  entrusted  with  over  $700  billion  in  client 
assets — more  than  any  other  financial  services  firm. 

So  now  that  you've  taken  the  time  to  find  out  the 
difference  between  a  Merrill  Lynch  Financial  Consultant  and  a 
mere  broker,  don't  you  owe  it  to  yourself  to  give  us  a  call? 
Contact  a  Merrill  Lynch  Financial  Consultant,  call 
800-MERRILL,  ext.  1318,  ore-mail  to:  askml@ml.com. 
us  on  the  Internet  at:  http://www.ml.com. 


for  overall  research  strength,  based  on  combined 
iults  of  All-America  Fbted-lncome  Research  Team  and 
i-America  Equity  Research  Team.  Imtitutwntil  hii'ator. 
:tober  1995. 

ibscriber  survey.  Financial  WorU.  December  S,  1995. 


The  difference  is  Merrill  Lynch. 

Merrill  Lynch 

A  tradition  of  trust. 

©1996  Merrill  Lynch.  Pierce.  Fcnner  &  Smith  Incorporated.  Member  SlI'C. 


Finance 


MARKETS 


THE  SANITY  UNDERLYING 
A  SCHIZOPHRENIC'  MARKET 

Why  higher  interest  rates  may  not  destroy  stocks 


It  looks  like  trouble.  Long-teiTn  interest 
rates  continue  their  upward  climb, 
crossing  the  7%  thi-eshold.  Blue-chips, 
which  initially  shnigged  off  rising  rates, 
finally  start  to  give  ground,  with  the 
Dow  Jones  industrial  average  falling 
more  than  200  points  from  its  high. 
Meanwhile,  the  riskier  over-the-counter 
issues  ai"e  sui'ging.  Advisere  tell  investoi-s 
to  raise  cash,  and  one  prominent  Wall 
Street  str-ategist  writes  of  "The  Coming 
1000  Point  Decline." 

Scary?  Sure.  Disas- 
trous? Probably  not. 
Rising  interest  rates 
have  certainly  dimin- 
ished the  relative  at- 
traction of  stocks,  but 
they  haven't  destroyed 
it  yet.  If  interest  rates 
continue  to  increase, 
stocks  can  really  get 
clobbered.  But  with  in- 
flation subdued,  rates 
could  even  retreat. 

The  bears  also  point 
to  speculative  froth. 
Two  cases  in  point:  Shares 


only  1.48  times  that  of  the  stocks  in  the 
Standard  &  Poor's  500-stock  index.  His- 
torically, these  small-cap  stocks  ai-e  good 
bets  until  that  figiu-e  hits  2. 

Presuming  that  most  of  this  year's 
rise  in  rates  is  past,  the  blue-chip  stock 
market  should  muddle  through  the  next 
few  months  and  show  some  renewed 
life  later  in  the  year  as  investors  start 
to  focus  on  1997,  when  better  earnings 
could  help  stocks  move  higher. 


AS  INTEREST  RATES  SHOOT  UP  THE  BLUE  CHIPS  SPUHER... 
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of  Zenith 

Electronics  Corp.  shoot  from  6  to  23  a 
share  in  six  days,  after  the  company 
says  it  plans  to  make  cable  modems 
that  would  speed  access  to  the  Internet; 
Comparator  Systems  Corp.  soars  from 
60  to  .$1  a  share  as  word  spread  about 
its  device  that  can  read  fingerprints. 
But  such  excesses  are  a  hallmark  of  a 
bull  market — not  necessarily  a  top. 
What's  behind  the  broad  uptrend  in  the 
NASDAQ  Composite  Index  and  other 
small-  and  mid-cap  measures  are  some 
hard  fundamentals.  With  the  economy 
stronger  than  expected — the  cause  of 
the  rise  in  interest  rates — analysts  are 
forecasting  that  these  companies  will 
have  double-digit  earnings  growth  in 
1996,  vs.  meager  gains  for  the  large- 
cap  stocks. 

FINDING  "FAIR  VALUE".  To  Maiy  Fairell, 
a  small-cap  strategist  at  PaineWebber 
Inc.,  emerging-growth  stocks  have  a 
way  to  go.  She  says  the  price-earnings 
ratio  of  the  stocks  in  the  T.  Rowe  Price 
New  Horizons  Fund — one  of  the  oldest 
and  largest  small-company  funds — is 


...BUT  OTO  ISSUES  DUMB 
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Until  then,  "it's  a  schizophrenic  mar- 
ket," says  Abby  Joseph  Cohen,  invest- 
ment strategist  at  Goldman,  Sachs  & 
Co.  "You  get  .signs  of  a  stronger  econo- 
my, rates  move  up,  and  stocks  fall.  Then 
people  realize  if  the  economy  is  stronger 
we'll  have  better  profits,  and  stocks 
rise."  Cohen  counts  five  such  bounces 
in  the  stock  market  since  rates  started 
moving. 

Interest  rates  and  earnings  are  the 
two  key  factors  in  detemiining  the  "fair 


value"  of  stocks.  Craig  T.  Callahan,  ch 
investment  officer  at  Meridian  Inve. 
ment  Management  Corp.,  says  that  i 
January  the  market  was  undervalul 
by  about  15%.  Now  his  model  shu' 
stocks  are  overpriced  by  about  .'i , 
"There's  only  95(2  in  value  for  eveiy  d  ■ 
lar  you  invest,"  says  Callahan.  He's  i 
a  seller  yet,  but  says  he  vdll  be  ii' 
slips  to  10%  overvalued. 
POSITIVE  PESSIMISM.  Morgan  StanI ' 
&  Co.  strategist  Byi-on  R.  Wien's  ukk 
suggests  that  stocks  have  reached  l'. 
value.  Still,  Wien  is  warning  of  a  1,(K 
point  decline  fi-om  the  Dow  industri; 
high  to  around  4700.  He  argues  tl 
the  economy  is  strong  and  long-tf; 
interest  rates  will  keeping  rising,  clin 
ing  more  than  8%  in  1997's  first  li: 
Corporate  profits  will  pick  up,  he  sa 
but  not  enough  to  offset  the  risi^ 
rates.  And  investors,  says  Wien,  w 
have  patiently  waited  out  the  peril  > 
declines  in  the  sti 
market  until  now,  n 
lose  their  nerve,  e.\ 
erbating  the  downdi'; 

The  problems  po.^i; 
by  rising  rates  can't 
ignored,  but  they 
not  the  entire  story, 
then  "Look  at  tech 
and  sentiment  indii 
tors,  and  the  marki 
in  pretty  good  sha; 
says  Robert  S.  Mee 
Jr.,  portfolio  mana: 
for  the  Flex-funds  m' 
field  Fund,  who  ^ 
shift  his  portfolio  completely  to  casl 
necessary.  Right  now,  he  has  75% 
equities,  25%  in  cash,  down  from 
stocks  in  January.  Meeder  notes  t 
the  New  York  Stock  Exchange  cum' 
five  advance-decline  line,  a  measure 
the  "bi'eadth"  of  the  market,  has  ( 
tinned  to  climb  as  the  stock  avera 
stalled.  That's  a  plus,  not  the  sign  ( 
fading  bull  market. 

Ironically,  another  bright  spot  is 
deterioration  in  market  sentiment, 
terioration  is  positive?  Sure,  s 
Michael  Burke,  whose  Investors  Intl 
gence  report  tracks  advice  fi'om  inv 
ment  newsletters.  Burke  says  the  | 
centage  of  bullish  recommendations 
declined  steadily  fcom  55.4%-  in  late  I 
ruary  to  38%.  now.  That's  historical 
signal  that  the  market  will  soon  i 
back  up. 

Investors  thinking  about  bailing 
should  remember  that  the  Dow 
risen  2000  points  in  just  16  months 
that  light,  the  current  decline  is  ha 
a  reason  for  the  jitters. 
By  Jeffrey  M.  Laderman  in  New  ] 


MAY  8,  '96 


93  BUSINESS  WEEK  /  MAY  20,  1996 


T  H  E    D  R  E  A  D  E  D 

TO-DO"  LIST. 


T  H  E   E  \-  E  R  \"  D  A  Y 

CONQUEROR, 


GARY  BURKE,  JIMMY  OWNER 
Regional  Sales  Manager,  garment  industry. 
Avid  golfer  and  tennis  player. 
Enjoys  gardening.  Frequent  traveler. 
Wife:  Lesley.  Daughter:  Erika. 
Cats:  Nicky  and  Molly. 
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Inside  Wall  Street 


BY  GENE  G.  MARCIAL 

IMPERIAL  OIL 
MAY  SOON  SPURT 

As  most  oil  stocks  rose  to  new  highs, 
Imperial  Oil  (IMO)  remained  a  sleepy 
giant.  Indeed,  the  stock  of  Canada's 
No.  1  oil  company  has  been  a  wallflower, 
inching  up  just  16%  since  1991.  So  why 
are  some  investors  loading  up  on  it? 

They're  convinced  that  management 
has  decided  to  take  bold  steps  to  en- 
hance its  value.  The  betting  is  that 
Chairman  Robert  Peterson  will  seek 
board  approval  to  authorize  the  repur- 
chase of  a  huge  block  of  stock — up  to 

BIG  BURST  FROM  A  BUYBACK? 


OPERATING  PROFITS 


DATA  BLOOMBERG  FINANCIAl  MARKETS,  FIRST  CALL  CORP 

25  million  of  the  189  million  shares  out- 
standing. These  pros  expect  the  big 
buyback  between  mid-May  and  mid- 
June.  Spokesman  Jean  Cote  says  Im- 
perial, which  has  been  buying  shares 
under  a  repurchase  plan  that  expii-es  in 
June,  is  still  consideiing  all  options — in- 
cluding a  big  buyback  move. 

Imperial  is  70%-owned  by  Exxon 
(XON).  Expectations  ar-e  that  Exxon  it- 
self will  buy  back  about  7.5  million 
shares,  or  30%  of  the  chunk  to  be  re- 
pur-chased.  Imperial  has  a  cash  hoar'd  of 
about  $1.6  billion  that  could  be  used 
for  a  major  buyback. 

"Peterson  has  been  on  a  kick  trying 
to  re\ive  this  long-neglected,  unappr-e- 
ciated,  huge  cash  machine,"  says  vet- 
eran Wall  Streeter  Seth  Ghckenhaus, 
head  of  the  investment  firm  Ghcken- 
haus. "With  all  its  assets,  including 
pr'oven  and  probable  reserves,  and  with 
management's  new  drive  to  bolster  the 
company,  the  stock  should  double  in  a 
couple  of  years,"  argues  Glickenhaus. 
The  stock  is  now  at  39'/-. 

Sandy  Margoshes,  managing  part- 
ner at  the  New  York  investment  house 
of  Cooper  Wolpert  &  Margoshes, 


agrees  that  the  Street  has  unjustifi- 
ably igTior-ed  this  oil-and-gas  producer. 
"While  not  particulariy  distinguished 
by  its  perfor-mance.  Imperial  appears 
determined  to  raise  its  earning  power 
over  the  balance  of  this  decade,"  he 
says.  Margoshes  sees  management 
striving  to  expand  pr'oduction  at  Cold 
Lake,  Alta.,  and  increase  polyethylene 
capacity  and  output.  He  also  expects 
mor-e  cost-cutting,  downsizing,  and  im- 
proving of  r-efining  and  marketing  op- 
erations. Imperial's  highly  competitive 
hydrocarbon  r-eserve  "is  only  bound  to 
gr'ow  in  value  as  time  passes,"  he  says. 

Last  year;  Imperial  pr-oduced  280,000 
barrels  of  crude  oil  a  day.  Net  proven 
reserves  totaled  1.6  billion  barrels  of 
crude  and  natur*al-gas  liquids,  and  2.1 
trillion  cubic  feet  of  natural  gas.  "My 
valuation  raises  those  figur-es  by  25%  to 
include  Imperial's  vast  unproven  and 
probable  reserves,"  says  Margoshes. 

Because  of  Imperial's  "very  good 
first-quarter  results,"  Margoshes  has 
revised  his  1996  earwigs  estimate  from 
$2.35  to  $2.50  a  share,  and  for  1997 
from  $2.80  to  $2.90. 


WHAT'S  REVVING  UP 
DISK  DRIVES 

For  a  50-year-old  company  that  once 
dominated  the  market  for  tv  gear, 
Ampex  (axc)  is  having  a  long  overdue 
rebir-th.  Its  shar'es,  languishing  at  3  to  4 
in  January,  have  zoomed  to  neariy  12. 
The  big  push  came  in  April  when  in- 
vestors got  wind  of  the  company's  pro- 
prietary technology  called  "keepered 
media,"  which  incr'eases  the  speed  and 
data-stor-age  capacity  of  har"d-disk  chives. 

One  San  Fr-ancisco  manager  thinks 
the  stock  will  go  even  higher  when  or- 
ders for  keeper-ed  technology  roll  in. 
That  may  not  be  the  only  thing  push- 
ing the  stock  up:  This  investor  thinks 
Ampex  is  an  attractive  takeover  target 
for-  one  of  its  potential  customers  cur- 
rently testing  keepered  media. 

He  says  that  the  technology  is  be- 
ing tried  out  by  major  disk-drive  mak- 
ers, including  Seagate  Technology,  West- 
er-n  Digital,  and  Quantum.  He  beheves 
one  of  them  will  try  to  acquir^e  Ampex. 
Ther-e  are  about  eight  big  makers  of 
hard  drives,  three  of  them  foreign- 
owned.  Ampex  will  confirm  orrly  that  it 
has  signed  nondisclosur-e  pacts  with  four 
makers,  thr-ee  U.  S.  and  one  foreign. 

CEO  Ed  Bramson  says  that,  if  ini- 
tial test  results  are  confirTned,  it  means 
the  advantages  of  using  keepered  me- 


dia in  disk  drives  "will  be  quite  signif- 
icant." But  he  notes  Ampex  hasn't  yet 
received  any  orders  for  it. 

Eric  Appell,  an  analyst  at  the  secu- 
rities fii-m  Dabney  Resnick,  says  the 
response  from  major  disk-drive  makers 
has  been  favorable.  Another  analyst, 
•Kenneth  Trbovich  of  The  Red  Chip  Re- 
view says  keeper-ed  media  could  be 
used  as  an  "intermediate  technology" 
with  current  inductive  disks  and  in  fu- 
ture generations  of  disk  drives. 

AOX  ACCENTUATES 
THE  POSITIVE  

What  Acx  Technologies  (acx)  did 
was  bold,  if  unusual:  It  took  a  spe- 
cial charge  of  $70  million,  or  $2.84  a 
share,  in  the  fu'st  quarter  on  the  alu- 
minum division  it  wants  to  sell  to  a 
yet-to-be-deternnined  buyer.  Instead  oi 
hurling  the  shares,  the  nev/s  drove 
them  up,  from  17  to  20X  in  a  few  days. 

Steve  Braverman,  a  general  part- 
ner at  Redwood  Asset  Management, 
explains  that  the  early  write-off  demon- 
strates that  ACX  management  has  come 
close  to  finding  a  buyer  for  the  alu- 
minum unit.  That  clears  the  way,  he 
says,  for  acx  to  focus  on  its  two  fast- 
growing,  money-making  divisions: 
Graphic  Packag- 
ing, which  makes  A  WRITE-OFF 
paperboard,  fold-  WAS  GOOD  NEWS 
ing  carton,  and 
flexible  packaging 
products,  and 
Coors  Cer-amics,  a 
producer  of  ad- 
vanced ceramic  i8( 
products  for  j 
structural  and  le] 
electronic  appUca- 
tions.  And  Golden  - 
Aluminum  makes  /  technologies  i 
thin-strip  alu-  7  j 
minum  sheets  °dec.i/95  may?. '96 
used  for  can  ends     a  dollars 

or  lids   tabs   and         Bloomberg  financial  markets 

bodies  for  alimiinum  beverage  and  fooc 
cans.  Unloading  this  unit  positions  ACX 
spun  off  by  Adolph  Coors  in  1992,  as  s 
gr'owth  stock,  says  Braverman,  wh( 
sees  the  stock  hitting  30  in  six  months 
Goldman  Sachs  analyst  Corneliui 
Thornton  was  quick  to  raise  his  earn 
ings  estimates  after  ACX  took  the  first 
quarter  charge.  He  upped  his  1996  fig 
ure  from  $1  to  $1.40  a  share,  and  hi; 
1997  estimate  from  $1.30  to  $1.70.  ACX'; 
long-ter-m  outlook  has  improved  sub 
stantially,  he  says. 
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McGraw-Hill  New  York  (1996) 
0-07-062200-0       $24.95  (Hardcover) 

Available  at  fine 
bookstores  everywhere 


"If  you  plan  to  be  alive  during  the  next  decade  and  want  to 
understand  the  world  you'll  be  living  in,  you  should 
definitely  read  this  book." 

— Leivis  E.  Piatt,  Chairmmu  and  CEO,  Hewlett-Packard  Company 

"If  you're  looking  for  a  traveller's  guide  to  the  cyberspace 
road  ahead,  Don  Tapscott  has  a  book  for  you...  and  his 
book  is  packed  with  examples  of  how  businesses  are 
grappling  with  the  surging  changes  in  technology.  " 

—  The  Washington  Post 

"For  the  business  leader  overwhelmed  by  the  bombardment 
of  disjointed  facts,  misinformation  and  hype  about  the 
digital  revolution,  Don  Tapscott's  book  is  a  godsend." 

— Dick  Notebaert,  Chairman,  Anieritech 

"Tapscott  has  packed  his  book  with  stories  about  businesses 
that  succeeded — and  others  that  failed — in  getting  wired. 
The  Digital  Economy  will  be  big  among  information 
technocrats,  but  the  book  is  cogent  enough  to  deserve  a 
larger  audience."  —Wired Magazine 


Come  hear  Don  Tapscott  live  at  Business  Week's 
'Smartsourcing:  Impact  and  Implementation,"  information  technology  conference, 
June  25-26.  New  York  City.  To  register,  call  (212)  512-2184. 
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COMMENTARY 

By  Mike  France 

STEVE  MEYERS:  HE  LOWERED  THE  COST  OF  JUSTICE 


I admit  it's  hard  to  feel  gratitude 
toward  the  man  regarded  as  the 
father  of  tacky  law-firm  TV  ads. 
But  anyone  who  hires  a  lawyer 
today — whether  a  strip-mall  divorce 
specialist  or  a  $500-an-hour  corpo- 
rate litigator — owes  some  thanks  to 
Stephen  Z.  Meyers. 

The  co-founder  of  Jacoby  &  Mey- 
ers, who  died  in  a  car  crash 
on  Apr.  19  at  53,  never  got 
much  respect.  Critics 
claimed  that  by  peddhng 
their  services  over  the  air- 
waves, the  aggressive  Mey- 
ers and  his  laid-back  part- 
ner, Leonard  D.  Jacoby, 
induced  people  to  file  frivo- 
lous lawsuits.  Perhaps.  But 
the  team  also  made  it  easi- 
er for  people  intimidated  by 
lawyers  to  file  genuine 
claims.  More  important, 
they  were  among  the  first 
to  apply  basic  business 
principles  to  the  practice  of 
law.  Two  decades  after  the 
founding  of  -Jacoby  &  Mey- 
ers, the  legal  Establishment 
that  once  tried  to  kill  the 
firm  has  belatedly  em- 
braced many  of  its  innova- 
tions. At  a  time  when 
eveiyone  complains  about 
the  high  cost  of  justice, 
Meyers  desei'ves  recogni- 
tion for  injecting  the  first 
shot  of  competition  into  a 
monopoUstic,  frequently  ar- 
rogant profession. 

In  1972,  when  Jacoby  &  Meyers 
opened  its  fii-st  outlet  in  Van  Nuys, 
Calif.,  most  law  firms  were  luxurious- 
ly inefficient.  Attorneys  billed  time 
for  tasks  that  paralegals  could  han- 
dle. Finns  considered  advertising  be- 
neath their  dignity  and  operated  as 
strict  partnerships,  requiring  a  cum- 
bersome decision-making  process. 
Many  state  bars  "suggested"  rates 
for  standard  sei"vices,  discouraging 
price  competition. 

SLASHED  COSTS.  By  reinventing  the 
law  firm,  Meyers  beheved  he  could 
build  the  h&r  Block  of  the  legal 
world.  Rather  than  inhabiting  remote 
office  buildings,  Jacoby  &  Meyers 
hung  out  its  shingle  in  shopping 


malls  thick  with  potential  customers, 
offered  $15  initial  consultations,  and 
stayed  open  on  weekends.  It  adopted 
a  corporate  model  of  governance 
whereby  a  small  number  of  partners 
presided  hke  executives  over  a  large 
number  of  salaried  employees.  Model 
forms  slashed  the  cost  of  standard 
services.  Result:  Jacoby  &  Meyers 


.  0'.'  ~ 


Jacoby  &  Meyers  forced  the  law 
profession  into  the  marketplace 

MEYERS  (LEFT)  AND  JACOBY  IN  LOS  ANGELES,  1972 


charged  $150  for  a  simple  divorce, 
compared  with  a  State  Bar  of  Cali- 
fornia suggested  fee  of  $500. 

Allegedly  for  the  sins  of  advertis- 
ing and  accepting  credit  cards,  the 
California  Bar  tried  to  boot  out  Mey- 
ers and  his  cohort.  But  the  young 
lawyers  fought  back — risking  their 
money  and  their  license  to  practice. 
"It  took  a  tremendous  amount  of 
courage  to  take  on  the  bar  Very  few 


people  are  wilhng  to  take  that  kind 
of  risk,"  says  U.  S.  Commerce  Secre- 
tary Mickey  Kantor,  who  became 
Meyers'  friend  in  the  early  1970s, 
when  the  two  were  legal-aid  lawyers 
CROWDED  FIELD.  Jacoby  &  Meyers 
eventually  won  its  fight  with  the  Cal 
ifornia  Bar.  But  things  didn't  turn 
out  the  way  the  firm's  founders  had 
hoped.  With  U.  S.  law  schools  pump- 
ing 50,000  graduates  a  year  into  the 
job  market  by  1990,  the  fj"m  couldn't 
compete  in  an  increasingly  crowded 
field  of  outfits  offering  assembly-fine 
wiUs,  bankruptcies,  and  divorces.  In 
1994,  the  firm  closed  more  than  40 
offices  and  changed  its  focus  to  high- 
er-paying personal-injury  work. 
Then,  Jacoby  sued  Meyers  for 
breaching  their  partnership  agree- 
ment last  October.  They  quickly  me 
diated  the  dispute,  but  it  subjected 
the  two  to  another  round  of  merci- 
less mockery. 

That's  a  shame,  because  time  has 
proved  the  firm's  founders  to  be  vi- 
sionaries. Pressured  by  the  oversup- 
ply  of  lawyers,  law  offices  are  adopt- 
ing many  of  the  innovations  Jacoby 
&  Meyers  developed  years  ago.  The 
starchiest  firms  are  hiring  consul- 
tants to  teach  them  a  ftiendly  ser- 
vice ethos.  Most  are  also  taking 
steps  to  centrafize  management  pow- 
er. Large  outfits  such  as  Nynex 
Corp.  save  millions  by  training  non- 
lawyers  to  crank  out  computerized 
forms.  Others  such  as  Chrysler  Corp 
eschew  billable  hours  and  pay  fixed 
fees  for  legal  work. 
Corporate  legal 
spending  is  actually 
shrinking. 

Steve  Meyers  was 
not  a  huge  financial 
success  as  an  attor- 
ney. And  while  he 
loved  to  portray  himself  as  a  champi 
on  of  Naderite  consumerism,  he  was 
just  as  much  a  hustler  as  an  ideaUst. 
But  in  this  he  was  a  rarity:  a  lawyer 
who  was  also  a  gutsy,  imaginative 
entrepreneui'.  The  profession  could 
use  more  of  those. 


iipi 


A  former  corporate  attorney, 
Frayice  is  BUSINESS  week's  legal 
affairs  editor. 
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AVA'S  CUP 
lUNNETH  OVER 

e  software  world  is  hooked-even  Microsoft  can't  ignore  it 

'  you  thought  nothing 
iould  top  Netscape  mad- 
less,  check  out  Java 
nania.  It's  no  surprise 

nerds  are  going  bonkers 
■  Sun  Microsystems  Inc.'s 

Java  software — after  all, 
remises  to  supercharge 
Internet  and  thwart  Mi- 
loft  Corp.  to  boot.  But 

may  be  the  fii  st  time  a 
ware  language  has 
sed  over  into  pop-cultui"e 
3.  Almost  daily,  iminvited 
tors  to  Sun's  JavaSoft 
.  in  Cupertino,  Calif., 
i  starry-eyed  behind  the 
I  sign  while  friends  snap 
tos.  Nescafe  even  wants 
i  inventor  James  Gosling 
e  a  spokesman  for  its  in- 
it  coffee.  "Java  is  taking 
r  the  world,"  says  Karl 
)b,  chief  executive  of  13- 
ith-old  Web  software  de- 
iper  Dimension  X  in  San 
ncisco. 

3  eveiybody  drinking  too 
:h  Starbucks,  or  what? 
bably,  but  behind  all  the 
z,    something   real  is 
mng.  Java  lets  software 
.ers  create  compact  "just- 
ime"  programs  that  can 
dispatched  across  a  net- 
k  such  as  the  Internet, 
arrival,  the  "applet"  au-  g^ys  CEO  Jacobs: 
atically  loads  itself  on  a  ut'     •  ^  i  ■ 
and  runs— reducing  the    J  ava  IS  taKing  ^ 
d  for  computer  owners  OVer  the  WOl'ld" 
install  huge  programs 
ry  time  they  need  a  new  ftmction. 
1  unlike  other  programs,  Java  soft- 
e  can  run  on  any  type  of  machine — 
jntially  breaking  the  Microsoft  ham- 
"lock  on  PC  software  and  ushering 
I  new  way  of  creating,  selling,  and 
ig  software. 

ava's  momentum  is  so  strong  that 
n  Microsoft  has  agreed  to  embed 
a  in  its  Windows  operating  sys- 
s — which  opens  up  a  potential  mar- 


JAZZED 

Dimension  X  uses 
Java  to  create 
animations  and 
flashy  Web  sites 


ket  of  tens  of  millions  of 
Windows  users.  And  Mi- 
crosoft is  only  one  of  the 
big  names  adopting  Java. 
Apple  Computer  Inc.  will 
use  it  in  the  Mac  operat- 
ing system,  and  IBM  is 
building  Java  into  every 
operating  system  from 
OS/2  for  PCS  to  MVS  for 
mainframes.  With  that 
kind  of  industry  support, 
developers  can  count  on  a  huge  market 
for  Java  progi'ams. 

Later  this  month,  more  than  5,000 
developers  will  attend  Sun's  second 
Java  developers'  conference  in  San 
Francisco.  Ah'eady,  by  Sun's  estimates, 
at  least  10,000  Java  applications  are 
in  development  by  programmers  at 
major  software  makers  such  as  Ora- 
cle and  Computer  Associates  Interna- 
tional and  at  corporations  such  as  Mor- 


gan Stanley  and  Eastman  Kodak. 

But  the  greatest  gi'oundswell  is  com- 
ing from  entrepreneurial  progi-ammers 
who  see  Java  as  their  ticket  to  fame 
and  fortune.  "We  bet  the  company  on 
Java,"  says  B.  C.  Krishna,  vice-presi- 
dent for  technology  at  FutureTense 
Inc.,  a  Web  software  startup.  Adds 
Adobe  Systems  Inc.  Chairman  and 
Chief  Executive  John  E.  Warnock: 
"There  are  a  bazillion  startups"  wiiting 
Java  progi'ams. 

Well,  hundreds,  anyway.  The  draw? 
By  wTiting  applets  that  can  be  sold — 
even  rented — over  the  Net 
to  a  vast  Java-ready  mar- 
ket, startups  can  bypass  tra- 
ditional retail  channels 
where  they  have  little 
chance  of  getting  shelf  space. 
The  cottage  industry  spiing- 
ing  up  around  the  Sun  soft- 
ware reminds  some  hopefuls 
of  the  early  1980s,  when  the 
introduction  of  the  IBM  PC 
spawned  software  giants 
such  as  Microsoft  and  Lotus 
Development  Corp.  "This 
smells  like  the  same  kind  of 
opportunity,"  says  Rob 
Shostak,  who  in  January 
started  Webra  Software,  a 
maker  of  easy-to-use  Java 
tools  for  jazzing  up  Web 
sites. 

"WILD  WEST."  Shostak,  a 
Borland  refugee,  is  one  of 
dozens  of  Silicon  Valley  pro- 
gi'ammers  and  managers  who 
have  quit  theii*  jobs  to  found 
Java  startups.  "It's  like  the 
Wild  West,"  says  Kim  Polese, 
who  earlier  this  year  left  her 
job  as  chief  marketer  for  the  language 
at  Sun's  JavaSoft  subsidiaiy  to  launch  a 
Java  startup — although  she's  not  di- 
vulging details  just  yet. 

Can  Java  possibly  live  up  to  the 
hype?  Even  fans  point  out  that  Java 
is  still  technically  piimitive.  And  while 
it  is  designed  to  minimize  the  risks  in- 
volved in  downloading  applets  fi'om  the 
Net,  seciuity  is  still  a  big  concern.  Then 
there  is  the  threat  from  Microsoft.  De- 
spite its  endorsement  of  Java,  the  com- 
pany is  encouraging  4  million  Windows 
progi'ammers  to  stick  with  Visual  Basic, 
a  well-estabhshed  language  for  writing 
Windows  progi-ams.  Microsoft  is  also 
pushing  ActiveX,  a  method  for  creating 
network-ready  applets  that  it  says  is 
more  efficient  for  Windows  computers 
than  Java.  Many  developers  are  hedg- 
ing their  bets — using  Visual  Basic  and 
ActiveX  as  well  as  Java. 

Java's  shortcomings,  in  fact,  are  them- 
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pening  is  on  Wall  Street,  usually  a  ready 
market  for  cutting-edge  technology.  Ap- 
plix  Inc.,  a  13-yeai-old  Westboro  (Mass.) 
maker  of  software  that  helps  Wall 
Street  traders  and  corporate  managers 
analyze  real-time  financial  data,  has  de- 
veloped a  new  spreadsheet,  code-named 
Espresso,  that  uses  Java  to  automati- 
cally  plug  in  live  data  drawn  from  in- 
formation databases. 

In  fact,  Java  may  blossom  fii'st  on 
big  corporate  intranets,  in-house  net- 
works based  on  Web  software.  The  new 
software  could  save  companies  money 
because  it  overcomes  the  problem  of 
having  to  wi"ite  versions  of  new  pro- 


BREWING  UP  JAVA  PROGRAMS 

Software  makers  are  jumping  for  Java. 
Here's  a  sample  of  what's  percolating. 

APPLIX  Network-based  spreadsheet  that 
taps  up-to-the-minute  corporate  data 

BORLAND  Software  "tools"  to  help  pro- 
grammers create  Java-based  programs 


selves  igniting  a  new  market.  Specifi- 
cally, Java  has  few  of  the  software 
helpers,  or  tools,  that  make  wiiting  pro- 
gi-ams  easier  Tools  automate  tasks,  such 
as  debugging,  or  make  it  possible  to 
work  with  gi'aphical  icons,  rather  than 
arcane  software  code,  to  create  pro- 
grams. With  Java,  "We're  at  the  level  of 
banging  rocks  together,"  says  Grady 
Booeh,  a  programming  expert  at  Ratio- 
nal Software  Inc. 

Once  development  tools  are  readily 
available,  the  number  of  Java  applica- 
tions could  explode.  Foirester  Research 
estimates  there  will  be  $3  million  worth 
of  Java  applets  sold  this  yeai- — and  $629 
miUion  in  1999. 

To  help  things  along.  Sun  brought 
out  Java  Workshop,  the  first  Java 
tool,  in  March.  Borland,  which  near- 
ly vanished  after  tiying  to  compete 
head-on  with  Microsoft,  is  prepar- 
ing a  Java  tool  kit  called  Latte. 
Symantec  Corp.  has  Cafe.  And  IBM 
is  woi'king  on  a  Java  version  of  its 
Visual  Age  tool  for  the  fall.  In  just 

the  past  thi'ee  weeks,  says  Geoffrey  ^_  ,      ,       ,    ,    ,     ■  , 

Yang,  partner  with  Institutional  Ven-  CONNECT  Java-based  electronic-shoppmg 
ture  Partners,  he  has  seen  10  busi-  program 

DIMENSION  X  Programs  to  create  anima- 
tions on  the  Web 

DUN  &  BRADSTREET  SOFTWARE  Java 
based  purchase-requisition  program 

EASTMAN  KODAK  Java  programs  for  han- 


ness  plans  for  companies  making 
Java  tools.  So  far,  he  has  invested 
$1.15  million  in  Webra. 

For  now,  Java  is  mainly  used  by 
progi'ammers  to  make  Web  pages 
come   alive,  by  adding  splashy 

graphics,  animation,  and  real-time      .,•  nu„+„r-p,  ;  fu„  \A;„k 

^  '  ,  r^  •  V  u-  u  dimg  PhotoCD  images  on  the  Web 
data  updates.  Dimension  X,  which    — °  


JAVASOFT  (SUN  MICROSYSTEMS  SUB- 
SIDIARY) Java  Workshop  to  help  make  writ 
ing  Java  programs  easier  for  programmers 


has  created  Web  sites  for  The 
Simpsons  and  Sega  Enterprise 
Ltd.'s  Vectorman  game,  plans  to 
bring  out  Liquid  Motion,  a  program 
to  create  animations  with  just  a  few    ?RACLE_  We  b-s_e_rver_  software  _a_nd_  browsers 

SAUSAGE  SOFTWARE  "Snaglets,"  small 
programs  to  make  Web  pages  more  lively 


mouse  clicks,  in  late  May. 
STREET  SALES.  The  real  payoff, 
however,  will  come  when  Java  is 
"robust"  enough  to  be  used  in  com- 
plex network-based  applications. 
Software  makers  agree  that  the 
new  way  of  programming  could 
be  instrumental  in  making  corpo- 
rate data  accessible  to  more  work- 
ers. Atlanta-based  Dun  & 
Bradstreet  Software  is 
readying  a  $50-per-per- 
son  Java  applet  that 
will  let  employees  issue  a 
purchase  request  to  a  cor- 
porate server  without  having  the 
whole,  multimegabyte  purchasing  pro- 
gram installed  on  their  PCs.  Open  Hori- 
zon Inc.  of  Belmont,  Calif.,  and  Open- 
Connect  Systems  Inc.  of  Dallas  have 
created  Java  applets  that  let  Web 
browsers  view  corporate  databases  and 
mainft-ame  applications. 

One  of  the  first  places  this  is  hap- 
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STARFISH  SOFTWARE  Java  program  to 
coordinate  group  scheduling  on  a  network 

SYMANTEC  Java  development  tools 

WEBRA  Development  software  aimed  at 


nonprogrammers  creating  Web  sites 


grams  for  each  type  of  machine  on  t ; 
Net.  "Java  is  a  common  denominatu  ' 
says  John  S.  Swanteck,  a  vice-pre 
dent  in  the  Capital  Markets  Div. 
First  Union  National  Bank  in  Ch 
lotte,  N.  C,  which  is  using  Java  to 
velop  new  programs.  Plus,  updated  so 
ware  can  be  zapped  to  every  work 
instantaneously,  making  it  easier  to 
minister  large  networks. 
WHO'LL  PAY?  Java  also  could  jump-st; 
Internet  commerce,  which  has  be 
held  back  partly  because  consum 
can't  interact  sufficiently  with  onl: 
merchants.  Connect  Inc.,  a  nine-ye; 
old  Mountain  View  (Calif.)  com.pa 
that  makes  interactive  comme 
software,  hopes  to  commercializi 
Java  applet  it  developed  that  he 
people  mix  and  match  sets  of  pn 
ucts,  such  as  home-theater  com 
nents,  to  fit  their  budget  and 
elude  the  features  they  want. 

Sim  still  has  work  to  do  before 
these  Java  dreams  can  start  com 
true.  For  one,  it  has  to  avoid  : 
ther  bugs  that  have  compromised 
curity  in  some  cases — a  big  cone 
for  corporations  worried  about 
plets  that  could  harbor  viruses.  I 
Sun  is  working  on  ways  to  let  J 
applets  be  saved  to  a  local  compt 
disk  when  they  anive.  Now  an 
plet  must  come  across  the  Net- 
ten  slowly — each  time  it's  used. 

Another  nagging  detail:  Until 
ternet  junkies  start  paying  for 
those  applets  streaming  across 
Net,  the  Java  gold  nish  won't  m; 
anybody  rich.  Slowly,  stailups 
beginning  to  charge  for  their  do' 
loads.  Sausage  Softwai'e  Pty.  of 
tralia,  for  instance,  has  released 
fii'st  of  a  series  of  "Snaglets"  is 
means  sausage  Down  Under)  t] 
it  will  sell  to  other  developers 
around  $20  each,  ceo  Steve  Outi 
expects  to  develop  about  20 
glets  a  month. 

There  are  bound  to  be  Java  sh; 
wai"e  CD-ROMS  soon,  and  Alan  Bai 
president  of  Sun's  JavaSoft 
thinks  online  Java  ap 
stores  will  emerg 
-       perhaps  gi'owing  ou 
sites  such  as  Game 
a  1,000-applet  collection 
by  EarthWeb,  a  New  York  deve 
er.  Says  Baratz:  "That  could  tot 
change  the  set  of  winners  and  losers 
software.  That's  what  Java  man 
have  in  mind. 

By  Robert  D.  Hof  in  Cupert 
Calif.,  with  Kathy  Rebello  in  , 
Mateo,  Calif,  and  John  W.  Veritj 
New  York 
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SURFING  FOR  SAFARIS- 

OR  CRUISES,  REACHES,  R&Rs... 


The  boss  has  been  yap- 
ping at  you,  but  you 
don't  hear  a  thing. 
You've  barely  made  headway 
on  a  project  that's  long  over- 
due. And — gulp — isn't  that 
your  picture  next  to  the 
word  "stress"  in  the  dictio- 
nary? Maybe  you  need  a  va- 
cation more  than  you  think. 

Where  do  you  go?  To 
some  far-flung  tropical  beach? 
A  quiet  bed-and- 
breakfast  in  the 
country?  You 
just  might  want  to  fire  up 
your  World  Wide  Web 
browser  for  clues.  The  Inter- 
net is  populated  with  thou- 
sands of  travel-related  Web 
sites,  blanketing  virtually 
every  corner  of  the  globe 
and  representing  airhnes,  ho- 
tels, car-rental  agencies, 
cruise  companies,  travel 
agencies,  and  tourist  ofiices. 
Whether  you  want  to  make 
reservations,  research  fares, 
or  schmooze  with  travelers 
who've  already  been  there, 
chances  are  the  Net  holds 
some  answers. 
MAPS  AND  FLIGHTS.  Consider 
the  possibilities:  You  can  tap 
into  scores  of  hostelry  and 
transportation  databases  or 
get  the  skinny  on  frequent- 
flier  programs,  local  customs, 
sightseeing  attractions,  and 
weather  reports.  For  exam- 
ple, the  Subway  Navigator 
site  (http://metro.jussieu. 
fr:  10001/binycities/enghsh )  lets 
you  download  maps  and  dis- 
play routes  on  public  rail- 
road systems  in  dozens  of 
cities.  At  the  Ti-anspoitation 
Dept.'s  Bureau  of  Trans- 
portation Statistics  (http: 
//www.bts.gov),  you  can 
check  out  the  on-time  per- 
formance of  leading  carriers 
on  nonstop  flights  between 
U.  S.  destinations. 

Kroll  Ti-avel  Watch  advi- 


ONLINE 


sories  (http://www.kroll 
associates.com/kts)  cover 
safety  and  security  tips  and 
health-care  precautions  on 
more  than  250  cities  around 
the  world,  though  the  Web 
service  is  only  open  to  sub- 
scribing businesses.  Individ- 
uals can  visit  the  site  to 
view  sample  advisories, 
which  can  then  be  ordered 
by  telephone  (800  603-0409) 
and  faxed  for 
$6.95  each.  At 
Royal  Caribbean 
(http://www.  royal 
caribbean.com),  you  can 
choose  an  itinerary  with  the 
help  of  an  interactive 
"  C  r  u  i  s  e  -  0  -  M  a  t  i  c  " 
questionnaire.  Alaska 
Airlines,  British  Mid 
land  Airways,  and 
Southwest  Airlines 
allow  passengers  to 
reserve  flights  dii'ect- 
ly  over  the  Net.  A 
more  general-purpose 
service  such  as 
Preview  Vacations 
(http://www.vaca 
tions.com)  lets  you 
reserve  airlines 
and  tourist  pack- 
ages or  download 
movies  of  such  lo- 
cales as  Kauai's  Na 
Pali  Coast  and  the  wa- 
ters off  Key  Largo.  All  in 
all,  you  can  pick  up  a  lot  of 
information  without  spend- 
ing big  bucks  on  guidebooks. 

To  some  extent,  anyone 
equipped  with  a  PC  and  a 
modem  has  been  able  to  fish 
around  for  travel  data  out- 
side the  InteiTiet  for  a  while. 
The  major  online  services 
feature  forums  where  people 
can  swap  travel  tips  or  en- 
gage in  live  chat.  Subscribers 
to  America  Online,  Compu- 
Serve, and  Prodigy  Services 
can  make  flight  arrange- 
ments through  such  services 


as  Eaasy  sabre  from  Amer- 
ican Airhnes,  though  it's  not 
as  easy  as  its  name  suggests. 
And  PC  users  who  purchase 
United  Connection  software 
($25;  800  482-2696)  can  shop 
for  the  best  fares  across  dif- 
ferent carriers  and  get  real- 
time   arrival  information 


number  of  outfits  are  m£ 
ing  it  possible  to  book  hot 
and  other  services  onlii 
most  prefer  that  people  p: 
up  the  phone  and  compU 
the  transaction  the  o' 
fashioned  way.  "There  is  s 
hesitancy  in  giving  cred 
card  information  over  the 


on  United  Airlines  flights. 
United  plans  to  offer  the 
service  at  its  Web  site  in 
September. 

Although  the  commercial 
online  services  have  an  im- 
pressive list  of  travel  offer- 
ings, the  breadth  of  help 
that's  available  on  the  Web 
is  staggering — if  very  much 
a  work  in  progress.  For  in- 
stance, while  an  increasing 


ternet,"  says  Lee  Ros 
bluth,  president 
Rosenbluth  Vacations. 

However  consumers 
with  the  logistics,  they  n 
to  exercise  the  same  cau( 
on  the  Web  as  they  woul 
they  were  shopping  offl 
Much  of  what  is  be 
served  up  on  Web  pagei 
so-called  brochure-ware 
cyberversion  of  mater 


i([iri, 


infi  RIKIMFC^c;  WFFK  /  MAY  ?n    1  QQfi 


lers  can  request  by  di- 
an  800  number.  Unless 
?  going  through  a  reser- 
1  system  such  as  sabre 
nited's  Apollo  that  lets 
seek  out  the  cheapest 
,  you  may  not  always 
itting  the  best  deal.  "A 
travel  agent  brings  a 
'  value  to  the  transac- 
by  massaging  the  sys- 
comparing  fares,  and 
ing  together  air,  hotel, 
;ar  into  one  package," 
Scott  Bittle,  technology 
r  at  Travel  Weekly. 
n  you're  in  one  of  these 
)any]  sites,  you're  only 
g  their  fares." 
lile  touring  the  Web, 


is  on  one  of  the  many  fast- 
improving  search  engines. 
But  stay  focused.  Say  you're 
considering  a  trip  to  Costa 
Rica.  By  typing  just  the 
words  "Costa  Rica"  into  Ya- 
hoo!, 171  hstings  pop  up  on 
your  screen.  But  by  adding 
the  word  "tour,"  the  list  nar- 
rows considerably,  to  4.  Sim- 
ilarly, if  you  don't  have  a 
clue  which  destination  to  vis- 
it but  know  the  type  of  va- 
cation you  want  to  take — 
mountain  biking,  wine 
tasting — try  using  search 
words  that  might  furnish  ap- 
propriate tour  sites. 

Fortunately,  several  trav- 
el-specific sites  are  excellent 


ed  by  category.  You  can  also 
check  out  the  vacation  pack- 
ages that  are  being  peddled 
by  such  major  agencies  as 
American  Express  and 
Rosenbluth.  Those  seeking  a 
decent  discount  on  a  hotel 
room  might  try  pointing 
their  browser  to  HD  Hotel 
Discounts  (http://www.hotel 
discount.com).  Travelers  can 
book  a  room  in  13  U.  S. 
cities  at  savings,  the  compa- 
ny claims,  of  up  to  65%  off 
the  highest  retail  rates. 

The  Tr-avel  Channel  On- 
line Network  (http://www. 
travelchannel.com)  spotlights 
a  new  destination  each  week. 
For  example,  it  recently  fea- 


A  Wiae 

SITE 

WEB  ADDi^ESS  (HTTP://) 

Worla  Web 

COMMENTS 

AMERICAN  EXPRESS  TRAVEL 
EXPRESS 

www.americanexpress.com/travel 

Offers  travel  tips,  vacation  deals,  airline 
bookings,  and  U.S.  weather  forecasts. 

'avis 

www.avis.com 

Lets  people  reserve  a  vehicle,  print  out  maps, 
and  provide  customer  feedback. 

GOLF  TRAVEL  ONLINE 

www.gto.com 

Aimed  at  duffers  to  arrange  golf  vacation 
packages. 

MOUNTAIN  TRAVEL  SOBEK 

www.mtsobek.com 

Adventure-tour  operator  provides  links  for 
"virtual  expeditions"  to  places  such  as  the 
Galapagos  Islands. 

ROSENBLUTH  VACATIONS 

www.rosenbluth.com 

Travel  agent  posts  hot  deals  section  offering 
prearranged  cruise  and  vacation  packages. 

SOUTHWEST  AIRLINES 

www.iflyswa.com 

Offers  fares,  reservations  forticketless  travel, 
"hyperlinks"  to  cities  Southwest  serves. 

TRAVELOCITY 

www.travelocity.com 

Billed  as  one-stop  site,  where  you  find  info  on 
places  to  go  and  make  SABRE  reservations. 

i-  TRAVEL  WEEKLY  ONLINE 

www.traveter.net 

Offers  impressive  catalog  of  links  under 
U.S.  Sites,  World  Sites,  Airlines,  Hotels,  etc. 

WEBFLYER 

www.insideflyer.com 

Everything  you  wanted  to  know  about  frequent- 
flier  programs. 

nay  also  equal  the  fnis- 
»n  you  feel  while  wait- 
or  a  delayed  flight  at 
O'Hare,  or  lax.  "You 
pend  20  minutes  hunt- 
lown  information  you 
^et  in  two  minutes  on 
elephone,"  says  David 
vho  builds  sites  at  Reed 
(1  Group. 

decent  place  to  start 
Web  travel  expedition 
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jumping-off  points.  You  can 
find  some  of  them  in  Fodor's 
NetTmvel  ($22,  Michael  Wolff 
&  Co.,  Random  House),  a 
fine  reference  for  uncovering 
resources.  On  the  World 
Wide  Web,  both  Ti-avel 
Weekly  Online  and  Ti-avel  & 
Entertainment  Network-In- 
ternet Operations  (http: 
//www.ten-io.com)  provide 
lists  of  handy  links  segi'egat- 


tured  Puerto  Aventuras  in 
Mexico,  with  a  variety  of 
links  to  Mexican  Web  sites 
and  a  listing  of  hotels  in  the 
area,  along  with  advice  on 
tipping,  avoiding  the  water, 
and  customs. 

In  Ti-avel  Channel's  facts  and 
opinion  section,  writer  Rick 
Steves  contributed  an  ex- 
cerpt on  the  Alps  from  his 
Europe  Through  the  Back 


Door  guide.  Of  course,  if  you 
aren't  bent  on  flying  off  to 
Me.xico  or  Sviitzerland,  these 
stories  won't  offer  much  ap- 
peal. "The  problem  is  that 
there  are  so  many  online 
magazines  that  self-select 
what  they  want  you  to 
know,"  says  Laurie  Berger, 
president  of  Content  Inc.,  a 
travel  Web  consulting  firm. 
As  with  other  services.  Trav- 
el Channel  Online  offers  five 
chat  and  a  bulletin-board 
section,  but  on  a  quick  in- 
spection the  area  appeared 
pretty  thin.  The  Ti-avelocity 
site,  from  sabre  Interactive 
and  Worldview  Systems,  lets 
you  search  its  archives  to 
help  get  the  scoop  on  places 
to  visit. 

PROMISES,  PROMISES.  Some- 
times companies  promise 
more  than  they  can  deliver, 
at  least  for  now.  As  of  Apr. 
10,  Ti'avelWeb  claims  to 
have  detailed  data  on  more 
than  7,600  hotel  properties. 
These  include  chains  such  as 
Hilton,  Hyatt,  Ramada,  and 
Westin.  But  I  didn't  have 
much  luck  using  the  data- 
base. The  company  says  you 
can  select  hotels  by  checking 
off  features  from  a  list 
(bar/lounge,  safe-deposit  box, 
concierge,  24-hour  room  ser- 
vice, etc.).  I  searched  for  an 
$80-  to  $225-per-night  room 
in  San  Francisco  and 
checked  off  14  variables.  The 
database  found  no  matching 
hotels.  Next,  I  ran  the  same 
search  across  the  state  of 
California.  Again,  zip.  Final- 
ly, after  eliminating  three 
amenities — business  center, 
free  newspaper,  indoor 
pool — the  computer  spit  out 
two  properties. 

Indeed,  booking  a  com- 
plete vacation  over  the  Net 
is  still  something  of  a  chal- 
lenge. But  before  long,  im- 
proved Web  browsers,  bet- 
ter Internet  security,  and 
speedier  hookups  vdll  make 
it  easier  for  almost  anyone 
to  plan  trips  via  PC.  So  in 
between  writing  reports  and 
poring  over  spreadsheets, 
you  can  point  and  click  your 
way  to  reserving  that  much- 
needed  getaway  in  Bora 
Bora.  Edward  Baig 
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THE  GUESSING  GAME 
CALLED  HEDGING 


U.  S.  investors  in  the 
Warburg  Pincus 
Japan  OTC  and  the 
DFA  Japanese  Small 

Company  funds  were  taken 
on  a  roller-coaster  ride  last 
year.  In  the  first  half  of  1995, 
the  Warburg  Pincus  fund 
plummeted  24.61%,  and  the 
DFA  fund  fell  16.19%.  War- 
burg Pincus  rebounded  the 
following  six  months,  up 
31.22%  from  July  1,  and  dfa 
bounced  back  with  a  15.06%- 
gain.  Behind  the  dramatic  dif- 
ference in  results  between 
the  funds:  cuirency  exposure. 

While  stock  performance 
alone  ixiles  returns  in  domestic 
markets,  international  invest- 
ing is  subject  to  both  share- 
price  movement  and  changes 
in  how  strong  or  weak  the 
dollai-  is  relative  to  other  cur- 
rencies. When,  for  example,  a 
U.  S.  mutual-fund  manager 
buys  shares  of  a  Japanese 
company  on  the  Tokyo  Stock 
Exchange,  he  or  she  must  first 
convert  the  fund's  dollars  into 
yen  at  the  going  exchange 
rate.  Say  that  over  the  next 
year,  the  stock  price  stays  the 
same,  but  the  yen  weakens 
against  the  dollar.  Suppose, 
too,  that  the  manager  sells  the 
shares  for  yen  and  then  con- 
verts them  into  dollai's.  Those 
yen  buy  fewer  dollar's  than  be- 
fore. So  investors  lose  money 
even  though  the  stock  price 
didn't  change.  If  in  the  same 
scenario  the  yen  had  strength- 
ened, the  Japanese  ciurency 
would  buy  more  dollars, 
and  U.S.  fimd  holders  would 
pr-ofit. 

LOST  REWARDS?  Portfolio 
managers  can  limit  currency 
exposure  by  hedging.  Such  a 
strategy  employs  futures  and 
options  to  protect  a  for-eign 
investment  from  the  negative 
impact  of  a  rising  dollar-. 
Trouble  is,  if  the  dollar  falls 
r"elative  to  the  yen  or  Ger- 
man mark,  for  example,  then 


has 


re- 


FUND 


a  hedged  investor 
duced  I'etums. 

That's  what  happened  to 
the  100%-hedged  War-burg 
Pincus  fund  in  the  fii'st  half 
of  1995.  Japan- 
ese equities 
were  declining,  so  the  fund 
did  worse  than  the  fully  ex- 
posed DFA  fund  because  it 
didn't  have  the  str-onger  yen 
to  offset  stock  losses.  While 
it's  true  that  Wai-bur-g 
Pincus  rebounded 
more  than  DFA  in  the 
second  half,  most  fund 
manager-s  hotly  debate 
the  hedging  issue  and 
would  ar-gue  that  ag- 
gressive use  of  the 
technique  r-educes  po- 
tential gains  fi'om  cui'- 
rency  exposure  over 
time.  "We  look  at  cui-- 
rency  r-isk  as  part  of 
the  opportunity  of 
ovei'seas  investing," 
says  Mark  Mobius,  a 
portfolio  manager  for 
the  Templeton  funds,  which 
have  a  policy  of  never  hedg- 
ing. In  fact,  of  the  189 
inter-national  and  global  equity 
flmds  that  Moi-ningstar-  tr-acks, 
only  24  hedge  consistently. 
Members  of  that  minority 
offer  similar  reasoning 
for  bucking  the  trend.  Says 
Christian  Wignall  of  G.T. 
Global  funds:  "We  think  we 


SMART  MONEY 


Rowe  Price  Fleming,  the  in- 
ter-national arm  of  T.  Rowe 
Price.  In  1994,  GAM  Eur-ope 
fund  hedged  against  an  an- 
ticipated decline  in  the  Ger- 
man mark.  When  the  mark 
went  up  instead,  it  lost  more 
than  3%,  compar-ed  with  a  3% 
gain  for  European  funds 
overall. 

Hedging  also  has  a  mone- 
tar-y  cost,  which  includes 
transaction  fees 
as  well  as  the 
shor-t-term  inter-est-rate  dif- 
ferential between  the  two 
countiies.  One  note:  It  is  best 
to  hedge  against  a  curr-ency 
of  a  country  whose  interest 


search  director  at  St  rate, c 
Insight,  a  mutual-fund  ci- 
sulting  firm  based  in  Nn 
York,  reports  that  the  do  ir 
is  at  a  25-year  low  again 
the  yen  and  European  c; 
rencies.  With  a  weak  doir, 
why  hedge? 

IVIARKET  TIES.  Keep  in  ni  i 
that  when  it  comes  to  gl( 
investing,  miodei'ation  is 
key.  "While  you  don't  wai 
lot  of  currency  exposui-e, 
do  want  some  to  divei-; 
your  portfolio,"  advises  . 
drev/  Lohmeier;  Mor-ningst' 
foreign  cmrency  analyst. : 
global  financial  markets 
increasingly  linked,  cunv 


To  Hedge  or  Not 
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DFA  JAPANESE  SMALL  CO. 

WARBURG  PINCUS 
JAPAN  OTC 
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CURRENCY  HEDGING  PHILOSOPHY 

Never:  Risk  helps  returns 

100%  now:  Dollar  under- 
valued 

Occasionally:  Dollar 
undervalued 

Never:  Currency  risk  helps 
diversity 


Through  3/31/96 


**  Not  available.  One-year  return  through  3/31/96  was  18.91%  vs.  4.92%  for 

DATA:  MORNINGSTAR  INC. 


r-ates  ar-e  less  than  those  of 
the  U.  S.  Of  course,  hedging 
costs  then  have  to  be  cov- 
ered by  increased  retur-ns. 
What's  more,  many  foreign 
multinationals  whose  stocks 
these  fimds  invest  in,  such  as 
Unilever  and  Nestle,  are  al- 
ready hedged  against  curren- 
cy swings.  "You  may  be 
working  at  odds  with  these 


Should  overseas  investors 
limit  exposure 
to  currency  swings? 


can  add  value  with  hedging." 

That's  no  easy  feat, 
though.  The  biggest  risk  is 
that  an  ill-timed  hedge  could 
backfire.  "Hedging  is  a  guess 
about  curr-ency  movements, 
and  usually  you're  wrong," 
says  George  Murnaghan,  ex- 
ecutive   vice-president  at 


companies,"  notes  Mobius. 

Investors  also  need  to  re- 
ahze  that  cur-r-encies  move  in 
cycles.  That's  one  reason  in- 
vesting overseas  should  be 
for  the  long  term — at  least 
three  years.  So  ultimately, 
currency  swings  shouldn't 
matter.  Avi  Nachmany,  re- 


movements  become 
important  because  they 
independently. 

Despite  the  dr-awback 
hedging,  circumstances 
warrant  the  tactic  occai 
ally.  A  specific  event  ta 
place  overseas  might  proj 
manager  to  make  a  sh 
ter-m  currency  bet.  R 
now,  for  example,  Jn 
Scott,  manager  of  Put 
Europe  Growth,  is 
hedged  in  Europe.  He 
lieves  that  some  currer 
may  be  excluded  from 
European  Monetary  Ur 
"That  will  pressure  ther 
fall,"  he  says. 

Perhaps  the  best  ad 
for  investors  is  to  pick  ii 
national  funds  that  limit 
hedging.  To  find  out  i 
the  pohcy,  call  the  fund 
pany  or  manager  for  cl 
cation.  And  if  you  won't 
comfortable  unless  you 
no  currency  risk  at  all, 
seas  investing  may  not  b 
you.  Toddi  G? 


.1' 
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"yTrEALTH  Care  for 
# — y  Needy  Newborns 

Ji  Is  fFiTHiN  Our  Grasp. 

There  is  a  iiroii/)  of  fu'of)/e  Caught  hi  the  niuUUe.  F  a  mi  lies  xirho  earn  too  iiiueh  to  qii<iHj\ 
''or  state  Meeli-Cuil  hut  not  eiioir^h  to  iifforel  private  iiiedieal  iiisiiranee  that  eovers  preveii- 
'ative  eare  for  infants.  ♦  Their  ehildren  are  at  risk.  ♦  No  one  should  have  to  choose 
between  paying  rent,  piittiw^  jooel  on  the  table  or  takiw^  their  ehild  to  the  doetor. 


%  The  Alexian  Brothers  Hospital  Foundation  is  aeutely  avrare  of  families  fai ed 
'with  these  kinds  of  decision s.  And  so  the  Foundation  has  established  a  proiiram  called 
Project  Health  Start'  '.  ♦  The  pro<^ram  offers  Free  well-baby  care  and  immunization 
U)  jamilies  in  the  Bay  Area.  ♦  If  you  know  someone  caught  in  a  financial  Bind,  unable  to 
Provide  Proper  health  care  for  their  babies,  tell  them  about  Project  Health  Start. 
>  And  if  in  your  heart  you  can  understand  the  importance  of  such  a  program,  consider 
making  a  contribution. 

Give  the  Gift  of  Health  to  a  Newborn . 


I'      U      ()      I      I       (  T 

Health  Start 


^OR  More  Information  about  Project  Health  Start,  Call:  ( 408)251-4900. 


We  Supply 


some  o 


f  tk 


husiest  kitckens 
m  town 


St.  Aiitkony's;  Meals  on  Wkeels, 
Larkin  Street  Youtk  Center 

Colic 

loo  J  lo  lUjcuoIcs  1 1  jo  I  Ice  J 

BANK 


According  to  legend,  a  little  child 
had  a  dream  about  the  best  way  to 
harvest  and  prepare  wild  rice.  That  i 
should  be  knocked  from  the  stalks 
with  blessed  sticks,  then  parched  in 
the  sun  and  danced  on  to  remove  the 
husks.  The  people  did  this  and  they 
made  it  through  the  winter  with 
enough  to  eat.  "Manomin"  was  the 
word  the  child  dreamed,  and  that  b^'^ 
came  the  word  for  rice.  "Menomine< 
is  the  name  of  the  tribe,  and  it  mean 
"Keepers  of  the  Rice."  These  words 
and  traditions  came  from  the  dream 
of  a  child.  Which  is  just  one  reason  tl 
Menominee  have  always  made  it  a  poi 
to  talk  to  their  children.  And  to  listen 


AMERICAN 
INDIAN 

COLLEGE 

FUND 

Help  save  a  culture  thnt  could  save  ours 
by  support iug  the  29  American  Indian  colleges 
American  hidian  College  Fund, 
mi  Osa'^e  St.,  Bld'^.  D,  Suite205-A,  Denver,  CO  802 
1-800-776-FUND. 


Special  tliaiiks  to  the  US  West  Foundation  for 
iindcnvriti)ig  production  costs  for  this  advertiseme 
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Ulill 

I'm 
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BY  DON'T  YOU  GO 
DE  A  KITE 


a  gusty  afternoon 
arly  spring,  I  find 
lelf  on  a  New  Jer- 
beach  sitting  in  a 

m  buggy  reminiscent  of 
alastic  Mattel  trikes  I 
:  to  spin  out  as  a  kid.  In 
of  me  in  this 
•aption  is  a 
holding  a  kite  explain- 
;he  intricacies  of  "lift" 
"drag."  Before  I  have 

to  wrap  my  mind 
id  the  aerodynamics,  the 
catches  the  kite,  and  we 
own  the  beach  after  it. 
;  we  skim  over  the 
nd,  details  whoosh  by: 
ling  people,  seashells, 
s.  Then,  when  I'm  not 
:ting  it,  we  make  a  turn 
the  waterline.  Tires  kick 

spray  of  sand,  ocean 
dampens  my  face.  Cool, 
pick  up  more  speed, 
!  a  fast  tui'n,  then  anoth- 
xcept  for  the  wind's  rush 
;he  grainy  sound  of  tires 
1st  the  sand,  it's  com- 
ly  silent. 

r  FUN.  Imagine  the  thrill 
dune  buggy  Viithout  the 

CaUing  theii-  new  sport 
tion  kiting,"  enthusiasts 
large  kites  and  wind  to 
ir  everything  from  bug- 
and  boats  to  water  skis 
snow  skis,  ice  skates  and 
le  skates.  That  way, 
1-seekers  can  enjoy  the 
naline  rush  that  comes 
snowmobiles,  all-terrain 
;les,  and  jet-skis  without 
ng  up  the  environment 
•eating  lots  of  noise  and 
tion.  "When  you're  go- 
10  miles  per  hour  and 
'  inches  off  the  gi'ound, 
,hink  you're  in  a  Porsche 

says  Fran  Gramkows- 
hose  Haddonfield  (N.J.) 
any.  High  Fly  Kites,  im- 
■  buggies  and  kites  fi-om 

Zealand. 

e  idea  of  hitching  a  lide 
kite  has  been  aroimd  for 
Legend  has  it  that  Ben- 


LEISURE 


jamin  Franklin  skated  across 
the  frozen  Delaware  River 
wind-powered  by  a  kite,  and 
in  the  19th  centuiy,  a  few  ec- 
centrics used  kites  to  pull 
their  carriages.  But  because 
kites  were  hard  to  control, 
the  concept  never  caught  on, 
and  most  wind-powered  ve- 
hicles remained 
either  awkward 
or  erratic. 

Gradually,  kite  fans  ad- 
dressed these  problems.  In 
the  1940s,  the  military  devel- 
oped "soft-ram  air  kites"  that 


but  up  and  down  and  back 
and  forth.  As  a  result,  even 
a  klutz  can  control  a  soft 
kite.  The  real  turning  point 
for  traction  kiting  came  in 
the  late  1980s,  when  New 
Zealander  Peter  Lynn  in- 
vented a  bantamweight  kite 
buggy.  Before  long,  hobby- 
ists began  replacing  the  bug- 
gy's wheels  with  pontoons 
for  water  and  blades  or  skis 
for  frozen  surfaces. 
FESTIVAL.  Fans  gather  in  the 
great  open  spaces:  beaches, 
atliletic  fields,  lakes,  and  snow 
fields.  (Some,  such  as  national 
parks,  requu-e  pennits.)  They 
come  for  the  speed,  but  also 
for  the  challenge  of  harness- 
ing the  ever-changing  wind. 
The  sport  has  become  almost 
mainstream  in  Europe,  espe- 


usually  have  schedules  for  lo- 
cal events. 

The  sport  has  a  lot  to  rec- 
ommend it.  Most  vehicles  can 
be  assembled  in  half  an  hour 
and  dismantled  for  storage 
under  a  bed  or  in  a  closet; 
when  not  in  use,  kites  can  be 
stuffed  into  a  day  pack.  A 
buggy  can  mor-ph  into  an  ice- 
boat, a  catamaran,  even  a 
snowmobile.  Kites  that  unfold 
to  50  square  feet  in  light 
breezes  have  panels  that  can 
be  zipped  away  to  make  a 
smaller  kite  for  stronger 
winds.  And  one  more  thing 
to  consider:  After  an  initial 
investment  of  $650  to  $1,.500 
for  a  kite  and  something  to 
ride,  you  don't  have  to  pay 
for  a  lift  ticket,  maiina  berth, 
or  engine  maintenance. 


Major  Traction 
Kiting  Events 

GWEM  IMES  SPORT  KITE  CHAMPI- 
aNSHlPS  Grand  Haven,  Mich., 
May  18  &  19,  616  846-7501 

WiLDWOOD  lNTERNATt(»4AL  KITE 
FESTIVAL  Wild  wood,  N.J., 
May  22-27,  215  736-3715 

NEW  YORK  STUNT  KITE  CHAMPI- 
©NSHIP  Mitchel  Atlnletic  Connplex, 
Uniondale,  N.Y.,  Aug.  17-18, 
203  531-1084 

INTEMNAIlJm  KITE  SKIING  Wmm 
CHAMPIONSHIPS  Madison,  Wis., 
Jan.  30  to  Feb.  1,  1997, 
414  241-8862 

SPRINS  BREAK  BUGGY  BUST  I  van  pah 

Dry  Lake,  California-Nevada  border, 
March,  1997,  609  429-6260 


don't  have  the  BREEZING:  A  big  kite  cially  Germany, 
usual  stick  sup-  powers  everything  It's  growing 
ports.  Looking  in-  from,  buggies  to  boats  steadily   in  the 


stead  like  aii-  mat- 
tresses with  one  side  cut 
open,  soft  kites  forgive  all  but 
the  worst  mistakes.  They're 
easy  to  launch  but  not  to 
crash.  Best  of  all,  they  fly  in 
the  hghtest  breeze. 

The  addition  of  four  rig 
lines  in  the  1980s,  rather 
than  the  single  one  used  by 
Ben  Franklin,  enabled  flyers 
to  direct  a  kite  with  preci- 
sion: not  only  right  and  left 


U.S., 


New 


Zealand,  and  Australia.  Over 
the  Memorial  Day  weekend, 
thousands  of  traction  kiters 
will  gather  at  the  sport's 
largest  U.  S.  event:  the  Wild- 
wood  International  Kite  Fes- 
tival in  New  Jersey.  Call  the 
American  Kitefliers  Assn. 
(800  252-2550)  for  sites  of  oth- 
er festivals  and  information 
on  ordering  its  $5  D-action 
Kiting  Manual.  Kite  stores 


DATA:  AMERICAN  KITEFLIERS  ASSN. 

Of  course,  tearing  around 
tethered  to  the  wind  can  be 
dangerous.  An  errant  gust 
can  pull  a  kiter  right  into  the 
stratosphere.  It's  not  life- 
thi'eatening,  though.  If  things 
start  to  get  out  of  control, 
you  can  just  let  go  of  the  kite 
as  soon  as  you  can.  And  be- 
cause traction-kiting  vehicles 
have  low  centers  of  gi'avity, 
they're  relatively  stable.  The 
happy  result:  You  can  almost 
fly  like  the  wind,  but  still 
avoid  the  spills  during  the 
thrills.  Heather  Millar 
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HOW  TO  USE  r 

m CHOOSE  T 


matured  Speakers: 


inda  A.  Hallman 

ce  President  of  Information 
'Stems  and  CIO, 
uPont  Company 


In  partnership  with: 


M\cxoAqo 

INFOSYSTEMS  SERVICES 


Don  Tapscott 

Author  of  the  new  bestseller 

"THE  DIGITAL  ECONOMY:  Promise  and  Peril 

in  the  Age  of  Networked  Intelligence" 


Smartsourcing:  Impact  and  Implementation 

June  25th  and  26th.  McGraw-Hill  Headquarters,  New  York,  NY. 


lan  outsourcing  your  company's  IT  systems  improve  your  bottom  line?  Find  out  how  your 
ny  can  prosper  by  doing  more  of  what  it  does  best. 

in  Business  Week  and  some  of  America's  most  successful  industry  leaders  for  "Smartsourcing: 
t  and  Implementation."  This  interactive  gathering  will  focus  on  effective  insourcing  and 
rcing  strategies  for  businesses,  with  a  particular  emphasis  on  information  technology, 
you're  a  CIO,  CFO,  SVP  of  Technology,  or  IT  strategist  and  decision  maker,  you  won't  want 
>  this  strategic  industry  event. 


;r  for  "Smartsourcing:  Impact  and  Implementation,"  call 

-2184,  e-mail:  bwepinfo@aol.com,  fax  your  response  to 

-6281,  or  mail  this  registration  form  to: 

(eiina,  Business  Week  Executive  Programs, 

nue  of  the  Americas,  36th  floor.  New  York,  NY  10020-1095 


'5 

Bill  my: 

iiciosed 

k  payable  to  Business  Week  Executive  Programs 


_American  Express 
.MasterCard 
Visa 


ADDKK.SS 


lELKI'HONK 


I'RIMAKI  IH'SINKSS 


BusinessWeek 


WM  AL  RF\  HNl  K 


EXECUTIVE  PROGRAMS 


Beyo7id  news.  Intelligence. 


The  McGraw-Hill 


Business  Week 


BusinessWeek 


PHONE:  (312)  464-0500 
FAX:  (312)  464-0512  OR  WRITE: 


BUSINESS  WEEK  MARKETPLACE 
500  NORTH  MICHIGAN  AVENUE,  SUITE  2010 
CHICAGO.  IL  60611 


Business  Opportunities 


How  to 
properly  slice 
a  bagel. 

And  other  things  to  know 
before  opening  a  bagel  shop 
Our  Total  Success  Program 
IS  your  guarantee  for  a 

successful  bagel  business. 
Call  for  info  and  free  video: 

1  800-878-4070  Dept.  B 

Empire  E 

Bakeiy  Equipment  Inc 


$80  For  Two  Aspirin? 


Over  90%  of  all  hospital, 
medical  and  health  insurance 
company  bills  contain  substan- 
tial mistakes.  Recover  over- 
charges for  patients  and  make 
half  as  your  fee.  Clients  are 
everywhere.  Make  a  substantial 
doctor's  income  in  the  perfect 
home  based  business.  Affiliates 
being  established  nationwide. 
$10,000  investment  required. 
Call  Medical  Recovery  Service, 
Inc.,  for  full  information. 
(800)  700-7089  or  (702)  471  -1 280. 


INCORPORATE 

IN  ANY  STATE  BY  PHONE  OR  FAX 

Specializing  in  Delaware  corporations  ,t  LLC's. 

for  as     S^C  P'"^ 
little  as  state  fees 


CONSl.fLTANTS  WANTED! 


For  the  explosive  growth  in  ISO  9000 
We  train  you  to  run  your  own  practice. 

Management  experience  required 
Executive  income,  Professional  career 

STRIDER  INTERNAIIONAL 
1-800-891-6629 


"...MAKE  SIX-FIGURE 
INCOME  WORKING 
AT  HOME."  Money  3/96 


Ranked  by  Money  magazine 
among  the  top  10  home  busi- 
nesses with  best  growth  and 
highest  income  potential.  Spe- 
cialized business  consulting. 
$13,000  start-up  capital  required. 
Call  Mon-Fri  9am  -SiSOpm  ,  CST. 

(800)  660-0330 


$450,000  This  Year 
From  Home 


Break  free  New  ground  floor 
opportunity  yields  $10K  (5007^  ROIl 
in  4-6  weeks,  six  figure  income  for 
'96.  No  travel,  no  meetings,  no  MLM. 
Call  1-800-432-0018  Ext.  2776 
today  for  free  2  minute  message 
Freedom  Associates 


;  800-318-7407 

FU  302-652-6760 
http://w¥fw.corpco.com 


INCORPORATION 


•  FREE  Information 

•  All  30  States  and  Offshore 

•  Reliable  Service  and  Low  Prices 

Corporate  Creations® 
800-672-91 10  •  305-672-0686 

http://www.corpcreations.com/cc/ 


TRADEMARK 


Education/Instruction 


Accredited  MBA  and  MS  Degiee.s 

SuicK  Willi  piok-ssionals  Ironi  llic  llnilc-cl  Stales  and  aiounil  tin- 
.^Icilic  \uu  can  vMlli  ISlMs  inlerai li\ i-.  online  classrciDiii 

ISl.M  l.ll.  TS 


An  advanced  degree  program 
named  #1  by  the  U.S.  Distance 
Learning  Association 

No  residency  requirement 


The  flexibility  of  guided, 
self-paced  study  programs 

Credit  transfers 

A  worldwide  student  body 


lirsi  ol  all.  v'liu  I  .in  (.unipk-lr  an  IMM  ik'^Kc  in  .is  litik-  .is  IS 
iiiDiitlis  Willi  an  a\ci,i,m-  <il  in  hdurs  a  week  in  sUkK  nine 

\  isii  lsj,\l  ( .11  ihe  Iniriiu  i 
liril'  //\V\V\V  (,AS()(;O.M  ii:  l'H(  IVIDI  KS  IMMIIIMI 


(Ml  ISIM  Ai  l-H(KI-  )  1 1  ISI\l 
OH  S(l.-5-.-5,i,i-  111  I 
I  \x   V)',-',M>- 1  1  I  1 


<.:<  IN  IAI  I  l.SlM  VIA  kMAII 

AD.MINCI.SIM  COM 


sill  V 


ICIIHIKI   SlUIII,K«iM   ^sl)        DlNMIi,  CoDKMBJ  SnJJJ 


Internet  Services 


Tlow  to  promote 
I  your  business 
I  on  the  ^ 


)ided  Message 

(800)641-61081 

Association  of  Internet  Usersj 


WE  CAN  PUT  YOU 

ON  THE  INTERNET 


Web  Page  Design  &  Development 

•  Programming  (HTML,  CGI,  Jjva) 

•  Personal  Internei  .\ddress 

•  Your  Compuier  or  Ours 

Free  Consultation  &  Sample  Home  Page 


iNet//Web  Solutions,  Inc. 
213/851-6400 

E-Mail;  Info@iNetWebInc.com 


Investment  Services 


PROTECT 
YOUR  PROFITS! 

Here's  how.  Read  the 
Agressive  Investor 

Three  months  $55 
One  year  $195 

The  Agressive  Investor 

P.O.  Box  4011 
Ceritos,  Ca.  90703-4011 


Education/Instruction 


Earn 

Your 

C()LLE(;e 

Decree 

At 

Home 


ACCREDITED BS  MS  8  MBA 
Business  Adminislration,  Finance, 
Accounling,  MIS,  Health  Care  Admin 
Enwonmenlal  Science  Psyctiology, 
and  Criminal 
Justice 

'  Approved  by  > 
major  companies  i 
Free  catalog:  ' 
1-800-767-CHAD 


MBA  BY  Distance  Learning 

Major  British  uiiiveisity  offers  acoediled  IvIBA,  no 
Bachelor's  or  GMAT  needed  Chosen  by  Economist 
Intelligence  Unit  as  one  of  world's  best  MBA  programs 
HERIOT-WATT  UNIVERSITY  I  (800)  MBA-0707 
North  American  Distributor  I  •  Ask  tor  exf  20 
6921  Stockton  SI,  Suite  2,  El  Cpirito,  CA  94S',iO 
For  immediate  FaxBack  literature:  from  your 
tax  machine's  phone,  call  (510)  486-8900. 


INTERNE 
WEB  PAGES 

•  Advertise  your  Company/Prodi 

•  Small  business  starter  package 

•  Hosting  /  development 

•  Only  $  30/month 
800-932-8802     Email   info  @  xm  ,c| 

URL  http  //  www  xm  com 


WEB  PAGE 
HOSTING/CREATIOI 

Own  Home  Page  On  WWW 
Only  $9.95/month 

No  Set-Up  Fee 
Starnet  Universe 
800-714-4529 
http://www.staruni.coin 


Telecommunications 


GO 


FAX  BROADCASTING  I 


.12-17  Per  Minute  24  hour  rat 
No  monttily  minimum   No  set-up  f 


800-869-283{  - 
310-575-5045 

(24  hour  lax-on-dem  Of^ 


Education/Instruction 


INVEST  IN  YOU 


Your  VALUE,  Is  Whal  You  Know 
Approved  BS's  and  Masters  in  Business  a 
Bngineenng  Through  Distance  Leaminj 


CNU 


lh>J(N  Parthenia  Slreel,  Nonh  Hills.  CA  91 

For  Catalog  Call  1-800-782-242*'^ 
Web  Site:  http:  //www.cnuas.edi  ^ 


FREE  video! 


EXTERNAL  DEGREEiJ^ 

BA/BS  MS/MBA  PhD/JD 
I  Credit  for  work  /life  exp  •  Accredit 
(800)  444-8569  (24  hrs.) 

LaSalle  University 

I  Dept.  569  fiHandeville.  LA  70470-4t 


1} 


University  Degre 


Approved  Self  Paced  Home  Si 
Associate  Bacfielors  Masters  Do< 

Emphasis  in:  Business  Admin,  Public  Ai 
Health  Care  Admin,  Human  Resou 
Finance.  Int'l  Business,  Tech  Mgml, 
Paralegal,  Psychology.  Computer  Sell 
1-800/477-2254  (24  hrs) 
Southern  California  Univers 
for  Professional  Studies 
1840  E.  17  St-BW,  Santa  Ana,  CASK-v 


FOR  AD  RATES  AND  INFORMATION 

PHONE:  (312)  464-0500 
FAX.  (312)  464-0512  OR  WRITE: 


BusinessWeek 


Marketplace 


BUSINESS  WEEK  MARKETPLACE 
500  NORTH  MICHIGAN  AVENUE,  SUITE  2010 
CHICAGO,  IL  6081  1 


'romotion/Display  Products 


^ture  Displays 

LARGEST  SELECVON 
IN  THE  COUNTRY 


)mmunications  Services 


G  DISTANCE  BLOWOUT! 

Domestic  5.3g  -  33? 
)w  International  Rates! 
airier  Rates  Available! 
bit  Cards  In  Wholesale! 
usiness  accounts  only! 
C  212/631-7558  (Office) 
-739-0079  (Leave  msg) 


LOWEST 
3NG  DISTANCE 

iranteed  Savings  Of  At 
Least  10%  Over 

Your  Current  Rate 
Save  10%-40% 

-800-342-1188 


it  Rates  In  The  Countr 

mill  IN7  1  KI  .\ 


Your  Next  Conference  Call  By  Calling 


;00-787-MEET 

http://www.eagle.net  


Dmmunications  Products 


L   L    U  L 

Nation's  Leading 
liar  Phone  and 
issory  Supplier 
»st  Prices 
i  Day  Shipping 


■571.4760?f§fl 


TODAY  FOR  A 
!  CATALOG! 


ERICSSON  S 


Sports  Equipment 


Cheat 
At  Tennis 


jTKNMS  Ti  r()R|  Your  Own 


»P  Tennis  Ball 
Machine 


1-800-448-8867 

for  FREE  brochure 


Culinary  Tools 


Savings  from 
PROFESSIONAL  CUTLERY  DIRECT 


The  Wusthof-Trident 
GRAND  PRIX  6"  Cook 
$?2  $46.50 


fREE  catalog. 

Incredible  selet  lion 
oi  fine  lulmjry  ttxjh 


Professional  Cutlery  Direct 
(800)  859-6994,  Dept.  BW65 

cni.iil  BW5S»i'()-c-d  lom 


Corporate  Gifts 


Logo  Tattoos  ! 


1000  Temporary  Tattoos  with  your  Logo, 
Just  $189,00!!! 
or  2000  Tattoos,  Just  $299.00!! 

plus  S7.00  SiH  (CA  add  7.25%  sales  lax) 

Customized!  Full  Color!  2"  X  2"! 


Send  your  sized,  color  logo,  or  artwo* ,  along  with  , 
a  ctieck.  company  P.O.  or  Visa  /  MC  »  lo:. 


Calico  Temporary  Tattoos 
315  Plantation  Way  •  Vacaville,  Ca  95687 
Tel:  707/448-7072  •  Fax:  707/446-8273 
^  ,AllQw,4-6wMksfpraelivery 


Art/Collectibles 


Menswear/Fashion 


MEN'S  WIDE  SHOES 

EEE-EEEEEE,  SIZES  5-13 
High  quality  •  750  styles  *  Free  catalog 


HITCHCOCK  SHOES.  INC. 

Dept.  55E  Hingham,  MA  02043 
1-800-992-WIDE 


Corporate  Gifts 


1  F'"''°''f.rj 

1  000  productel 

■  on  tne  ^ 
1  ^^|or^d^NwJe 

■  \Neb. 

Enter  to  win 
1^,000  in  FREE 
I  ad  specialties, 
I  too! 

PROMOMART 

http://www.promomart.com 

Promote  your  business 

AND  irviAGE 
T  Cotpofote  giveaways,  recognition  gifts 
V  Custom  engraved  mugs,  glasses  &  troys 
T  Award  plaques,  signs,  and  nome  tags 
^i-  Self-  Inking  rublDer  stamps 
c.£,c^,     (800)  545-1132 

Mtp://w*''.v,websia'pp,com,/-slamps 


Corporate  Gifts 


Promote  Your 

Business 

Use  Quality  Logo  Items 

Coffee  Mugs 

$  .96 

Tee  Shirts  ■  100%  Cotton 

$  3.76  ea. 

Polo  Shirts  -  Embroidered 

13.50  ea. 

Brushed  Cotton  Caps 

3.15  ea. 

Mouse  Pads 

2.00  ea. 

3M  Posl-it  Note  Pads 

.40  ea. 

Travel  IVIugs 

1.94  ea. 

Golf  Balls 

18.91  doz. 

1        D(.p''n<l,il>le  Semce  lo  Co 

npanifs  Worldwidt 

Call  CREATIVE  INFLUENCE! 

800  722-IDEA  (4332) 

Visit  our  Web  Mie  to  brow 

se  our  catalogs. 

http://www.logomall.com/ci 

Corporate  Gifts 


PROMO  DEPOT 

DISCOUNT  PROMO  MERCHANDISE 


IMPRINTED 
PORCELAIN 
MUGS 


IMPRINTED 
32  OZ. 
SPORT 
BOTTLES 


LOGO 
HER 


AS  LOW  AS 


^  ^^^^AS  LOW  AS  ■ 

99^j79*l 

kOTY  -  1008.^^^L  EACH 


1  (800)  670-3050^ 

FAX:  (510)781-3905  •  FREE  BROCHURE 


OWN  IT  EVEN  IF  YOU  DON'T  DRIVE  AT  INDY! 


The  F-1  Racing  Chronograph:  si,\ 
haiid.s,  tour  dials,  twin  push  liuttons. 
date  window,  mineral  lens,  rotatiim 
bezel,  split  second  and  elapsect 
time,  stainless  steel  biuid,  preci- 
sion VD57  quartz  movement 
made  by  SEIKO  Coip.  This  at- 
tention-uetter  not  available  any- 
where else.  Money  back  guiuan- 
teeand  waiTcUity.  $250  value.  Only 

$129-1-  $4  ,s&ll  SAME  DAY  SHIPPING. 
RACING  GROUP  1  -  270N Canon  Dr.. 
Dept  #  1 402'BWS.  Bcuerh  Hills  CA  902 1 0 


Credit  Cards  Call  i  i  -800-544-4365 


FOR  AO  RATES  ANO  INFORMATION 

PHONE:  (312)  464-0500 
FAX;  (312)  464-0512  OR  WRITE: 


BusinessWeek 


Marketplace 


I 


BUSINESS  WEEK  MARKETPLACE 
500  NORTH  MICHIGAN  AVENUE,  SUITE  2010 
CHICAGO,  IL  60611 


Computer  Services 


IMAGERS. 

Digital  Output  i  Production  Center 
Overnight  Services 


^^V^^ftat  need.- 
rndigo 


Digital'4-Color  Printing! 

•  Brochures.Product  Literature, 

•  Business  Cards  &  Newsletters... 


■  Print  1-1000    short  run! 

■  24-48  hour  service       rush  also 

■  Expert  Customer  Support  Team 


Outpiit»Production»Design 


800-672-7031  •404-351-5800 

1575  Northside  Dr  Suite490  Atlanta  30318 


www.imaqprs.com 


Computer  Equipment 


HEWLETT-PACKARD 

Buy-Sell-Trade 

LaserJet  ColorPro 
DeskJel  Draft  Pro 

RuggedWnter  Draft/Master 
Electrostatic  Plotters  DesignJet 
HP  9000  Workstations  and  Vectras  also  available 

Ted  Dasher  &  Associates 

4117  Second  Ave  ,  S  Birmingham,  AL  35222 

Ptione;  205/591-4747  Fax:  205/591-1108 
800/638-4833  •   E-matl  sal6s@dasher.com 


Business  Services 


Business  & 
Computer  Checks 

Save  30-50% 

$10  95 

slaning  al     -I  y         ^■  S&H 

Buy  direct  from  the  manufaclurer 
Call  for  a  free  brochure 
and  fax  ordering  instructions. 

1-800-239-4087 


CORPORATE  VIDEOS 


Promotional,  Sales  or  Training 
videos  produced  for  $7,500! 

•  Beta  SP  format 

•  Location  shooting 

•  Digital  editing. 
American  Media  Group 

1-800/569-7326 


sAUAIIARIFl  I 


20,000  ACADEMIC  TOPICS  AVAILABLE 

Send  $2  lor  the  280  page  catalog 
Custom-written  reports  also  available 
RESEARCH  ASSISTANCE 
11322  Idaho Ave.#206BF 
Los  Angeles,  CA  90025 
TOLL  FREE  HOTLINE:  800-351-0222 

01  310  477-8226 


IVIanagement  Consulting 


Executive  Consultation 

.'\  shadow-consultant  tutcjrs  vou  pnvaiely 
while  you  manage  business  and  lead  people 
Topics  include  Org.  Desgin  &  Behavior; 
New-age  Leadership;  Power,  Politics  & 
Conflict;  Group  &  Team  Diversity;  Values 
Align-meant  Inc.  908-755-3322 

A  female  owned  &  operated  corporation 


Franchising 


Franchise 

your  business! 

Call  (or  information  about 
"Franchise  Your  Business"  seminars 
scheduled  throughout  the  country. 

Francorp^ 

specialists  m  Franchise  Developnieni 

1-800-877-1103  Bw 


CUSTOM  STORAGE  SYSTEMS 

Closet '  Garage  •  Home  Office  •  Entenainment  Center 

No  I  raled  in  USA  Large  eiclusive  lernlom 
Complele  naming  &  on-going  suppon 

Call  David  Louy.  VP  r"2j» 
(.11111  516-7000    FAX  (.110)  538-2671) 


Capital  Available 


BANKER  BLOWOF 


Tired  ol  getting  the  runaround  from 
bankers  who  aren't  really  lending? 
New  database  lists  l,OO0's  of 
alternative  lenders  and  investors  wh  " 
are  aggressivdy  financing  high  risk 
business  ventures.  CAIX  for  FREE 
info.  800-580-1188  Qntlfefge 


Travel 


500  BONUS 
FREQUENT  FLYER  MIL 
for  each  $200  Purch 


CrewGear. . . 
Your  One  Stop  Travel  St 

'  Lut;gage  bv  I  ravelpro', 
BC5yT'  &  More 

•  Complete  Travel 
Accessories 

•  Sunglasses 

•  Watches 

•  Gifts 

•  FREE  Color 
Catalog! 


ADVERTISE  IN  THE 
BUSINESS  WEEK  MARKETPLACE 
AND  REACH  OVER 
5.4  MILLION  RESPONSIVE  READERS!! 

The  next  Marketplace  section  closes  on  May  24th 
For  rates  and  information  contact: 

Business  Week  Marketplace 
500  North  Michigan  Avenue 
Suite  2010 
Chicago,  IL  60611 
Phone  312-464-0500 
Fax  312/464-0512 


I 


m 
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isiness  Week  Index 


DUCTION  INDEX 


nge  from  last  week;  0,8% 
nge  from  last  year:  4.9% 


PRODUCTION  INDICATORS 


PRODUCTION  INDEX 

Apr.  27=127.3 
1992=100 


May  Sept  Jan  Apr 

1995  1995  1996  1996 

idex  IS  a  4.week  moving  average 

reduction  index  increased  during  the  week  ended  Apr.  27.  Before 
ation  of  the  four-week  moving  average,  the  index  also  rose,  to  128.6 
I  revised  127.7.  In  the  latest  week,  increases  in  the  seasonally  adiusted 

of  autos,  paperboard,  paper,  and  lunnber  contributed  to  the  overall 
:e.  For  April,  the  index  rose  to  127.3  from  125.1  in  March, 
ading  index  will  be  unavailable  for  an  indefinite  period. 

jrtion  index  ^opvnghl  1996  by  The  McGraw-Hill  Companies 


DING  INDICATORS 


LATEST 
WEEK 

WEEK 
AGO 

YEARLY 
%  CHG 

K  PRICES  (5/3)  s&p  500 

641.63 

653.46 

23.9 

ORATE  BOND  YIELD.  Aaa  (5/3) 

7.77% 

7.66% 

-2.8 

ATRIAL  MATERIALS  PRICES  (5/3) 

110.0 

109.3 

-4.4 

<ESS  FAILURES  (4/26) 

NA 

NA 

NA 

ESTATE  LOANS  (4/24)  billions 

$507.7 

$508.6r 

6.8 

Y  SUPPLY.  M2  (4/22)  billions 

NA 

NA 

NA 

\L  CLAIMS.  UNEMPLOYMENT  (4/20)  thous  372 

359 

5.7 

es:  standard  &  Poor's.  Moody's.  Journal  of  Commerce  (index:  1990=100).  Dun 
street  (failures  of  large  companies),  Federal  Reserve,  Labor  Dept 

BREST  RATES 

RAL  FUNDS  (5/7) 

LATEST 
WEEK 

5.24% 

WEEK 
AGO 

5.50% 

YEAR 
AGO 

6.00% 

lERCIAL  PAPER  (5/8)  3  month 

5,41 

5.40 

6.05 

IFICATES  OF  DEPOSIT  (5/8)  3  month 

5.38 

5.36 

6.01 

MORTGAGE  (5/3)  30  year 

8.31 

8.16 

8.45 

STABLE  MORTGAGE  (5/3)  one  year 

5,92 

5.84 

6.24 

E  (5/8) 

8.25 

8.25 

9.00 

IS:   Federal  Reserve.  HSH  Associates,  Bloomberg  Financial  Markets 


LATEST 
WEEK 

WEEK 
AGO 

YEARLY 
%  CHG 

d  1 CCL  \DiH-)  tnous.  OT  net  tons 

1  Q7  1 

U.D 

HU 1  uo  to/4j  units 

TDIIPIfC  unite- 

inUwiVo  units 

1  "59  "^1  ^  rti 

LjC,3  /  I  Iff 

CLCbiniw  ruffcn  ^d/4j  millions  ot  Kiiowdtt-nrs. 

jo.DU  1 

Rc;  c  1  7 « 
DO.u  i  /  tf 

PDIinF    nil     DEFIIIIIIft    l(^IA\   fhmic-      r^i    KKI  lA-HM 

wnUiic-uiL  ncrininu  id/hj  tnous.  ot  DDi./aay 

1  A  O'^Q 

1/111  Oit 

1  Q 

wUHL  (4/z/j  tnous.  OT  net  tons 

iy.ou  /  ff 

1  Q  Qc;/i 

PAPERBOARD  (4/27)  thous.  of  tons 

846, 9# 

828, 3r 

-6,3 

PAPER  (4/27)  thous.  of  tons 

815, 0# 

802, Or 

-2,4 

LUMBER  (4/27)  milhons  of  ft. 

459.9# 

459.4 

5,3 

RAIL  FREIGHT  (4/27)  billions  of  ton-niiles 

25, 7# 

25.3 

1.6 

Sources:  American  Iron  &  Steel   Institute,   Ward's  Automotive  Reports.  Edison 
Institute.  American  Petroleum  Institute,  Energy  Dept..  American  Forest  &  Rape 
Association,  WWPAi,  SFPA2.  Association  of  American  Railroads 

Electric 

PRICES 

LATEST 
WEEK 

WEEK 
AGO 

YEARLY 
%CHG 

GOLD  (5/8)  $/troy  oz. 

394,800 

392,300 

16 

STEEL  SCRAP  (5/7)  #1  tieavy.  $/ton 

140,00 

139  50 

-1.1 

COPPER  (5/4)  e/ib. 

125,9 

128.2 

-2.4 

ALUMINUM  (5/4)  t/\b. 

76.0 

74.5 

-12,1 

COTTON  (5/4)  strict  low  middling  1-1/16  in,,  t/\b 

85.40 

84.42 

-19.1 

OIL  (5/7)  $/bbl. 

21.00 

21.00r 

6.9 

Sources:  London  Wednesday  final  setting,  Chicago  market,  Metals 
market.  NYMEX 

Week.  Memphis 

FOREIGN  EXCHANGE 

LATEST 
WEEK 

WEEK 
AGO 

YEAR 
AGO 

JAPANESE  YEN  (5/8) 

105.21 

105.11 

86.85 

GERMAN  MARK  (5/8) 

1.52 

1.53 

1.45 

BRITISH  POUND  (5/8) 

1.52 

1.50 

1.57 

FRENCH  FRANC  (5/8) 

5.13 

5.18 

5.10 

ITALIAN  LIRA  (5/8) 

1558.4 

1566.0  1680.5 

CANADIAN  DOLLAR  (5/8) 

1.37 

1.36 

1.36 

MEXICAN  PESO  (5/8) 

7.478 

7.409 

5.910 

Sources:  Ma)or  New  York  banks.  Currencies  expressed  in  units  per  U.S.  dollar, 
except  for  British  pound  in  dollars 


data  in  the  production  indicators  are  seasonally  ad|usted  in  computing  the  BW  index  (chart);  other  components  {estimated  and  not  listed)  include  machinery  and  defense 
lent    l=Western  Wood  Products  Assn,       2=Southern  Forest  Products  Assn.         3=Free  market  value       NA=Not  available       r=revised       NM=Not  meaningful 


IHE  WEEK  AHEAD 


L  SALES 

ay,  May  14,  8:30  a.m.EOTP-  Retail 
ose  a  small  0.2%  in  April,  says  the 
T  forecast  of  economists  polled  by  mms 
ational,  one  of  The  IVlcGraw-Hill  Com- 
.  Weak  car  buying  offset  gams  else- 
Sales  rose  only  0.1%  in  March. 

UMER  PRICE  INDEX 

ay,  May  14,  8:30  a.m. edt  >■  Con- 
prices  likely  jumped  0.4%  in  April, 
a  surge  in  gasoline  prices.  Excluding 
nd  energy,  core  prices  probably  rose 
2%.  In  March,  the  total  cpi  increased 
while  the  core  was  up  0.3%. 


INDUSTRIAL  PRODUCTION 

Wednesday,  May  15,  9:15  a.m. edt>  Out- 
put rose  0.4%  in  April,  after  the  strike  at 
General  Motors  Corp.  contributed  to  a  0.5% 
drop  in  March.  The  operating  rate  likely  rose 
to  82.7%  in  April,  from  82.5%  in  March. 

BUSINESS  INVENTORIES 

Wednesday,  May  15,  10  a.m.EDT  >  Invento- 
ries at  factories,  wholesalers,  and  retailers 
were  likely  unchanged  in  March. 

HOUSING  STARTS 

Thursday,  May  16,  8:30  a.m. edt  >■  Housing 
starts  probably  fell  to  an  annual  rate  of 


1.43  million  in  April.  Starts  fell  3.9%  in 
March,  to  a  1.45  million  pace. 

PRODUCTIVITY  AND  COSTS 

Thursday,  May  16,  10  a.m.EDT^  Output 
per  hour  worked  probably  jumped  at  an 
annual  rate  of  3%  in  the  first  quarter,  after 
falling  0.8%  in  the  fourth.  Unit  labor  costs 
were  likely  flat  last  quarter. 

INTERNATIONAL  TRADE 

Friday,  May  1 7,  8:30  a.m.EDT  ►  The  for- 
eign trade  deficit  for  goods  and  services 
probably  widened  slightly,  to  $8.3  billion  in 
March  from  $8.2  billion  in  February. 


cnrwTj.«'i' jr»m. 
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IS 

Week 
Online 


Business  Week  presents 
frequent  live  conferences 
on  America  Online. 
It's  your  opportunity  to  ask 
questions  about  features 
from  the  magazine. 


•  r  1 

m 


Sunday  <- 

Are  food  prices  about  to 
soar?  U.S.  farm  policy  is 
changing,  and  global 
appetites  are  expanding.  Talk 
about  this  Cover  Story  with 
David  C.  Nelson,  food  and 
agribusiness  expert  at 
NatWest  Securities,  and  with 
one  of  the  story's  authors, 
John  Carey  of  BW's 
Washington  bureau.  May  12 
9  p.m.  EOT  in  the  Globe 

Monday 

Lawyers'  bills  can  choke  a 
small  company.  Find  out  how 
to  control  the  costs  of  legal 
advice  in  a  discussion  with 
Daniel  R.  White  of  Arthur 
Andersen's  Legal  Business 
Consulting  Group,  author  of 
^hat  Lawyers  Do — And  How 
to  Make  Them  Work  for  You, 
and  BW  Legal  Affairs  Editor 
Mike  France.  May  13 
8  p.m.  EOT  in  the  Odeon 

Transcripts  ot  all  conferences 
are  available  for  downloading 
from  the  BW  Online  area  on  AOL 
soon  after  each  event- 


fox  a  free  trial  diskette 
including  10  free  hours  on 
AOL,  call  1-800-641-4848 
and  mention  Business  Week. 


A  M  E  Ryl  C  A 


Index  to  Companies 

This  index  gives  the  starting  page  for  a  stoty  or 
feature  with  a  significant  reference  to  a  company. 
Most  subsidiaries  are  indexed  under  their  own  names. 
Companies  listed  only  in  tables  are  not  included. 


ACX  Technologies  (ACXT)  100 
Adobe  Systems  (AOBE)  36,103 
Aero  International  Regional  50 
Aerospatiale  50 
Airbus  Industrie  50 
AirTouch  Communications  6 
AK  Steel  (AKS)  43 
Alaska  Airlines  106 
American  Airlines  (AMR)  106 
American  Express  (AXP)  34, 
106 

American  Home  Products 
(AHP)  43 

America  Online  (AMER)  43, 106 
Ampex(AXC)  100 
Apple  Computer  (AAPL)  12, 17, 
36, 103 

Applix(APU()  103 
Archer  Daniels  Midland 
(ADM)  78,86 
Astra  35 
AT&T  (T)  6 

B 


Baltimore  Gas  &  Electric 
(BGE)  62 

BankAmenca  (BAC)  94 
BAT  Industries  66 
Bear  Stearns  (BSC)  34 
Bernstein  (Sanford  C.)  66 
Bertelsmann  8 
Blum  (Richard  C.)  94 
Boeing  (BA)  27,30,50 
Books  That  Work  17 
British  Aerospace  50 
British  Midland  Airways  106 

C  

Capital  Cities/ABC  (CCB)  90 
Cargill  86 
Caterpillar  (CAT)  43 
Challenger  Gray  &  Christmas  6 
Chrysler  (C)  102 
Ciba-Geigy  86 
Citicorp  (CCD  24 
CMP  Publications  61 
Coca-Cola  (KO)  54 
Colliers  International  26 
Columbia/HCA  Healthcare 
(COL)  40 

Columbia  Sponsored 
Network  40 

Compaq  Computer  (CPQ)  30 
Comparator  Systems  (IDID)  98 
CompuServe  43, 106 
Computer  Associates  (CA)  103 
Connect  103 
Content  106 
Continental  Gram  86 
Cooper  Wolpert  & 
Margoshes  100 
Coors  (Adolph)  (ACCOB)  100 


Dabney  Resnick  100 
Daimler  Benz  (DAI)  50 
Dataquest  30 
Dayton  Hudson  (DH)  66 


Dean  Witter  (DWD)  36 
Dell  Computer  (DELL)  17 
Deloitte  &  Touche  24 
DFA  Japanese  Small  Company 
Fund(DFJSX)  108 
Dimension  X  103 
Dow  Jones  (DJ)  30 
Dun  &  Bradstreet  (DNB)  103 

E 


EarthWeb  103 

Eastman  Kodak  (EK)  48,103 

Edwards  (A.G.)  8 

Enron  (ENE)  54 

Epstein  Becker  &  Green  35 

Essroc  61 

Exxon  (XON)  100 

F 


Fairview  Hospital  &  Healthcare 
Sen/ices  40 

Federated  Department  Stores 
(FD)  66 

FHP  International  38 
First  Union  National  Bank  103 
Flex-funds  Muirfield  Fund 
(FLIVIFX)  98 
Fokker  50 
Ford(F)  54 

Fu|i  Photo  Film  (FUJIY)  48 
FutureTense  103 


GAM  Europe  Fund  (GEURX)  108 
General  Electric  (GE)  12,24, 
26,  62 

General  Motors  (GM)  27,  54, 
115 

Giddings  &  Lewis  (GIDL)  30 
Glickenhaus  100 
Goldman  Sachs  94,98, 100 
GreenMan  Technologies  12 
G,T  Global  Funds  108 

H 


Hasbro  (HAS)  43 
Hewlett-Packard  (HWP)  17,30 
High  Fly  Kites  109 
Hilton  Hotels  (HLT)  106 
Hughes  Data  43 
Hyatt  Hotels  106 
Hyundai  54 


IBM  (IBM)  43,90,103 
IMC  Global  (IFL)  78 
Imperial  Oil  (IMO)  100 
Indoswiss  Aviation  50 
Institutional  Venture 
Partners  103 

Interstate  Bakeries  (IBC)  78 
Iomega  (lOMG)  43 


Jacoby  &  Meyers  102 
JavaSoft  (SUNW)  103 

K 


Kaiser  Permanente  38 
KeyCorp  (KEO  34 
KFC  (PEP)  86 


Kraft  Foods  (MO)  78 
Kroll  Travel  Watch  106 

L 


Landmark  Intemational 
Equities  12 

Legacy  Health  Systems  40 
Lehman  Brothers  (LEH)  30 
LH.  Fnend  Weinress  Frankson  & 
Bresson  94 

Lotus  Development  103 
M 


Mallinckrodt  Group  40 
Manpovi/er  Demonstration 

Research  72 
Marshall  Field  (DH)  66 
MasterCard  34 
Mattel  (MAT)  43 
May  Department  Stores  (MA)  66 
McDonald's  (MCD)  43, 78, 86 
McGraw-Hill  (MHP)  115 
McKinsey  90 
Mercedes-Benz  (DAI)  54 
Meridian  Investment 

Management  98 
Mernll  Lynch  (MER;  94 
Mervyn's(DH)  66 
Metro-Goldwyn-Mayer  8 
Metrawerks  36 
Meyer  (Laurence  H  )  30 
Micron  Technology  (MU)  12 
Microsoft  (MSFT)  17,24,36, 

103 

Mitsubishi  43 

MMS  International  (MHP)  115 
Monsanto  (MTC)  78,86 
Morgan  Stanley  (MS)  24,98, 
103 

Morningstar  108 
N 


NatWest  Secunties  (NW)  78 
Nelson  Publications  94 
Nestle  108 

Netscape  Communications 
(NSCP)  17,36 
Newbndge  Capital  94 
Nextwave  Telecom  43 
Nomura  Securities  6 
Northern  States  Power  (NSP)  62 
Northwest  Airlines  (NWAC)  94 
Nynex(NYN)  102 


OpenConnect  Systems  103 
OpenHonzon  103 
Oppenheimer  34 
Oracle  (ORCL)  103 
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Pacific  Dunlop  Textiles  90 
Packard  Bell  43 
PaineWebber  (PWJ)  98 
Pangenix  61 
Paramount  Pictures  8 
PeaceHealth  40 
Penney  (J  C  )  (JCP)  30,66 
Pennie  &  Edmonds  6 
Pioneer  Hi-Bred  (PHYB)  78, 84, 
86 

Pizza  Hut  (PEP)  86 
Pohang  Iron  &  Steel  43 
Popeye's  Famous  Fned 
Chicken  72 
Premier  40 

Procter  &  Gamble  (PC)  54 
Prodigy  Services  (S)  43, 106 


Putnam  Europe  Growth  Funj 
(PEUGX)  (PEUBX)  108  I 


Quantum  (QNTIVI)  100 
R 


Ramada  International  106; 
Rational  Software  (RAH)  1 
Redwood  Asset 
Management  100 
Redy-Mixt  Konkcrete  61 
R.F  Management  12 
RJR  Nabisco  (RN)  94 
Rosenbluth  Vacations  106 
Rowe  Pnce  Fleming  108 
Royal  Canbbean  (RCL)  10 


Samsung  50 
Sausage  Software  103 
Seagate  Technology  (SEG) 
Sears  (S)  43 
Sega  Enterprises  103 
Sika  61 
Silverman  Collura  &  Cham 
Simplot  (J  R.)  78 
Sony(SNE)  43 
Southwest  Airlines  (LUV) 
Standard  &  Poors  (MHP) 
Sterling  Diagnostic  Imagin 
Strategic  Insight  108 
Sun  Microsystems  (SUNW) 
Symantec  (SYMC)  103 
Syncrude  100 


Target  Stores  (DH)  66 
Tektronix  (TEK)  94 
Templeton  108 
Thomas  Nelson  (TNM) 
Tnlobyte  8 
T  Rowe  Pnce  108 
T  Rowe  Price  New  Horizorn 
(PRNHX)  98 
TuneUp.com  61 
Tyson  Foods  (TYSNA)  78 
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UBS  Secunties  6 
Unilever  (UL)  108 
United  Airlines  (UAL)  108 
USWest(USW)  6 
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Viacom  (VIA)  43 
Visa  34 
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Walt  Disney  (DIS)  17,66 
Warburg  Pincus  Japan  OT 
Fund  108 

Waterfront  Development 
Webra  Software  103 
Wellpoint  Health  Network; 
Western  Digital  (WDC)  1 
Westin  106 
Westinghouse  (WX)  62 
Wilson  Sporting  Goods  6 

X 


Xerox  (XRX)  30 
Z 


Zenith  Electronics  (ZE)  4 
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THE  DOLLAR 

May      Nov.  May 


May  1-8 


1451  58 
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1-week  change 

-1.5% 


1-week  change 
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52-weeh  change 


1 -week  change 
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OCKS 

Latest 

%  change 
Week  52-week 

FUNDAMENTALS 

Latest 

Week  ago 

Year  ago 

MES  INDUSTRIALS 

5474.1 

-1.8 

24.3 

in-DAY  TRFA^MRY  RILI  YIELD 

Qv  Unl    I  ntnOUn  1  DILL  1  ILLU 

5.13% 

5.12% 

5.79% 

COMPANIES  (S&P  MidCap  Index) 

232.6 

-2.3 

24.4 

30-YEAR  TREASURY  BOND  YIELD 

6.96% 

6.91% 

7.00% 

OMPANIES  (Russell  2000) 

345.2 

-1.5 

28.9 

S&P  500  DIVIDEND  YIELD 

2.18% 

2.16% 

2.54% 

IPANIES  (Russell  3000) 

370.2 

-1.6 

24.4 

COD  cnn  DDipr /r ADU lypc  DATin 
5&r  bUU  rKllb/tAKNInbb  KAIIU 

18.9 

19.2 

16.2 

>N  STOCKS 

Latest 

%  change  (local  currency) 

TECHNICAL  INDICATORS 

Latest 

Week  ago 

Reading 

ween 

Qfi.P  Rnn  ^nn.riau  mnvina  ^lupraorp 

Stocks  above  200-day  moving  average 
Speculative  sentiment:  Put/call  ratio 
Insider  sentiment:  Vickers  sell/buy  ratio 

609.3 
60.0% 
0.61 
2.32 

607.1 
66.0  %r 
0.49 
2.36 

Positive 
Neutral 
Neutral 
Neutral 

(FINANCIAL  TIMES  100) 
NIKKEI  INDEX) 
0  (TSE  COMPOSITE) 

3707.3 
21,728.6 
5160.8 

-2.6 
-0.4 
0.2 

12.7 
29.1 
20.5 

USTRYGROUPS 

BLOOMBERG  FINANCIAL  MARKETS 

ONTK  LEADERS 

%  change 
l-month  12-month 

Strongest  stock  in  group 

%  change 
1-month  12-month 

Price 

CONDUCTORS 

14.7 

8.7 

LSI  LOGIC 

21.4 

3.2 

343/4 

MUNICATIONS  EQUIPMENT 

11.5 

55.3 

DSC  COMMUNICATIONS 

26.4 

-17.8 

31 '4 

\Z 

11.4 

80.8 

NIKE 

13.3 

141.7 

923/4 

;iALTy  APPAREL  RETAILERS 

9.9 

38.4 

CHARMING  SHOPPES 

23.0 

35.4 

6>i/i6 

CE  EQUIPMENT  AND  SUPPLIES 

8.1 

26.9 

XEROX 

16.3 

22.4 

I49V4 

QNTH  LAGGARDS 

%  change 
1-month  12-month 

Weakest  stock  in  group 

%  change 
1-month  12-month 

Price 

NCIAL  SERVICES 

-11.8 

23.1 

FEDERAL  NATL.  MORTGAGE  ASSN. 

-16.6 

26.6 

28V4 

BS 

-11.1 

38.9 

ELI  LILLY 

-15.1 

46.8 

54^8 

:king 

-9.2 

-5.7 

YELLOW 

-13.5 

-40.4 

11 'A 

s 

-9.2 

61.4 

UNITED  HEALTHCARE 

-13.0 

53.2 

5434 

STMENT  BANKING/BROKERAGE 

-8.8 

23.0 

TRAVELERS  GROUP 

-13.5 

33.7 

57 

rUAL  FUNDS 


MORNINGSTAR  INC 


RS 

eek  total  return 

% 

LAGGARDS 
Four-week  total  return 

% 

G  TECHNOLOGY  &  COMMUNICATIONS 
T  AMERICAN  TECHNOLOGY  C 
LITY  EXPORT 

14.5 
14.0 
13.7 

FIDELITY  SELECT  AIR  TRANSPORTATION 
INVESCO  STRATEGIC  FINANCIAL  SERVICES 
NEW  ENGLAND  GROWTH  A 

-8.5 
-5.6 
-5.5 

•k  total  return 

% 

52-week  total  return 

% 

^ER  SMALL  CAP  EQUITY 

G  SELECT  EQUITY 

^KLIN  GLOBAL  HEALTH  CARE 

92.3 
89.6 
85.9 

STEADMAN  TECHNOLOGY  GROWTH 
WRIGHT  EQUIFUND-GERMANY 
STEADMAN  INVESTMENT 

-15.8 
-9.5 
-6.2 

S&P  500 


4-week  total  return 


mm  Average  fund 

52-week  total  return 


TIVE  PORTFOLIOS 


amounts  represent  the 
:  value  of  $10,000 
d  one  year  ago 
I  portfolio 

tages  indicate 
y  total  returns 


U.S.  stocks 

$12,597 

-1.45% 


Foreign  stocks 
$11,577 

-0.24% 


nil 


Money  market  fund 

$10,544 

-1-0.11% 


Treasury  bonds 
$10,470 

-2.28% 


ORI/McGRAW-HILL 

<^ 

Gold 

$10,406 

-1-0.33% 


on  this  page  are  as  of  market  close  Wednesday.  May  8,  1996,  unless  otherwise  indi- 
dustry  groups  include  S&P  500  companies  only;  performance  and  share  prices  are  as 


of  market  close  May  7.  Mutual  fund  returns  are  as  of  May  3.  Relative  portfolios  are  valued  as 
of  May  7.  A  more  detailed  explanation  of  this  page  is  available  on  request.  r=revised 
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Editorials? 


THE  NEW 

GLOBAL  FOOD  MARKET 

Asians  by  the  millions  are  demanding  better  food.  China's 
growing  middle  class  is  eating  more  beef,  pork,  and 
poultry  than  ever.  Grain  bins  around  the  world  are  running 
low  and  commodity  prices  are  soaring.  Is  this  the  start  of  an 
era  marked  by  chronic  food  shortages  and  periodic  famines? 

There  are  good  reasons  for  concern.  Worldwide  demand  is 
surging  far  ahead  of  supply  as  pi'otein-hungry  people  in  de- 
veloping nations  upgrade  their  diets.  Food  prices  will  be 
higher  in  the  coming  decade,  which  will  be  painful  for  low-in- 
come people  the  world  over,  especially  in  the  food  importing 
countries  of  Afi-ica  and  Asia.  The  everyday  price  volatility  of 
agi'icultural  commodity  markets,  dependent  on  such  fickle 
factors  as  weather  and  speculators'  whims,  vrill  increase,  es- 
pecially since  stockpiles  are  smaller.  Temporary  price  spikes 
vrill  become  more  common  and  spur  inflation  fears  in  financial 
markets. 

But  don't  push  the  panic  button.  The  booming  global  de- 
mand for  food  stems  from  rising  wealth  in  China  and  else- 
where in  the  developing  world.  Higher  prices  ai'e  also  turning 
farming  into  a  growth  industry.  Midwest  farmers  are  seeing 
their  efficiency  rewarded  on  a  global  scale,  and  they  will  in- 
vest even  more  to  increase  agi'icultural  productivity.  Eu- 
rope, Latin  America,  Australia,  Canada,  South  Afiica,  and  oth- 
er breadbaskets  of  the  world  vrill  find  their  output  in  demand 
on  world  markets.  What's  more,  higher  prices  will  entice 
fanners  and  entrepreneurs  to  open  up  new  sources  of  supply. 

Fact  is,  allovdng  the  global  markets  to  work  is  the  best 
way  to  get  consumers  the  food  they  want.  For  instance, 
America's  new  agiiculture  policy  is  the  right  move  for  the 
new  economics  of  food.  Fanners  now  have  more  flexibility  to 
increase  their  output  of  farm  products  most  in  demand.  So 
long  as  poUcymakers  around  the  world  resist  the  temptation 
to  tamper  with  the  booming  international  trade  in  food,  agri- 
culture will  attract  more  investment,  leading  to  bigger  crops. 
And  the  weather  gods  permitting,  bigger  supplies  will  limit 
the  rise  in  the  price  of  food. 

DON'T  STORM  OIT 
OF  THE  WTO  

4  W/^e  told  you  so,"  critics  of  the  new  World  Trade  Or- 
vT  ganization  crow.  Ever  since  the  U.  S.  joined  the  wro 
last  year,  opponents  warned  that  it  was  surrendering  its 
sovereignty  to  a  band  of  Eiu'o-trade  hacks  who  would  eagerly 
rule  against  America.  Now,  the  wro  has  decided  that  the  U.  S. 
must  either  ease  clean-air  restrictions  on  gasoline  imported 
from  Venezuela  or  face  trade  sanctions.  Pull  out  now,  say  con- 
servative, environmental,  and  consumer-rights  gi'oups. 
It  would  be  a  monumental  mistake  to  heed  the  call  of  the 


economic  nationalists.  The  Clinton  Administration  was  righ'jc 
battle  for  congressional  approval  of  U.  S.  entry  into  the  vo 
an  organization  set  up  to  foster  multilateral  trade.  Amer: 
interests  are  still  best  served  by  wide-open  markets  and  it 
fi-eest  possible  flow  of  commerce  and  ideas. 

Problem  is,  after  fighting  so  hard  for  the  wro,  the  < 
tonites  seem  to  have  dropped  the  ball.  They  have  stoo(! 
while  adversaiies  of  multilateral  trade  pushed  the  hot  buti 
of  resentment.  The  Administration  also  allowed  talks  ge; 
toward  dismantling  trade  barriers  in  financial  services  , 
telecommunications  to  collapse.  The  U.S.  must  defend  n? 
forcefully  its  interests  at  the  wro.  America  has  just  lo; 
widely  publicized  case,  but  over  time  it  will  gain  many 
tories.  It  is  widely  expected  that  the  U.  S.  will  succeet 
most  of  the  dozen  market-opening  cases  it  has  filed  with 
WTO.  Multilaterahsm  won't  last  long  without  active  U.  S.  j 
ticipation,  and  the  U.  S.  has  too  much  to  lose  to  allow  tha 
happen. 


GIVE  THIS  WORKFARE 
PLAN  A  CHANCE 


Remember  CUnton's  1992  promise  to  end  welfare  as 
know  it  and  the  gop's  1994  pledge  to  reform  welf; 
Clinton's  proposed  overhaul  was  doa  on  Capitol  Hfll,  am 
vetoed  two  GOP-backed  reform  plans.  If  all  you  heard  was 
debates  in  Washington,  you'd  call  welfai"e  reform  a  dead 

The  truth  is  almost  the  opposite.  States  are  experimenf^' 
trying  to  see  what  policy  changes  might  turn  the  welfare 
ty  net  into  an  economic  ladder  This  burst  of  welfare  inn 
tion  has  been  fueled  by  the  Clinton  Administration's  gran 
37  states  some  60  waivers  from  rigid  federal  njiles  on  Ai 
Families  with  Dependent  Children,  the  nation's  principal 
fare  progi'am.  It's  stunning  how  widespread  the  innova|K 
has  become:  More  than  10  miUion  people,  or  over  75%  of 
fare  recipients,  are  affected  by  state  experimentation. 

Now,  Wisconsin  Governor  Tommy  G.  Thompson  has  sij 
one  of  the  most  sweeping  overhauls  of  all,  the  "Wisco 
Works"  plan.  It  would  provide  welfai-e  payments  only  to  ti 
willing  to  work,  seek  work,  or  get  training.  Th  make  "workJ 
possible,  Wisconsin  will  provide  child  care,  job  training,  ti 
portation,  extended  Medicaid  benefits  and,  in  some  cases, 
sidies  to  employee.  All  this  costs  money,  and  Wisconsin  wi 
tually  spend  more  money,  at  least  in  the  short  run. 

The  program  has  promise,  and  the  federal  goverm 
should  grant  Wisconsin  the  waiver  it  needs.  Yet  Washin 
should  monitor  the  program  carefully.  There  is  a  lot  of  s 
ticism  about  whether  an  unskilled  single  mother  can 
port  herself  and  her  childi'en  by  working,  especially  whei 
next  economic  downturn  strikes.  Yet,  as  Supreme  Court 
tice  Louis  Brandeis  wrote  in  1932:  "It  is  one  of  the  happ 
cidents  of  the  federal  system  that  a  single  courageous 
may,  if  its  citizens  choose,  serve  as  a  laboratory;  anc 
novel  social  and  economic  experiments  without  risk  to  the 
of  the  country."  Let's  find  out  if  workfare  really  works 
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xo  SOME  small  PACKAGE  carriers, 
it  V  a  LABEL. 


IDENTIFICMIDN  NUMBER 


1234  56  78  90  t 


XO  RPS, 

XOXAL  INFORMAXION  SYSTEM. 


\ere's  my  package? 

With  RPS  bar-code 
miogy,  you  can  trace 
eyery  single  package 
througtiout  the 
ntire  delivery  process. 

For  free. 


Vhat  am  I  saving? 

Time  and  money 
Time  saved  on  your 
loading  dock, 
ney  saved  with  RPS 
ricing.  Our  bar  code 
is  even  free. 


Who  signed  for  it? 

'PS  tells  you  by  phone, 
jx,  mail  —  even  by  EDI 

(MIS  people  love  this). 
3et  the  name  and  time 

of  delivery  on  the  day 
of  delivery 


ABC 

San  Antonio,  TX  78205 


A  Caliber  System  Company 


XYZ  Company! 
100  Ma 
Washi 


TO  ZIPCODi 


mm 


1234789     7879977  9 


J 


What  next? 

Use  RPS  IVIULTICODE"' 
as  your  electronic  packing  list 
With  more  information  in 
one  label  than  25  linear 
bar  codes.  MULTICODE  will 
allow  you  to  trace  your 
packages  by  UCC  code  or 
purchase  order  number 


What  about  last  week? 

The  RPS  Itemized  invoice 
has  it  all  How  many  packages. 
Where  they  went  What  they 
weighed.  What  they  cost 
And  more. 


If  your  carrier  doesn't  give  you  a  system  like  this,  call  1 -SOO-ROADPAK""  (762-3725) 
and  get  the  information  vou  need  for  every  shipment  vou  make. 


^^^^^HP!|iVMMHH    C^hber  S,'.lfm  Cnnipa 


Delivering  more  than  your  package. 


3S  WEEK 
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LET'S  Talk 
About  The  Seat  You'll  Soon 
Be  On  The  Edge  Oe 


^^^XiE  DRIVER'S  SEAT  in  the  Acura  3.5RL  is  so  luxuriously  comfortable, 
the  natural  inclination  is  to  settle  back,  let  the  adjustable  lumbar  support 
go  to  work,  and  relax.  Its  hand-gathered  leather  is  exceptionally  soft  to  the 
touch,  thanks  to  a  special  curing  process.  There  are  computer-designed 
sprmgs  that  absorb  extraneous  vibration.  Even  a  two-position  memory. 

It's  a  level  of  refinement  equaled  only  by  the  other  appointments 
found  in  this  automobile:  burled  walnut  trim,'  a  CD*  audio  system,  and 
elegant  instrumentation.  All  encompassed  by  a  whisper-quiet  cabin. 

Punch  the  accelerator,  however,  and  any  notion  of  lazy  tranquility 
goes  right  out  the  window.  For  under  the  hood  lies  the  spirited  wallop 
of  a  3.5-liter  V-6  which,  in  combination  with  a  finely  tuned  suspension, 
translates  into  a  ride  that  will  keep  you  on  the  edge  of,  well,  you  know. 

Which  isn't  to  say  you'll  never  get  the  chance  to  sit  back  and  enjoy 
this  seat  simply  for  what  it  is.  Of  course  you  will.  Like  when  you're  at 
a  stop  sign,  for  example.  Or  waiting  for  a  light  to  change. 

To  find  out  more  information,  call  1-800-TO-ACURA.  >i«iCArflFtA 
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•  3.5-UTER,  210-IIORim\\'LR,  V-b  £NGI;V£ 
•  STffK/,VG  IVHflL-MOUNTED  AUDIO  LONnOL 
'  ElLC  IRONIC  TILT  AND  TTLESCOriNC  STTLRINC,  COLUMN 

•  Automatic  Climate  Control  Syhtim 

•  Power  moonroot  with  tilt  FiATURi 

•  HlATLD  front  iTATf  WITH  MEMOR')  TLATURE 

•  Priced  from  $41000* 


Trying  to  do  it  ail 

yourself 
doesnt  oAmm^ 

make  you 
lool<:  lil<:e  a  hero. 


In  today's  business  climate,  there's  a  power- 
ful temptation  to  juggle  more  work  than 
ever.  Now  it  can  be  done.  With  the  right 
kind  of  help.  It's  called  Kinko's  Corporate. 
An  oHering  ot  products  and  services 
designed  to  meet  the  high-caliber  needs  of 
corporate  customers.  What's  more,  it  gives 
you  time  to  do  what  you  do  best  while 
you  outsource  the  rest.  Your  own  Kinko's 
Corporate  Account  Manager  will  work  as  a 
consultant  to  analyze  how  your  company 
creates  and  uses  printed  documents.  Then 


they'll  suggest  efficient  and  economical 
solutions  lor  producing  everything  from 
thousands  of  training  manuals  to  sales 
reports  and  color  presentations.  Your 
Account  Manager  can  also  arrange  pick- 
up and  delivery.  Even  set  up  a  corporate 
charge  account  you  and  your  company 
can  use  at  any  of  our  worldwide  locations. 
-^.^  With  Kinko's  Corporate  on  your 
side,  you'll  make  being  a  hero  look 
ordinary.  Which  is  probably  why  every  day 
more  than  200,000  businesses  use  Kinko's. 


The  new  way  to  office." 


¥oR  More  Information,  Visit  Our  Web  Site:  http://www.kinkos.com 

I'l'K)  Kinkos,  \iK  All  rit;his  reserved.  Kiiik(.is  i'^  J  rci;is(cRiJ  irjdem.iik  uf  Kinko'^  (jfaphics  Corporation  jnd  is  used  bv  permission,  At-couri!  Mjnjqcrs  avjiLiblc  in  must  are.j» 


BusinessWeek 

MAY    27,  1996 


how,  but  CEO 
Bethune  has 

Continental 
climbing  page  74 


EENIE,  MEENIE... 
Can  Dole  sort  out  a 
swarm  of  economic 

advice?  page  '.'>z 


COVER  STOR 

Corporate  Am] 
is  slowing?  Doj 
tell  the  dynai 
who  made 

BUSINESS  week's 

1996  list  ofth( 
fastest-growin| 
small  compani 

page  110 


Cover  Story 


110 


112 


113 


113 


114 


114 


116 


118 


120 


HOT  GROWTH  COMPANIES 

Many  are  profiting  from  outsourcing, 
dowTisizing,  and  Cor'porate  America's 
push  foi'  efficiency.  Others  have  scored 
by  riding  the  technology  wave.  But 
common  to  all  the  highfliers  on 
BUSINESS  week's  Hst  of  the  100  fastest- 
gi'owing  companies  is  the  vision  to  find 
and  ex]3loit  untapped  ojjportunities 
REMEDY 

.Speeding  up  computer  sei'vices 
LOGAN'S  ROADHOUSE 

f 'arving  out  a  niche  in  steakhouses 
HPR 

Its  software  spots  fishy  medical  claims 

ANCHOR  GAMING 

Winning  big  on  betting  machines 

MEDCATH 

Helping  hands  for  the  heartsick 
ENCAD. 

Profiting  fi'om  a  revolutionary  printer 
DEPORT  CARD  FOR  THE  CLASS  OF  '94 
Surprises — some  pleasant,  some  not — 
from  the  Hot  Growth  alums 
HOT  GROWTH  COMPANY  TABLES 


News:  Analysis  &  Commentary 

32    DOLE'S  DILEMMA 

Will  stepping  tlown  give  him  time  to 

develo])  an  economic  agenda? 
34    INSIDE  TRADERS:  THE  HEAT  IS  ON 

"{"he  feds  hojie  fastei-  tracking  and  more 

criminal  chai'ges  will  stem  the  tide 
36    HELP  WANTED— IN  MICHIGAN 

Business  is  booming,  but  the  state 

needs  skilled  woi'kers  to  keep  it  going 
38    ORACLE:  A 'FANTASY' COMING  TRUE? 

New  standards  may  win  over  software 

makers  to  its  "network  computer" 
40    CHOPPY  WINDS  AT  SIKORSKY 

Pentagon  cuts  ha\  e  it  looking  abroad 
42    DIAL  1-888-GOUGE-ME 

Brokei's  exact  a  toll  on  toll-free  numbers 
44    BUSINESS  (AND  G-STRINGS)  AS  USUAL 

( )utside  the  worlq^lace,  anything  still  goes 
46    MANAGEMENT  IS  FUNNY  BUSINESS 

Scott  Adams'  The  Dilhcii  Prnicipit' 
48    IN  BUSINESS  THIS  WEEK 

U.S. -China  trade  war,  Morrison 

Knudsen,  Mitsubishi,  a  Corning  spin-off, 

ValuJet,  W.  R.  Grace,  Johnson  & 

Johnson's  hiv  test  kit 


International  Business  fct 

52  GERMANY 

Will  Kohl's  budget-slashing  refom  k 

take  hold  across  Europe? 
54  EUROPE 

High-tech  startups  draw  investor 
56    NORTH  KOREA 

Cenciliatory  gestui'es  amid  a  food 
58  HUNGARY 

Radio  and  T\'  stations  are  on  the 
60    INTERNATIONAL  OUTLOOK 

The  next  Czech  reforms  may  bite 


ltA( 


llrii 


Economic  Analysis 

24    ECONOMIC  VIEWPOINT 

Roberts:  America's  old-age  rip-off 
26    ECONOMIC  TRENDS 
29    BUSINESS  OUTLOOK 

Even  the  bond  market  is  starting 


Government 

51    WASHINGTON  OUTLOOK 

The  I'Tc  is  showing  its  teeth 
128    ATTENTION  PENTAGON  SHOPPERS 

The  day  of  the  $640  toilet  seat  is 


4  BUSINESS  WEEK  /  MM  27,  1996 


SONioiilG  PLANS 
Dominance  in  the 
21st  century's  digital 
living  room  pageioo 


Kohl  aims  to 
change  Europe's 

mind-set  page  52 


CENTSIBILITY 

The  Pentagon  learns 
to  shop  smart  mem 


HUMBLE  PIE 

The  decline  of 
ABC's  ratings 
isn't  Mike 
Ovitz'  only 
burden  page  64 


Entertainment 

HE  HUMBLING  OF  MIKE  OVITZ 

)isney's  woes  have  mounted  under  the 
sadership  of  the  former  agent 

Sports  Business 

;rack-up  at  indy 

^'his  year,  two  lival  500  races  will  be 
lueling  just  as  hard  as  their  dnvers 

i^eople 

;ONTINENTAL  LIFT 

5ome  object  to  ceo  Bethune's  brash 
tyle.  No  one  objects  to  his  results 

Social  Issues 

iRBAN  FIELDS  OF  DREAMS 

i'rom  cleaned-up  toxic  sites  come  jobs 

kience  &  Technology 

low  TO  BUILD  A  CLEAN  MACHINE 

'"uel  cells  are  powering  hospitals  and 
)ffices.  Cars  are  down  the  road 
>EVELOPMENTS  TO  WATCH 

\  new  ulcer  test,  gyroplane,  at  the 
global  invention  convention 


Information  Processing 

18    TECHNOLOGY  &  YOU 

Forget  Rolodexes.  "Contact  managers" 
keep  tabs  on  every  call  and  fax 

100    SONY'S  NEW  WORLD 

The  giant  aims  to  lead  a  "convergence" 
of  computers,  communications,  and 
consumer  electronics 

108    LIGHTS!  CAMERA!  PROFIT! 

(■E(j  Lcvine  brings  sense  to  Sony  films 

Finance 

132    THE  NEW  GRAPEVINE  IS  ONLINE 

Internet  gurus  are  moving  stocks  in  a 

big  way,  though  most  are  amateurs  and 

newcomers  to  investing 
134    MERRILL  MAY  BE  A  MERGER  MOGUL 

It  reaches  for  the  elite  ranks  of  m&a 

with  record  deals  this  year 
138    WHO  LEAKED  FIDELITY'S  SECRETS? 

The  answer  may  explain  Daniel  Frank's 

departure 
138    LOADING  UP  ON  NO-LOADS 

Amex  launches  13  mutual  fimds 
140    INSIDE  WALL  STREET 
157    INVESTMENT  FIGURES  OF  THE  WEEK 


147 


148 


6 
12 
16 
19 


22 
155 
156 
158 


Marketing 

GIVING  LAURA  ASHLEY  A  YANK 

How  Ann  Iverson  has  restored  profits 

Personal  Business 

INVESTING:  Mediating  bi'oker  disputes 
SMART  MONEY:  Collecting  Olympic  gold 
TRAVEL:  Dodging  danger  overseas 

Features 

UP  FRONT 
READERS  REPORT 
CORRECTIONS  &  CLARIFICATIONS 
BOOKS 

Johnson  and  Broder:  The  Si/>>tem:  The 
American  Way  of  Politn-s  at  the 
Breaking  Point 

Skocpol:  Boomerang:  Clinton'i;  Health 
Security  Effort  and  the  T^mi  Against 
Government  in  U.S.  Politics 
BUSINESS  WEEK  BESTSELLER  LIST 
BUSINESS  WEEK  INDEX 
INDEX  TO  COMPANIES 
EDITORIALS 

The  right  economic  policies  for  Dole 
A  second  wind  for  U.S.  cities 
North  Korea:  Speak  softly  and . . . 


KKonaBnnramcniiwTirK'nr-mTi 


BUSINESS  WEEK  /  MAY  27,  1996  5 
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HONCHOS 


AT  APPLE,  A  DEMOCRACY  OF  ONE 


TALK  SHOW  uwhen  China  pirates  American  products,  it  is  tai<- 
ing  the  ideas,  the  enterprise,  and  the  jobs  of  these  industries  and 
the  workers  they  represent.  We  will  not  tolerate  that." 

— Charlene  Barshefsky,  acting  U.  S.  Trade  Representative, 
imposing  retaliatory  tariffs  o  n  Chinese  products 


CEO   GILBERT    AMELIO  IS 

attacking  the  core  of  Apjjle 
Computer's  culture:  a  notori- 
ous overdevotion  to  consen- 
sus. (A  favorite  Apple  inside 
joke:  "A  vote  can  be  14,000 
to  1  and  it's  still  a  tie.")  Ame- 
lio's  more  autocratic  approach 
was  evident  at  his  May  13 
presentation  to  software 
developers. 

Very  few  top  Apple  man- 
agers were  prebriefed  on 
Amelio's  announcements  at 
the  crowded  meeting.  A  joint 
project  with  IBM  to  manufac- 
ture and  market  a  new  sub- 


notebook  came 
as  news  to  one 
laptop  executive. 
A  top  public- 
relations  staffer 
had  not  heard 
a  peep  about 
a  limited-edition 
20th  anniversary  ▼  ^, 
Apple  computer 
rolling  out  later 
this  year.  Ame- 
lio's plan  to  sell 
a  Pippin  set-top  GIL'S  WILL: 

box  in  the  U.S.   

under  Apple's  own  brand 
surprised  one  marketing  ex- 


ecutive. Moreover,  some  top 
bi'ass  claimed  they  were  clue- 
less as  to  whom  AmeUo  will 
tap  to  iim  the  six  newly  cre- 
ated internal  di- 
visions identified 
in  his  speech. 

One  implica- 
tion is  that  more 
Apple  higher-ups 
may  be  going 
their  own  way. 
Even  Amelio  ad- 
mits that  he  still 
IS  not  content 
with  the  man- 
agement team. 
"We  don't  have 
the  depth  we 
need  .  .  .  pretty 
much  across  the 
board,"  he  told  business 
WEEK.  Peter  Burrows 


Autocratic 


FUND  WATCH 

IN  LIKE  A  LION. 
OUT  LIKE  A  LAMB 

DREYFUS    CORP.,  WHOSE 

prowling-lion  TV  ads  helped  it 
gTab  business  in  money-mar- 
ket and  bond  mutual 
funds,  wants  to  be 
king  of  the  equity-fund 
jungle.  But  some  cos 
metics  are  involved. 

Dreyfus  does  have 
stuff  to  brag  about.  Since  its 
1994  merger  with  Mellon 
Bank,  the  finn  has  hired  new 
fund  managers  and  expand- 


?y-mar-    old  Dr( 


ed  reseaix'h.  It  has  rolled  out 
19  new  funds  and  adopted  10 
others.  The  eight-month-old 
Dreyfus  Aggi'essive  Growth 
Fund,  up  64%  this  year,  is  a 
top  performer. 

Then  thei'e  is  the  10-year- 
old  Dreyfus  Capital  Value 
Fund.  Thi'oughout  the 
'90s'  bull  market,  its 
managers  avoided 
stocks  in  favor  of 
such  things  as  cash, 
gold,  and  bonds.  The 
fund  is  up  less  than  2%  this 
year,  well  behind  broad  mar- 
ket indexes.  Worse,  Capital 
Value  lost  3.1%  in  1995  and 


3.9%  in  1994,  when  its  bear- 
ishness  should  have  paid  off. 

Now,  Dreyfus  is  distancing 
itself  from  Capital  Value  by 
asking  shareholders  to  ap- 
prove changing  the  name  to 
Comstock  Partners  Capital 
Value  Fund.  The  fimd's  long- 
time money  manager,  Com- 
stock Partners,  is  currently 
listed  as  the  fund's  subadvis- 
er.  Comstock  would  become 
the  adviser  and  Dreyfus  the 
subadviser.  The  fund's  new 
name  "more  appropriately  re- 
flects the  respective  roles"  of 
the  two  companies,  Dreyfus 
says.         Jeffrey  Laderman 


AFTERLIVES 


MICKEY  MOUSE  INSTITUTE  OF  TECHNOLOGY? 


WALT  DISNEY  IS  LAYING  ON 

some  computer  industry 
brainpower  by  signing  up  W. 
Daniel  HiUis.  The  39-yeai--old 
co-founder  of  once  highflying 
supercomputer  maker  Think- 
ing Machines  recently  became 
the  fii'st-evei'  Disney  Fellow. 

Hillis,  a  PhD  in  computer 
science  from  Massachusetts 
Institute  of  Technology,  vAW 
head  the  Walt  Disney  Imagi- 
neering  unit.  Imagineering, 
created  in  1952  by  Walt  Dis- 
ney to  spearhead  develop- 


DISNEY  FELLOW:  HilllS 


ment  of  the  original  Disney- 
land theme  park,  is  the  heart 
of  company  operations.  It  is. 


for  instance,  the  birthplace  of 
audioanimatronics  and  such 
things  as  the  talking  Abe 
Lincoln  robot. 

Hillis  is  the  fii'st  of  what 
Disney  hopes  will  be  several 
high-technology  fellows.  In 
Hillis'  case,  he  will  apply 
computer  technology  to  Dis- 
ney-style showmanship.  "Dis- 
ney is  about  magic,"  says 
Hillis.  While  working  as 
a  consultant,  Hillis  helped 
develop  a  viitual-reality  ride 
at  Disneyland  based  on  the 
Aladdin  animated  film.  Fu- 
ture assignments  could  in- 
clude Internet  content  as  well 
as  shows.  Paul  Eng 


CONTINENTAL  RIFT 

I  ATE  ON  THE  TRAIN, 
YOUR  MAJESTY' 


THE  MENUS  AT  BUCKINGHAi 

Palace  have  become  a  polit 
cal  issue.  After  the  Britis 
press  made  a  cause  celehy 
out  of  the  medallions 
British  beef  Prime  Ministe 
Jolui  Major-  ser-ved  GeiTnany 
Chancellor  Helmut  Kohl  a 
an  April  lunch.  Queen  Elizj 
beth  weighed  in  last  wee 
with  filet  de  boeuf  au 
nouilles  provengales — Britis 
beef,  mind  you — for  Frene 
President  Jacques  Chirac,  1 
London  on  a  state  visit. 

The  Brits  ai'e  upset  ove 
the  global  export  ban  put  o 


KEEP  IT  DOWN:  QE  II,  Clur 


then-  beef  and  by-products  b 
the  European  Union  almos 
two  months  ago.  The  mov 
responded  to  a  possible  hn 
between  mad-cow  disease 
or  bovine  spongiform  er 
cephalopathy,  and  a  huma 
fonn  of  the  ailment. 

Both  Chir-ac  and  Kohl  ref 
resent  countries  that  banne 
British  beef,  but  they  didn 
go  away  hungry.  Chu'ac,  ha\ 
ing  been  foi'e warned,  said  h 
had  no  qualms.  Banterin 
with  reporters  following  hi 
meal.  Kohl  said  that  while  h 
ate  the  meat,  he  refused  t 
be  a  mai'keting  man  fo 
British  beef. 

So  ar'e  Buckingham  Palac 
and  10  Downing  Street  mal 
ing  a  statement?  The  Prim 
Minister's  menu  "speaks  fo 
itself,"  said  a  spokesman.  "It 
for  you,  not  us,  to  infer 
connection,"  said  the  Queen 
people.  Heidi  Dawle 
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sprint 

today 


(and  start  making 
Fridays  work  harder  for 
your  small  business). 

With  free  long  distance  every 
Friday  for  a  year,  it  really  pays  to 
switch  to  Sprint. 

Now  there's  an  easy  way  to  make  Fridays  the  most  productive  day 
of  the  week  for  your  small  business.  Simply  switch  to  Sprint 
Business  Sense  and  you'll  get  h'ridays  Free  —  free  long  distance 
every  Friday  for  an  entire  year*  That's  52  Fridays  worth  of: 


•  Free  State-to-State  Calls  •  Free  Calling  Card  Calls 
•  Free  Cellular  Long  Distance  Calls  •  Free  Inbound 
Toil-Free  (800  and  888)  Calls  •  Free  Faxes 
•  Free  Directory  Assistance 


So  you  can  check  in  with  clients,  fax  proposals,  receive 
telephone  orders,  keep  in  touch  when  you're  on  the  road  —  all 
for  nothing.  Just  think  how  much  more  productive  your  business 
will  be  —  and  how  much  you'll  save  every  Friday! 


Plus,  you'll  continue  to  save  the  lest  of  the 
week,  with  one  low  flat  rate  per  minute  for 
each  of  the  above  services,  and  a  low  flat  rate 
for  international  calls,  too.  You'll  even  earn 
valuable  perks  with  our  exclusive  Callers' 
Plus'  rewards  pnjgram. 


See  how  much  more  productive  ynnir 
small  business  can  be  when  you  do 
business  with  Sprint.  Call  now. 


Co//  Sprmt  Business  today 

1*800 •827 •3700 


www.sprint.com 


Sprint 


We  lielp  business  do  more  business 

'$50  monthly  minimum  required  Certain  restrictions  apply  Maximum  of  $1 .000  in  tree  calling  per  month  Domestic  calls  and  commercial  use  only 
Limited  time  offer.  Not  valid  with  any  other  offer. 
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PAPER  PLAYS 

OLD  WORLD. 
NEW  FINANCE 


WHEN  AMERICANS  YEARN  FOR 

Italy,  they  might  have  to  set- 
tle for  a  Luciano  Pavarotti 
recording.  Soon,  they  may  be 
able  to  reap  cash  from  their 
fondness  for  things  Italian. 
Rome  and  Naples  are  prepar- 
ing to  issue  their  fti'st  munic- 
ipal bonds,  including  some  de- 
nominated in  U.  S.  dollars. 

Francesco  Rutelli,  Rome's 
41-year-old  environmentalist 
mayor,  vi^ants  to  tap  Italian 
and  international  markets  for 
about  $500  million  over  the 
next  year.  Most  of  the  bonds 
will   be   sold   in  Europe, 


PIONEERING:  Rome's 
Mayor  Rutelli 

but  Rutelh  discussed 
them  with  Wall 
Street  in  April. 
One  top  Rutelli 
sponsor:  Richard 
Grasso,  chairman  of 
the  New  York  Stock 
Exchange. 
Many  European  muni 
bonds  cany  higher  yields  than 
U.  S.  munis,  but  they  aren't 
tax-free.  Why  the  issues  now? 
Paitly  to  I'ecover  fr-om  central 
government  spending  cuts.  It's 
usually  cheaper  to  raise  mon- 
ey on  the  market  than  to  bor- 
row fi'om  banks. 

Eiu'ope's  market  isn't  any- 
where near  the  size  of  the 
one  in  the  U.  S.,  where  $141 
billion  worth  of  municipal 
bonds  were  issued  last  year 
However,  according  to 
Michael  Maguire,  managing 
dii-ector  of  mbia/ambac  Inter- 
national, a  joint  venture  of 
the  two  largest  issuers  of 
U.  S.  munis,  Europe  is  "at 
the  beginning  of  what  could 
be  a  very,  very,  large 
market."         John  Rossaitt 


LOCO  LOGOS 


INVASION  OF  THE  EXCLAMATION  MARKS! 


mere  s 

f 


what  S    IN    A    NAME  THESE 

days?  Exclamation  points! 
There  are  Internet  outfits 
Yahoo!  and  Jumbo!  There's 
Unite! — the  merged 
garment  workers' 
and  textile  workers' 
unions.  Or  bagel-bak- 
ing franchise  einste!n. 
All  were  christened 
during  the  past  year 
and  a  half. 

Motives  vary. 
Yahoo!  co-founder 
Jerry  Yang  wants  e 
to  generate  excite- 
ment. Unite!  intends  to  con- 
vey intensity.  einste!n,  with 
many  strip-mall  outlets, 
wants  its  signs  to  attract 
passing  motorists. 

The  trend  is  biggest 
among  technology  products 
and  companies.  Ti-ademark- 


search  fii"m  Corsearch  counts 
969  registered  trademarks  on 
exclamation-point  names  for 
that  category  alone.  About 
one-thii'd  were  requested  in 
the  past  18  months.  "The  fad 
is  partly  attributable  to  In- 
ternet hy]3e,"  says  consultant 
William  Schnei- 
tier  of  Lippin- 
cott  &  Mar- 
gulies.  It's 
certainly  not 
new:  The  bug 
spray  Off!  was 
named  in  1957. 
An  exclamation  point  can 
backfire,  he  warns,  if  the 
product  doesn't  deliver  the 
suggested  thiill.  Think  of  gop 
Presidential  candidate  Lamar 
Alexander,  whose  campaign 
logo  (Lamar!)  was  at  odds 
with  his  bland  personality.  □ 


DRAWN  &  QUARTERED 


PRODUCT  PEEK 


PRAY  YOU  NEVER  NEED  THIS  SOFTWARE 


LOCKERBIE:  Horror,  delay 

WHERE  CORPORATE  DISASTER 

looms.  New  York-based  pub- 
lic-relations firm  Burson 
Marsteller  sees  revenues. 
It  has  begun  marketing  cri- 
sis-management software, 
C:\i'isis,  to  deliver  corporate 
news  during  the  equivalent 
of  a  Tylenol  tampering  or  a 
Bhopal  catastrophe.  Cost:  a 
cool  $75,000  to  $100,000. 

For  that,  Burson  cnsis  ex- 
perts strategize  about  poten- 
tial predicaments  and  then 


customize  C:\i'isis  to  a  cUent' 
needs.  Example:  After 
crash,  an  airline  must  provid 
reporters,  the  faa,  and  pc 
lice  with  details — and  quickl; 
too.  All  contact  names,  nun 
bers,  and  addresses  would  b 
preprogi'ammed  in  C:\risis  s 
company  executives  could  n 
spend  in  the  crucial  first  hou 
after  the  accident. 

Companies  tend  to  squar 
der  that  time  getting  org£ 
nized,  says  C:Visis  create 
Raymond  O'Rourke,  a  Bui 
son  managing  director  wh 
counseled  Pan  Am  after  th 
1988  bombing  over  Locker 
bie,  Scotland.  He  has  sol 
two  packages  after  on 
month  of  pitching.  On 
caveat:  C:\risis  only  dehvei 
the  message.  It  doesn't  crt 
ate  it.  Stephen  Bake 


THE  BIG  PICTURE 


BULLS  THROUGH  THE  AGES 

Younger  investors,  with  less  to  lose  and 
more  time  to  recover  from  bad  markets, 
tend  to  be  the  most  optimistic.  Older 
investors'  bullishness  has  already  peaked 

70  -  INVESTORS  WHO  CALL  THEMSELVES  BULLISH 

UNDER  50 


^        BASED  ON  A  SURVEY  OE  500  INDIVIDUAL  INVESTORS 

 I  I  I  I  

JAN  '95  APR  JULY  OCT  JAN,  '96  APR. 
A  PERCENT  DATA  QUICK  S  REILLY 


FOOTNOTES  Individual  investors  who  say  annual  reports  made  on  the  cheap  signal  business  is  bad:  40%;  Wall  Streeters:  20% 
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Ever  wonder  if  the 

corporate  rates 


youYe  ffettm 


l/;,/w^-,  i'  iomjuinics  that  hi  long  to  o  n  i 
Corporate  Card  program  are  iisetl  to  starting 
with  regular  corporate  rates  and  going  down 
from  there.  ■  For  example,  you  can  enjoy 
savings  of  lo  to  25%  at  participating  U.S. 
Hilton  Hotels  and  Resorts!"  m  Up  to  r^'Xi  off 
the  corporate  rate  for  Hertz  ^'  car  rentah.  ■ 
UPS  Air  Express  "  ^hipping  at  a  10  to  20% 
discount.'  ■  Complimentary  memhershipi 
•  n  Hertz  #1  Club  Gold:'  m  And  Stiver  VIP 
status  in  Hilton  HHonors"  m  That's  because 
American  Express  has  the  power  and 
expertise  to  negotiate  these  special  savings. 
■  So  the  only  thing  you'll  have  to  wonder 
about  IS  why  you  didn't  join  us  sooner.  ■  For 
more  information  about  the  Corporate  Card 
program,  please  call  us  at  i~Soo~.i\i'~i20o. 
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Th  anks  to  computers,  companies  have  more  What's  needed  are  ways  to  help  you  managtl 

Information  about  their  business  than  ever.  But  they  often  information  as  a  business  asset  that  contributes  to  success 

seem  to  know  less  about  what  customers  really  want.  All  Unisys  provides  those  kinds  of  solutions.  Our  informatiorl«j„, 

that  data  sitting  in  all  those  computers  is  hard  to  get  to.  And  management  approach  lets  you  tap  the  value  of  data  and  use  ^^^^^ 

hard  to  use  for  making  decisions.  it  to  benefit  customers  and  move  your  enterprise  forward  ^ 
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We're  also  one  of  the  few  companies  that  has  both 
le  technology  and  services  to  effectively  integrate  your  many 
'Stems.  Which  can  further  help  you  cut  costs,  generate 
venue  and  serve  customers.  To  learn  more,  contact  us  today. 
:tp://www.unisys.com/adv  or  1-800-874-8647,  ext.  222 
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NO  OFFICE  WORKER 
IS  AN  ISLAND 


We  applaud  West  Bend  Mutual  In- 
surance Co.'s  attempts  to  understand 
how  employees  actually  work  ("The 
New  Workplace,"  Cover  Stoiy,  Apr.  29). 
We  think  environments  such  as  Steel- 
case  Inc.'s  Personal  Harbor  that  both 
foster  interaction  and  respect  privacy 
are  important  innovations.  We  under- 
stand the  complexity  of  the  trade-offs 
between  technology  and  hoteling,  as  ex- 
perienced by  Sun  Microsystems  Inc.  But 
from  our  point  of  view,  what  is  missing 
is  any  sense  of  the  social  nature  of 
work. 

If  there  is  anything  we  have  learned 
in  the  past  10  years,  it  is  that: 

■  Effective  work  and  learning  require  a 
community  of  people,  not  just  a  net- 
work of  individuals.  If  you  are  not  part 
of  the  community,  the  chances  are  that 
your  messages  will  not  draw  many  re- 
sponses, no  matter  how  fancy  the  tech- 
nology you  use  or  how  critical  your 
information. 

■  Community  takes  time  to  get  estab- 
lished, and  it  also  requires  time  to  be 
maintained.  This  is  why  simply  reorga- 
nizing a  workforce  into  "plug-and-play" 
project  teams  does  not  automatically 
produce  the  productivity  gain  that  is 
anticipated. 

■  Community  is  estabhshed  and  main- 
tained through  face-to-face  interaction, 
some  of  it  thi'ough  chance  encounters.  It 
is  hard  to  imagine  how  any  amount  of 
technology  short  of  a  total  replication  of 
the  environment  can  ever  replace  those 
opportunities  entirely. 

■  All  forms  of  distributed  and  remote 
work  rely  on  a  kind  of  community  capi- 
tal, which  accumulates  through  real  in- 
teraction. Without  enough  face-to-face 
interaction,  teams  frequently  break 
down  into  preexisting  communities  or 
function  on  their  own. 

If  companies  knew  what  we  now 
know,  would  they  have  downsized, 
reengineered,  and  reorganized  in  quite 
the  ways  that  they  have?  Understand- 
ing and  anticipating  these  dynamics 
can  take  us  much  farther  in  our  at- 


tempts to  rework  sensibly  our  institi; 
tional  environments. 

Susan  Stucky,  Associate  Directo 
Helga  Wild,  Research  Scientis 
Institute  for  Research  &  Leamin 
Menlo  Park,  Call 

As  pioneers  in  the  practice  of  suj 
porting  processes  through  innovatioi 
we  offer  a  note  of  caution.  Our  researc 
and  experience  show  there  is  a  probler 
with  open-space  designs  utilizing  sc 
called  cubicles.  This  approach  risks  th 
elimination  of  acoustical  privacy.  W 
know  that  knowledge  work  requires 
balance  of  interactivity  and  privacy,  n( 
one  to  the  exclusion  of  the  other. 

Scott  Sande 
Presider 
Realty  Kinetic 
Pittsburg 

Your  article  is  unrealistic.  I  work  fc 
a  concern  that,  for  space  reasons,  has 
open  environment  such  as  the  one  man 
companies  are  experimenting  with, 
is  a  most  intolerable  situation.  There 
no  privacy  when  telephoning,  no  qui( 
area  in  which  to  work,  no  private  spac 
Since  the  entire  area  is  a  common 
there  is  no  respect  for  cleanliness 
order.  People  leave  their  things  an^ 
where,  damage  others'  belongings,  an 
make  it  impossible  to  maintain  a  goc 
working  environment.  These  are  ser 
ous  issues  companies  must  considt 
when  such  a  radical  shift  in  the  wa 
business  life  is  made. 

Michael  0.  Eshlema 
Opinions  Editc 
The  Lebanon  Ligl 
Lebanon,  Oh: 

OIL'S  WELL 
THAT  ENDS  WELL? 


"Buy  High,  Sell  Low"  (News:  Anah 
sis  &  Commentary,  May  13)  surprise 
me.  You  feel  it  is  a  "bum  deal"  to  se 
the  government-stockpiled  oil  becauj 
prices  have  declined  since  Congres 
bought  the  oil.  Basic  economics  tells  i 
that  the  price  paid  is  a  sunk  cost  and 
irrelevant.  The  government  has  alreac 
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suffered  a  loss  due  to  the  decline  in  val- 
ue after  the  purchase.  Selling  the  oil 
now  will  not  change  that.  The  govern- 
ment made  the  mistake  when  it  bought 
the  oil.  What  matters  is  the  futiu'e  price. 
If  the  price  is  likely  to  rise,  the  gov- 
ernment should  hold  the  oil;  if  the  price 
is  likely  to  fall,  selling  is  the  better 
course.  In  addition,  you  fail  to  consider 
the  opportunity  cost  of  holding  the  oil. 

John  P.  Cook 
Wooster,  Ohio 

LAWMAKERS  MAKE 

LOUSY  BABY-SITTERS  

There  are  several  reasons  why  the 
government  has  seen  a  backlash  against 
the  Communications  Decency  Act  ("Law 
creeps  onto  the  lawless  net,"  Legal  Af- 
fairs, May  6): 

■  Vagueness  on  what's ,  considered  in- 
decent. As  I  understand  it,  the  law  was 
so  vague  that  it  left  the  door  open  for 
anyone  to  go  on  a  witch-hunt.  From 
McCarthy  to  Whitewater,  we've  had 
enough  of  that.  Congi'ess  has  proved 
that  it  shouldn't  be  allowed  such  latitude 
of  interpi'etation.  It  has  completely  lost 
the  faith  of  the  pubUc  to  act  responsibly 
and  rule  itself,  yet  it  now  wants  to  tell 
us  right  from  wi'ong? 
B  Outdated  and  confused  morahty.  Most 
people  I  know  wouldn't  be  offended  by 
full  frontal  nudity  on  a  TV  screen.  Still, 
they  censor  such  things  and  let  violence 
run  rampant.  Internal  organs  can  spew 
all  over  the  screen,  but  that's  0.  K.  as 
long  as  they  cover  up  the  e.xtemal  ones, 
e  Lack  of  faith  in  ser\ace  providers  and 
users  to  police  themselves.  My  company 
Web  site  is  rated  G.  That's  not  because 
I  fear  punishment  but  because  it  repre- 
sents my  company — and  X-rated,  even 
R-rated  material  would  not  be  appi-o- 
priate  there.  I  also  know  that  kids  may 
happen  across  my  site,  and  I  want  it  be 
an  appropriate  place  for  them  to  visit.  I 
don't  worry  about  the  government.  I 
wony  about  an  angiy  pai'ent.  Most  Web 
Mastei's  of  more  provocative  sites  are 
putting  in  passwords  and  in  some  cases 
charging  foi'  access — as  one  Web  Master 
told  me,  "to  keep  the  kids  out."  The 
Internet  used  to  be  viewed  as  an  adults- 
only  site,  so  no  one  worried  about  it. 
Now,  there  is  an  awareness  of  the  jjrob- 
lem,  it  is  being  resolved  on  its  own. 
m  Not  understanding  the  "publishing- 
model."  In  most  cases,  24  hours  a  day, 
most  Web  Masters  can  update  their 
sites.  Holding  providers  accountable  acts 
as  if  all  material  was  approved  by  them 
first,  as  with  magazine  editors.  There 
is  no  editing  or  approving  of  Web  sites; 
the  author  is  the  publisher,  not  the  ser- 


CORRECTIONS  &  CURiFICATIONS 

"Will  usAir  fly  united?"  (In  Business  This 
Week,  May  13),  should  have  said  George 
Soros'  investment  in  usAir's  Series  B  cumu- 
lative convertible  preferred  stock  was  worth 
$11  million,  not  $800,000.  His  stake  in  the 
airlme  is  5.13%  of  the  cumulative  convert- 
ible preferred  stock,  not  all  of  the  preferred 
shares. 

In  "Mitsubishi  and  'the  cement  ceiling'" 
(International  Business.  May  13),  Minora 
Makihara  should  have  been  identified  as 
president,  not  chairman,  of  Mitsubishi  Corp. 


vice  provider.  The  only  way  a  service 
provider  can  act  is  after  the  fact. 
■  Holding  service  providers  accountable 
for  the  transgressions  of  a  client.  As  of 
May,  1996,  we  are  going  to  be  offering 
consultants  a  chance  to  manage  their 
cHents  on  our  servers.  I  don't  have  the 
time  or  inclination  to  go  through  and 
censor  every  square  inch  of  their  Web 
sites,  or  their  clients'.  But  we  have 
made  it  cleai'  in  om'  disclaimer  that  they 
must  stay  within  state  and  federal  laws 
and  not  endanger,  mislead,  or  bilk  the 
public.  To  hold  my  company  responsible 
for  anything  that  can  be  posted  24 
hours  a  day  is  ridiculous.  We  should  be 
given  the  chance  to  con-ect  the  situation 
as  soon  as  it  is  brought  to  oui'  attention. 
If  a  court  found  that  the  client  was 
within  their  right  to  post  the  contro- 
versial material,  we'd  reinstate  them. 

Mitch  Allen 
President  and  ceo 
CAPDEV  Ltd. 
Boston 

FOUR  MORE  YEARS, 

LIKE  IT  OR  NOT  

As  a  lifelong  mainstream  Republican, 
I  read  "Bob  Doleful"  (News:  Analysis  & 
Commentary,  May  6)  with  much  sad- 
ness. I  would  love  to  think  your  pes- 
simistic prognosis  is  mistaken.  Unfor- 
tunately, it  isn't.  It  took  Bush  and  Pei'ot 
together  to  get  Clinton  elected  four 
years  ago.  This  year  I  predict  Dole  will 
be  able  to  do  it  by  himself 

Wayne  Everton 
La  Conner,  Wash. 

WEBBER 

GETS  GRILLED  

After  reading  your  article  "Fallasha 
Erwin  in  your  face"  (Sports  Business, 
May  6)  concerning  the  difficulty  in  mar- 
keting Chris  Webber,  I,  a  fonner  Golden 


State  Warrior,  feel  you  have  completely '. 
missed  the  point.  The  problem  rests  on 
Chris's  shoulders,  not  on  his  agent's.  [ 
The  basketball  fans  of  the  Bay  Area! 
have  no  love  lost  for  this  immature  | 
young  man,  who  in  spite  of  his  millions  i 
was  always  crying  and  complaining 
.about  something  or  other.  Not  only  di(i 
we  have  to  trade  him  in  a  fire  sale,  but 
he  also  led  to  the  downfall  of  our  fim 
coach,  Don  Nelson.  If  they  want  Chri^ 
to  be  successful  off  the  court.  the\ 
should  try  to  sign  up  with  the  Kleenex 
company,  rather  than  with  the  popular- 
shoe  companies. 

Lawi-ence  F.  Slayeii 
Greenbrae,  Cahf 

MANAGEMENT  OR  LABOR. 

FAIR  IS  ONLY  FAIR  

As  a  longtime  reader  of  busines,^ 
WEEK,  I'd  like  to  compliment  you  on 
"Share  the  wealth  with  the  workforce' 
(Editorials,  Apr  22).  It's  nice  to  see  y 
magazine  that's  basically  for  the  man- 
agerial-ownership class  espousing  a  view 
based  on  equity  and  fairness  even 
though  it's  not  necessarily  in  the  intei'- 
ests  of  that  group.  In  my  view,  the 
American  people  became  disenchantec 
with  the  liberal/democratic  orthodoxy, 
in  part  because  of  the  abuses  of  unior 
power  Now,  it's  the  managers  and  own- 
ers who  are  abusing  power  to  the  detri- 
ment of  the  workforce.  Yom-  criticism  oj 
that  abuse  shows  courage  and  character 
on  your  part,  as  well  as  respect  for  £ 
traditional  American  virtue:  a  sense  o: 
what's  fair. 

Lawrence  Ross 
Snowmnass,  Colo 
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Let  The  Next 
Move  Be  Ours. 


To  Gain  True  Competitive 
Advantage  From  Your 
Computing  Investment... 


Competitive  advantage  means  making  the  most 
of  your  strategic  business  assets:  people,  data, 
and  computer  hardware.  It  means  eUminating 
the  obstacles  to  enterprise  information  delivery. 
And  it  means  empowering  everyone  in  your 
organization  with  facts  to  fuel  effective  decisions. 

SAS  Institute's  software  solutions,  backed  by  our 
exclusive  core  technologies,  provide  everything 
you  need  to  achieve  true  competitive  advantage. 

■  Enterprise  Infonmition  Systems  (EIS)... 
for  ensuring  that  key  decision  makers  have  fast, 
user-friendly  access  to  tlw  most  relevant  ami 
up-to-date  business  information 

■  The  SAS  Data  Warehouse... for  munagiiig  and 
organizing  data  from  any  source,  and  then  exploiting 
that  data  using  a  full  range  of  business  intelligence 
ami  analytical  tools 

■  Jlw  SAS  MuItiVendor  Architecture". ..for  sharing 
data  and  business  solutions  across  your  entire 
hardware  landscape — desktop  and  beyond 

We'd  like  to  hear  about  your  current  information 
needs.  Well  respond  with  a  software  solution  thats 
customized  for  the  way  you  do  business. 


Call  now  for  your  free 
SAS  Institute  overview, 
or  send  us  E-mail  at 
bwi.«'Sas  .sus.com 


SAS  Institute 
Phone  919-677-«2()0 
E-mail:  l>w@.sas..sas.(  <)m 
IIRL:  htt|)://www.sas.r()ni/ 


Dr.  -dtim^  H ^J&oodnighyf  Pregulen/ 


We're  SAS  Institute, 
and  we'll  help  you 
leverage  technology 
to  meet  your 
business  goals. 


Software  for  Successful  Decision  Making 


SAS  is  a  registered  trademark  (if  SAS  Institute  Inc 
Copyrisht  ©  1996  liy  SAS  Insiiiiite  Inr. 


Technology  &  Ypu 


BY  STEPHEN  H.  WiLDSTROIVI  

CAN  YOUR 
ROLODEX  DO  THIS? 


'Contact  manager' 
programs  keep  tabs 
on  every  call  and 
fax-and  more 

Computers  are  great  at 
storing,  aiTanging,  and 
retrieving  information. 
Managers  and  professionals, 
whether  they  write  technol- 
ogy columns  or  run  multi- 
national enterprises,  need  to 
track  reams  of  data  about 
the  people  they  deal  with  in 
business.  The  marriage  be- 
tween man  and  machine 
seems  made  in  heaven. 

Although  I  know  some 
folks  who  still  prefer  their 
Rolodexes,  most  people  seem 
to  be  replacing  them  with 
computer  programs.  Some 
get  by  with  typing  names 
and  numbers  into  a  text  file 
and  searching  in  their  word 
processor  to  retrieve  data. 
More  efficient  are  progi'ams 
that  emulate  a  Rolodex,  such 
as  TakeNote,  shareware 
that's  available  from  many 
Web  sites  including  http:// 
coyote.csusm.edu/winworld/. 
Personal-information  man- 
agers, such  as  Starfish  Soft- 
ware's Sidekick  for  Windows 
and  Microsoft  Coi'p.'s  Sched- 
ule+,  can  handle  your  ad- 
dress book,  to-do  lists,  and 
calendar. 

BIG  LISTS.  If  you're  one  of 
those  people  who  really  likes 
to  get  into  the  data  and 
maintain  detailed  records 
about  activities,  then  a  con- 
tact manager  is  the  tool  for 
you.  These  specialized  data- 
bases really  shine  at  such 
things  as  keeping  track  of 
dealings  with  a  sizable  list 
of  customers.  The  growing 
popularity  of  such  programs 
is  easy  to  explain,  says  Bill 


Coleman,  general  manager 
for  industiy  leader  act!  from 
Symantec  Corp.:  "Once  you 
have  a  customer,  maintain- 
ing the  relationship  is  a  lot 
cheaper  than  finding  a  new 
customer." 

act!  and  its  competitors 
can  maintain  a  his- 
tory of  every  tele- 
phone call  and  fax 
that  you  send  to 
anyone  in  your  ad- 
dress book — and 
can  generate  re- 
ports on  how  you 
spend  your  time. 
The  software  can 
remind  you  when 
it's  time  to  make  a 
follow-up  call.  Net- 
working abilities 
allow  sales  forces 
or  other  teams  to 
share  a  common 
contact  database, 
and  mobile  links 
can  keep  workers 
in  the  field  updat- 
ed. I  use  the  contact-man- 
agement software  to  keep 
track  of  test  equipment  com- 
ing in  and  out  of  the  office. 
It  can  track  when  equipment 
is  expected  to  arrive  and 
leave,  link  hardware  and 
software  with  the  company 
representatives  who  oversee 
the  loan  programs,  and  re- 
mind me  of  upcoming  prod- 
uct announcements. 

As  the  best-established 
contact  manager,  act!  offers 
support  for  a  variety  of  op- 
erating systems  and  hand- 
held devices  (table),  act! 
users  also  can  tap  a  network 
of  user  groups  and  autho- 
rized training  facilities,  as 
well  as  buy  newsletters  and 
books  devoted  to  the  pro- 
gram. Third-party  add-on 
features  extend  the  pro- 


gram's capabilities,  such  as 
a  software-hardware  combi- 
nation that  uses  Caller  id  in- 
formation from  an  incoming 
call  to  make  the  caller's  act! 
record  pop  up  on  your 
screen. 

GoldMine  is  a  little  like 
act!  on  steroids.  In  addition 
to  the  software's  built-in  ca- 
pability to  generate  a  wide 
variety  of  reports  on  deal- 
ings with  contacts,  Gold- 
Mine's  big  plus  is  its  ability 
to  automate  a  variety  of 
business  tasks.  With  the 
right  script  in  place,  for  ex- 
ample, a  call  to  a  sales 
prospect  could  generate  a 


Wi 


Keeping  Track 

ACT!  (Symantec) 
800  441-7234 
www.symantec.com/lit/app 
For:  Windows,  Mac,  Lotus 
Notes,  Hewlett-Packard 
200LX,  Newton,  Psion 
Price:  $165 

GOLDMINE 

( GoldMine  Software) 

800  654-3526 
www.goldminesw.com 
For:  DOS,  Windows 
Price:  $170 

UP-TO-DATE 

( Now  Software ) 
800  237-2078 
www.howsoft.com 
For:  Mac,  Windows,  Newton 
Price:  $85 

ALL  PRICES  ARE  FOR  SINGLE-USER  WINDOWS 
VERSIONS    DATA:  COMPANY  REPORTS 


follow-up  letter,  then  a  fa> 
or  E-mail  message  a 
planned  intervals.  You  alsc 
can  build  in  schedules  thai 
will  remind  you  to  make 
regular  calls  to  contacts. 

Up-to-Date,  the  new  Win 
dows  version  of  the  leading 
contact  manager  for  th( 
Macintosh,  isn't  as  feature 
rich  as  act!  or  GoldMine 
But  the  product,  from  Now 
Software,  offers  the  unique 
ability  to  exchange  informa- 
tion over  the  Internet  or  in- 
ternal  corporate  networks 
that  use  World  Wide  Wei 
technology.  Up-to-Date  Wei 
Publisher  will  let  you  swaj 
selected  calendars 
and  contact  lists 
over  the  Web  witi  f  ^ 
colleagues  or  evei  :«i 
customers.  (A  tesi 
version  is  available 
at     Now's  Wei 
site.)  You  can  draj  sm 
an  item  off  of  i  Bt 
colleague's     Wei  a 
calendar  and  drof  ?  iai 
it  into  your  pri  m 
vate  datebook.      ij.  ti 
E-CARDS.     Up-tO'  Strai 
Date  is  also  one  o:  fuc 
the  first  programs  in 
that  supports  the  m 
exchange  of  elec  M 
tronic      business  ti*; 
cards,     using     i  ill  ti 
standard  promotec  di  m 
by  an  industry  consortiun 'm 
called  Versit.  If  you,  for  ex  In  i 
ample,    attach    a    contad  iiivfi 
record  to  an  E-mail  message  i  Sid 
anyone  using  any  Versit  efii 
compliant  program  can  ade  rni 
that  card  to  an  address  hi 
book.  irn . 

Becoming  proficient  witl  b!  fc 
these  programs  takes  time  iihihi 
Just  figuring  out  how  yoi  ibl; 
want  to  associate  your  con 
tacts  in  groups  can  take  jilijr 
hours.  Ti'ial  use  is  a  gooool;- 
idea,  since  once  you've  seiiiitji]. 
up  a  contact  manager,  it'seim 
hard  to  change.  You  cai  if>  r 
download  trial  versions  o  khi 
GoldMine  and  Up-to-Date  Er 
from  the  Web.  If  your  worl  ? 
life  could  benefit  fi'om  a  dost  jm( 
of  organization,  learning  one  in,,, 
of  these  programs  may  welieli  j, 
be  worth  the  effort.  Hh  i 


QUESTIONS?  COMMENTS?  E-mail  tech&you@businessweek.com  or  fax  (202)  383-2125 
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Books 


HE  SYSTEM  The  American  Way 
Politics  at  the  Breaking  Point 

I  Haynes  Johnson  and  David  S.  Broder 
ttle,  Brown  •  668pp  •  $25.95 


BOOMERANG  Clinton's  Health  Security 
Effort  and  the  Turn  Against  Government  in 
U.S.  Politics  By  Theda  Skocpol 
Norton  •  230pp  •  $27.50 


^HO  KILLED  NATIONAL 
lEALTH  CARE? 


[t's  hard  to  imagine  why  anyone 
would  want  to  read  a  668-page 
book — or  even  a  mere  230-pager — 
ironicHng  the  battle  to  enact  Presi- 
mt  Clinton's  health-care  reform.  That 
iled  .struggle  featured  some  of  the 
!;liest  campaigning,  stupidest  political 
undei's,  and  grossest  misinfonnation — 
om  both  sides — that  the  nation  has 
^er  been  subjected  to.  Even  those  of 
;  who  watched  the  two-year  ordeal 
3se  up  have  largely  erased  it  fi'om  our 
emories  and  might  wonder  why  au- 
lors  would  expect  to  find  a  market  in 
surrecting  it. 

Both  of  these  volumes  try  to  escape 
leir  ennui-inducing  subject  by  claim- 
g  larger  themes.  Their  books  are  not 
)out  health-care  reform,  the  authors 
^y,  but  the  transformation  that  it  il- 
strated,  and  advanced,  in  American 
)litics.  In  The  System,  veteran  jour- 
dists  Haynes  Johnson  and  David  S. 
roder  expound  their  long-held  ideas 
)out  the  decline  of  political  parties, 
e  pei-vasive  influence  of  money  politics, 
id  the  Right's  power  to  mobilize  its 
ell-organized  economic  and  culturally 
•nservative  forces. 

In  Boomerang,  Harvard 
niversity  sociologist  The- 
i  Skocpol  proposes  a  sim- 
er  thesis.  Health-care  i-e- 
rm  was  the  victim  of 
ieagan's  revenge" — the 
)rrosive  federal  deficits 
lat  limit  and  weaken  gov- 
•nment,  thus  turning  Re- 
iblican  rants  about  Uncle 
im's  uselessness  into  self- 
ilfilling  prophecies.  Both 
)oks  arrive  at  the  same 
•nclusion:  The  1994  electoral  triumjih  of 
ewt  Gingrich  and  his  cop  revolution- 
•ies  rose  directly  from  the  ashes  of 
linton's  Health  Security  Act. 

But  their  routes  to  that  destination 
•e  sharply  different.  The  System  is  a 
assic  Washington  book,  stuffed  with 
iniprofiles  of  key  players  and  details 
ich  as  what  Senator  John  D.  Rocke- 
ller  IV  (D-W.  Va.)  told  First  Lady 
illary  Rodham  Clinton  in  closed-door 
eetings.  The  formula  requires  authors 


to  deliver  at  least  one  piece  of  head- 
line news,  and  Broder,  columnist  and 
political  reporter  for  T}ie  Washington 
Post,  and  TV  commentator  Johnson 
obhge  with  two.  First,  they  quote  Bill 
Clinton  admitting  that  he  erred  in  try- 
ing to  overhaul  the  $1  trillion  health- 
cai'e  system  in  one  bill  rather  than  lay- 
ing out  a  multiyear  reform  strategy. 
Second,  they  report  that 
Gingi'ich  claims  to  have  pre- 
dicted in  1991 — a  year  be- 
fore Clinton's  nomination — 
that  health  care  would  be 
"the  next  great  offensive  of 
the  Left"  and  resolved  then 
to  kill  reform  at  any  cost. 

These  revelations  landed 
The  System  a  plug  on  the 
Posfs  front  page — where 
readers  could  have  gleaned 
the  same  information,  if  not 
from  the  President's  and 
Speaker's  own  lips,  two  years  ago. 
Washington  watchers  might  find  more 
interesting  the  account  of  how,  during 
the  critical  summer  months  of  1994,  the 
House's  Democi'atic  barons  spaired  over 
whose  committees  would 
eventually  oversee  the  new 
health  system — a  battle  that 
delayed  the  bill  and  thus 
helped  doom  the  spoils  they 
were  contesting.  But  read- 
ers outside  the  Beltway 
might  find  such  an  exhaus- 
tive recounting  merely,  well, 
exhausting. 

More  disturbing  is  The 
System's  casual  one-sided- 
ness.  Johnson  and  Broder 
obviously  didn't  set  out  to 
write  a  pro-reform  screed,  and  they  are 
at  times  harshly  critical  of  the  CHntons 
and  their  allies.  But  they  apparently 
felt  little  need  to  I'eport  on  the  other 
side — the  coalitions  of  business,  conser- 
vative, and  health-care  interests  that 
mobilized  to  fight  the  Clinton  plan.  The 
authors  devote  far  more  time  to  one 
pro-reform  lobbyist,  John  Rother  of  the 
American  Association  of  Retii'ed  Per- 
sons, than  they  give  to  all  of  the  oppo- 
sition's organizers. 


Stem 
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Indeed,  the  opposition  is  most  often 
portrayed  as  one  large,  usually  angiy, 
self-interested  mass.  The  authors  don't 
pause  to  consider  whether,  for  exam- 
ple, upstanding  corporate  citizens  such 
as  IBM,  DuPont,  and  American  Express 
would  have  good  reason  to  fear  seeing 
then-  innovative  and  efficient  health-care 
plans  swept  into  the  untested  bureau- 
cracies that  Clinton's  plan  required. 

As  a  result,  The  System  sometimes 
reads  like  a  wistful  Southern  account 
of  the  Glorious  Cause.  The  one-sided- 
ness  is  all  the  more  puzzling  since,  as 
Johnson  and  Broder  point  out,  the  I'eal 
news  in  1993  and  1994  was  the  matura- 
tion of  the  political-action  tools  of  the 
Right.  The  authors  might  usefully  have 
spent  less  time  mourning  the  hollow- 
ing-out  of  the  Democratic  Party  and 
more  reporting  on  the  bulking-up  of  the 
;     1      GOP  and  its  aUies. 

Skocpol's  spare  account  in 
Boomerang  forgoes  the 
bunting  and  personality  pro- 
files. Hei'  story,  too,  reveals 
that  hei-  sympathies  and 
most  of  her  sources  were 
with  the  Clinton  camp.  (A 
historian  of  social  policy,  she 
met  the  Clintons  during 
their  dark  days  after  the 
1994  election  and  got  access 
to  internal  White  House 
memos  dunng  hei"  research.) 
Still,  Skocpol  compellingly  lays  out 
her  case:  Ti-apped  between  the  public's 
demand  for  security  and  its  suspicion 
of  government  activism,  Clinton  proba- 
bly could  not  have  designed  a  reform 
that  would  both  guarantee  universal 
coverage  and  cut  costs.  He  certainly 
didn't  help  his  cause  by  pretending  that 
his  expensive,  highly  regulatoiy  scheme 
was  a  cheap,  piivate-sector  solution.  But 
he  was  pinned  down  by  the  politics  of 
the  1990s,  Skocpol  argues,  in  a  middle 
ground  where  he  pleased  no  one. 

Both  of  these  books  portray  Clinton's 
health-security  effort  as  Pickett's 
Chai'ge — the  last  chance  for  a  triumph  of 
20th  centuiy  social  policy.  But  the  same 
historical  forces  that  stymied  Clinton  are 
making  the  terrain  almost  as  uncomfort- 
able foi'  Gingrich  &  Co.  Democrats  have 
discovered  the  joys  of  opposition  by 
skeweiing  the  ( ;<  )p  in  the  health-cai-e  bat- 
tles— over  Medicare  and  Medicaid  cuts 
and  insurance  portability — of  the  104th 
Congi-ess.  The  events  of  the  past  four 
years  show  that  the  Amei'ican  people 
still  haven't  decided  how  much  govern- 
ment they  can  live  with — or  without. 

BY  MIKE  McNAMEE 
McNamee  covered  health-care  reform 
in  1993  and  1994. 
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Almost  All  Computer  Companies 

Sell  Storage. 


The  mosl  compelitive  companies  m  ihe  world  have  two  things  in  common.  They're  organizing  their  entire  busine.'  | 
around  their  information,  doing  anything  and  everything  they  can  to  leverage  it  into  smarter,  more  powerful  decisions  { 
and  strategies. 

And  they're  recognizing  information  storage  as  business-critical  and  then  treating  it  as  a  separate  purchase.  In  othe  o 
words,  buying  it  from  EMC,  the  world  leader  m  high-performance  storage  solutions.  Unlike  typical  computer  compan  \ 
storage,  EMC  intelligent  storage  lets  you  do  a  lot  more  than  just  store.  It  consolidates  all  your  mfomiation  and  keeps  it  ij^ 


EMC 


THE 


STORAGE  ARCHITECTS 


How  Come  The  Leader  In  Storage 
Doesn't  Sell  Computers? 


line  close,  immediately  accessible  across  the  entire  enterprise,  regardless  of  how  many 
ferent  computers  or  servers  are  involved.  Or  how  many  times  they  change. 

If  you'd  like  to  find  out  how  EMC  can  help  your  company  bring  products  to  market 
oner,  respond  to  customers  and  new  opportunities  faster  and  give  indispensable  support 
your  overall  growth  and  profit  strategies,  call  1-800-424-EMC2,  ext  216.  Or  visit  us  at 
:p://www.  emc.com. 


EMC' 

THE  STORAGE  XRCHITECT&s 


Free  To  Do  More. 


VIC-  and  THE  STORAGE  ARCHITECTS  are  registered  trademarks  and  EMC  is  a  trademark  of  EMC  Corporation  Other  trademarks  are  the  property  of  their  respecuve  owners. 

Outside  North  America,  call  (50K)  435-1000  ©1996  EMC  Corporation  All  rights  reserved 
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1  THE  DILBERT  PRINCIPLE  by  Scott  Adams  (HarperBusiness  • 
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2  THE  MOTLEY  FOOL  INVESTMENT  GUIDE  by  David  and  Tom 
Gardner  (Simon  &  Schuster  •  $24)  An  online  investment  duo 
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3  CLICKING  by  Faith  Popcorn  and  Lys  Marigold  (HarperColhns 
•  $26)  Spotting  trends  in  order  to  achieve  success  and  per- 
sonal fulfillment. 

4  THE  DISCIPLINE  OF  MARKET  LEADERS  by  Michael  Treacy 
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plot  your  own  mission  statement. 

10  WALL  STREET  MONEY  MACHINE  by  Wade  B.  Cook  (Light- 
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11  RAVING  FANS  by  Kenneth  Blanchard  PhD  and  Sheldon 
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THE  SEVEN  HABITS  OF  HIGHLY  EFFECTIVE  PEOPLE 
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THE  BEARDSTOWN  LADIES'  COMMON-SENSE 
INVESTMENT  GUIDE  by  the  Beardstown  Ladies  Investment 
Club  with  Leslie  Whitaker  (Hyperion  •  $10.95)  Recipes  for  i 
Four-Bean  Salad,  Five-Hour  Stew — and  23%  returns.  \ 

LEARN  TO  EARN  by  Peter  Lynch  and  John  Rothchild  (Fire-  > 
side  •  $13)  Capitalism  for  beginners.  ,; 

1001  WAYS  TO  REWARD  EMPLOYEES  by  Bob  Nelson  (Workji 
man  •  $8.95)  Give  them  a  champagne  brunch,  a  casual-  ]j 
dress  day — or  plain  old  cash.  | 

THE  ERNST  &  YOUNG  TAX  GUIDE  1996  by  the  Tax  Partners 
and  Professionals  of  Ernst  &  Young  LLP  (Wiley  •  $14.95)  ' 
Now  Where's  that  refund  check? 

THE  1996  WHAT  COLOR  IS  YOUR  PARACHUTE?  by 

Richard  Nelson  Bolles  (Ten  Speed  Press  •  $14.95)  The 
enduring  job-search  bible. 

FIRST  THINGS  FIRST  by  Stephen  R.  Covey,  A.  Roger 
Merrill,  and  Rebecca  R.  MerriH  (Fireside  •  $14)  Managing 
your  time  by  balancing  your  life. 

THE  WALL  STREET  JOURNAL  GUIDE  TO  UNDERSTANDING 
MONEY  AND  INVESTING  by  Kenneth  M.  Morris  and  Alan  M. 
Siegel  (Fireside  •  $13.95)  Concise  explanations  enriched 
with  graphics. 

9  GETTING  TO  YES  by  Roger  Fisher,  William  Ury,  and  Bruce 
Patton  (Penguin  •  $11.95)  A  Harvard  team's  step-by-step 
guide  to  conflict  resolution. 

10  THE  ONLY  INVESTMENT  GUIDE  YOU'LL  EVER  NEED  by 

Andrew  Tobias  (Harcourt,  Brace  •  $12)  Overcoming  "money 
intimidation, "  now  in  an  updated  edition. 

11  THE  GOAL  by  Eliyahu  M.  Goldratt.  (North  River  Press  • 
$19.95)  Bringing  your  strategies  in  line  with  your  No.  1 
purpose:  making  money. 

12  YOUR  MONEY  OR  YOUR  LIFE  by  Joe  Dominguez  and  Vicki 
Robin  (Penguin  •  $11.95)  To  achieve  financial  indepen- 
dence, restructure  your  life. 

13  ZAPP!  by  William  C.  Byham  PhD  with  Jeff  Cox  (Fawcett  • 
$10)  How  "empowerment"  revved  up  employees  at  the 
fictional  Normal  Co. 

J.K.  LASSER'S  YOUR  INCOME  TAX  1996  by  the  J.K.  Lasser 
Institute  (Macmillan  •  $14.95)  Whew,  glad  that's  finished. 

THE  FIFTH  DISCIPLINE  by  Peter  Senge  (Currency  •  $18.50) 
Creating  the  "learning  organization. " 
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BUSINESS  week's  Best-Seller  List  is  based  on  a  survey  of  chain  and  independent  booksellers  that  carry  a  broad  selection  of  books  on  economics,  man 
agement,  sales  and  marketing,  small  business,  investing,  personal  finance,  and  careers.  Well  over  1,000  retail  outlets  nationwide  are  represent 
ed.  Current  rankings  are  based  on  a  weighted  analysis  of  unit  sales  in  April. 


HOT  TYPE 


IN    1978,    WHEN    ANDREW   TOBIAS  WROTE 

The  Only  Investment  Guide  You'll  Ever 
Need,  he  promised  it  would  be  just  that — at  least  until  after 
the  stock  market  crash  of  1987,  when  he  penned  The  Only 
Other  Investment  Guide  You'll  Ever  Need.  Now,  a  paperback 
edition  combines  the  best  of  both  books,  covering  everything 
from  annuities  to  zero-coupon  bonds.  No.  10  on  the  business 
WEEK  Paperback  Best-Seller  List,  it's  a  witty,  no-nonsense 
primer  that  contrasts  sharply  with  all  the  get-rich-quick  guides. 

Tobias  steers  readers  clear  of  strong-arm  sales  tactics — 
"trust  no  one,"  he  says — and  such  high-risk  ventures  as 
commodities — "you  shouldn't  be  in  the  game  at  all,"  he 
avers — peppering  his  warnings  with  droll  anecdotes.  Confused 


about  mutual  funds  vs.  annuities  or  how  much  to  allocate  1 
stocks  and  bonds?  Tobias  will  save  you  money  and  time. 

While  updated  to  treat  such  concerns  as  threats  to  Soci 
Security,  the  book  at  times  seems  over-revised.  In  one  sectioi 
Tobias  sounds  like  a  first-time  Price  Club  shopper,  marvelir 
at  the  wonders  of  bulk  buying.  Inordinate  space  also  goes  1 
how  the  ordinary  person  can  establish  a  charitable  foundatioi 

Still,  this  book  has  the  makings  of  a  classic — it  even  ir 
eludes  snappy  cocktail-party  comebacks.  When  someone  boasi 
about  a  stock  that  has  taken  off,  you  reply:  "Gosh,  that's  te 
rific!  Sounds  like  it's  time  to  short  some."  The  volume's  bi 
failing:  Tobias  will  be  pressed  to  come  up  with  an  encore. 

BY  KERRY  CAPEL 
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FOUR  REASONS 
WHY  TOSHIBA  SELLS  MORE 
PORTABLES  THAN  ANYONE. 


SateintB 

W/iL-n  II  aniKS  lo  (rricc,  perfinmance 
and  value .  nntfiingannes  chix  In  the 

Satdkt'  "  Smcs.  Thex  featmc-nch 
iiKxiets  make  h  IxmiHe  jar  everiitt\e 

Ui  have  ptmct  ani  per\tmmnec  in 
an  iiie-v(\'iisii'e  mitehouk. 


Satellite  Pro 

W'itfi  Sdri'llik'  (Vii  '\'(in  nin  gel 
uj/iinUi'  CD-ROM  and  ptmahiky 
m  a  mukimeLlia  ntnehi)i>k.  This 
seriei  offers  the  ciilwinivd  features 
and  pinm  iLMwIh'  jinmd  m  much 
mine  expensive  nvichmes. 


Till'  (iHurJ-irimimf;  I' n  tcijc  Soit's 
ikjittes  hiffi  perf(rnmnee  m  ulrrapirrtcihle 
eumpiiters.  At  under  five  pintni',.  these 
super-it)^iwei:4^t  iiDti'Kinlcs  are  pLicked 
with  features  yim'd  iinly  expect  from 
fidl-si:e  ci)in|)iirLTs. 


Tecra: 

Teeya  emhidies  the  ahsiiute  kitest 
andisreatest  m  portable  teAnolof^. 
With  thefatest  l\'n(iiim'  (mnvsyii's 
iiiul  mijsr  IniKmitn'L'/aitiirL's  nii  the 

market,  lecra  notebooks  are  tl\e 
ultin\ite  in  power  and  periirrmanee . 


Satellite,  Satellite  Pro,  Portege  and  Tecra.  Quite  possibly  the  best  reasons  there  are  tor  huyint,'  a  portable  computer.  Four  distinct 
Toshiba  notebook  lines  assure  that  whatever  your  needs,  there's  one  uniquely  suited  to  you.  Toshiba  portables  otier  unci  )mpromised 
quality,  and  are  recognized  by  the  ci^mputer  industry'  tor  technical  superiority.  And,  Toshiba  has  awarii- winning 
custtimer  service  and  support.  That's  why  Toshiba  sells  more  portables  than  anyone  in  the  world.  Need  any 
more  reasons?  Call  1-800-457-7777  for  more  information  or  a  dealer  near  you. 
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Pentium 


In  Touch  with  Tomorrow 

TOSHIBA 

Toshiba.  The  World's  Best  Selling  Portable  Computers. 

©1996  Toshiba  America  Inloiination  Systems,  Inc  All  produris  iiidirated  by  iiadtmaik  symbols  are  tradeniaiked  anil/or  registered  by  their  respective  companies 
Intel  Inside  and  Pentium  Processor  Logos  are  trademarks  of  Intel  Corporation  Product  availability  subject  to  change 


Economic  Viewpoint 


BY  PAUL  CRAIG  ROBERTS 


HOW  SOCIAL  SECURITY 

AND  MEDICARE  RIP  OFF  AMERICANS 


BETTER  WAY: 

Investing  15% 
of  earnings 
over  a  working 
life-instead  of 
keeping  up 
entitlement 
programs- 
would  produce 
100  million 
millionaires 


Paul  Craig  Roberts  is  John  M.  Olin 
Fellow  of  the  Institute  for  Political 
Economy  and  Distinguished  Fellow  of 
the  Cato  Institute  in  Washington,  D,C, 


The  American  economy  is  set  up  for 
failure.  Liberal  Democrats  couldn't  care 
less,  and  Republicans,  too,  refuse  to 
address  pressing  issues.  The  welfare  state 
once  looked  like  a  good  idea,  but  after  six 
decades,  a  formerly  self-reliant  population  has 
been  transfoiTned  into  an  entitlement-depen- 
dent one.  Many  inner-city  famihes  have  been 
destroyed,  and  government  has  assumed  re- 
sponsibility for  the  medical  care  and  income  of 
retirees. 

The  two  government  programs  underwrit- 
ing an  aging  population — Medicare  and  So- 
cial Security — are  both  in  financial  trouble. 
Medicare  hospitalization,  financed  with  a  2.9% 
payroll  tax,  is  now  ixinning  in  the  red.  Despite 
a  Reagan-era  "75-year  fix,"  Social  Security, 
financed  with  a  12.4%  payroll  tax,  will  be  un- 
able to  make  promised  benefit  payments  after 
the  year  2012  without  running  deficits. 

According  to  the  1995  Social  Security 
Trustees  Report,  retirees  face — unless  there 
are  substantial  increases  in  the  payroll  tax — 
a  10%  reduction  in  hospitalization  and  retire- 
ment benefits  by  the  year  2010,  a  27%  re- 
duction by  2020,  and  a  41%  reduction  by  2040. 
There  is  very  little  most  people  can  do  to 
cushion  themselves  against  these  reductions, 
because  the  combined  15.3%  payroll  tax  de- 
stroys their  ability  to  save. 

In  the  past,  politicians  responded  to  fund- 
ing crises  by  hiking  the  payroll  tax,  but  this 
method  destroys  employment  even  more  ef- 
fectively than  a  higher  minimum  wage,  es- 
pecially in  the  new  era  of  global  economic 
competition.  Privatization  is  the  only  answer, 
but  neither  party  has  the  courage  for  a 
frontal  assault  on  the  welfare  state.  Democ- 
rats believe  that  a  government-dependent 
population  is  a  moral  achievement,  and  Re- 
publicans seem  to  agree. 

The  inability  of  either  party  to  lead  im- 
phes  further  payroll-tax  increases.  Unless 
there  is  a  sudden  spurt  in  productivity 
growth,  these  tax  increases  wiU  be  paid  out  of 
employment  and  living  standards.  Both  will 
decline — a  surefire  recipe  for  intergenera- 
tional  conflict. 

BIGGER  BENEFITS.  Escaping  ft'om  the  entitle- 
ment trap  is  difficult,  but  the  benefits  would 
be  overwhelming.  Consider  the  question  of 
Medicare  hospitahzation.  The  average  income 
earner  now  pays  a  $1,000  annual  Medicare 
payroll  tax.  Investment  of  that  annual  sum — 
compounded  over  40  years  at  7% — would  pro- 


duce an  individual  capital  accumulation  ( 
$200,000.  For  someone  in  the  15%  incom( 
tax  bracket,  that  accumulation,  leaving  th 
capital  intact,  would  produce  an  aftertax  n 
tirement  income  four  times  as  much  as  th 
average  Medicare  per  capita  hospitalizatio 
expenditure  of  $3,000.  For  a  person  in  th 
28%  bracket,  the  return  would  be  3.3  timt 
the  Medicare  benefit. 

To  see  the  full  dimensions  of  the  rip-of 
add  in  the  rettr-ement  (and  disabihty)  portio 
of  the  payroll  tax.  The  annual  investment  ( 
15.3%  of  earnings  over  a  working  life  woul 
produce  a  nation  of  100  million  millionaires,  £ 
Sam  Beard  shows  in  his  book.  Restoring  Hoj. 
in  America,  published  by  the  Institute  fc 
Contemporary  Studies  (San  Francisco). 
PONZI  SCHEME.  Thanks  to  the  American  A: 
sociation  of  Retired  Persons,  Americans  ar 
fundamentally  misinfoiTned  about  Social  S< 
curity.  Most  think  they  are  paying  for  the 
own  retirement  and  that  the  money  is  sai 
because  it  is  in  the  government's  hands.  Th 
facts  are  that  their  payments  are  being  use 
to  pay  the  benefits  of  current  retirees,  an 
their  own  benefits  will  be  dependent  on  th 
working  population  (and  economy)  in  the  ft 
ture.  There  is  no  money  in  any  accoimt  to  pa 
any  ftitiu-e  retir-ee,  and  as  the  population  age 
it  is  going  to  be  impossible  to  come  up  wit 
the  money  to  pay  the  promised  benefits.  TY 
Social  Security  Ponzi  scheme  is  simply  rui 
ning  out. 

There  is  not  an  expert  in  the  country  wh 
does  not  understand  the  dilemma  and  ins( 
curity  of  a  retirement  system  based  on  ir 
tergenerational  transfer  payments  and  a  d^ 
teriorating  ratio  of  workers  to  retirees, 
learned  about  the  problem  when  I  was  A, 
sistant  Ti'easury  Secretary — and  simultan< 
ously  learned  that  politicians  will  not  de 
with  a  sinking  ship  that  they  can  pass  on  to 
later  watch. 

The  payi-oll  tax  is  the  worst  of  all  possib] 
worlds.  It  is  failing  to  meet  the  medical  an 
retirement  needs  of  the  elderly,  and  it  pn 
empts  the  income  that  would  permit  Amer 
cans  to  provide  more  efficiently  for  then 
selves.  A  country  burdened  with  a  lo 
saving  rate  and  financial  responsibility  fc 
a  large  elderly  population  will  not  be  able  t 
make  the  investment  necessary  to  sta 
abreast  of  competitors  or  to  attain  the  pr 
ductivity  growth  that  would  support  risin 
living  standards. 
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Actual  size.  (We  re  not  kidding.) 


Does  size  really  matter?  That's  a  question  golfers  have  been  asking 
each  other  for  years. 

hi  the  case  of  metal  woods,  we  would  have  to  say 

Why?  A  bigger  wood  has  a  larger  sweet  spot. 
So  even  if  you  hit  it  a  little  off-center,  your  ball  is 
more  likely  to  find  the  short  grass. 

With  that  in  mind,  we'd  like  to  introduce     ■  ■ 
you  to  the  Tommy  Gun.  It  is,  at  260  cc's, 
a  very  big  driver.  A  full  40  percent  larger 
than  Big  Bertha.  (In  case  you  were 
wondering.) 

Okay,  so  it's  bigger.  But  will  it  be  easy  to 
swing?  The  answer  again  is  yes. 

The  head  of  the  Tommy  Gun  is  made  of 
titanium,  which  is  stronger  than  steel  -  yet  lighter. 
When  you  combine  that  with  the  ultra  light  45" 
graphite  shaft,  you  end  up  with  a  club  that  probably 
weighs  less  than  the  driver  in  your  bag  right  now. 

And  you  know  what  that  means.  More  clubhead 
and  greater  distance. 

Before  you  run  out  and  buy  just  any 
titanium  driver,  however,  you  should  know 
this.  Some  clubs  that  claim  to  be  titanium  actually  cont 
of  the  metal,  while  the  Tommy  Gun  is  pure  titanium. 

Check  out  the  Tommy  Gun  today.  If  you  think  it  loc 
wait  until  you  see  it  sitting  behind  your  ball. 

For  more  information,  call  1-800-468-7268  or  visit  c 
site  at  http://www.tommyarmour.com. 


TAKE  YOUR  CAME  TO  THE  NEXT  LEVEL 


The  new  Tommy  Curt 
Supersize  Titunium  driver 


Hill  SiTlhij  (s  (I  Initlfmrirk  iif  CriHitwtiy  ■  1995  Tommy  Armiiur  (j'lt: 


Economic  Trends 


BY  GENE  KORETZ 

HOW  TIGHT  ARE 
LABOR  MARKETS? 

Maybe  even  tighter  than  they  look 

By  most  estimates,  the  current  job- 
less rate  of  5.4%  is  below  the  so- 
called  natural  rate  of  unemployment — 
the  rate  at  which  labor  markets  are  so 
tight  that  further  declines  are  likely  to 
spark  inflation.  But  a  number  of  econo- 
mists argue  that  the  labor  market  is 
looser  than  the  jobless  rate  suggests. 

Many  note,  for  example,  that  the  av- 
erage jobless  spell,  which  usually  de- 
cHnes  in  tandem  with  unemployment, 
has  stayed  unusually  high  during  the 
current  expansion  (chart).  In  fact,  it  is 
now  about  30%  higher  than  it  was  when 
unemployment  hit  5.4%  in  the  late 
1980s — a  development  that  seems  to  im- 

JOBLESS  SPELLS 
STILL  STAY  HIGH 
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ply  the  existence  of  a  large  pool  of  un- 
employed workers  who  should  be  ea- 
ger to  find  work  even  at  reduced  wages. 

Economist  Daniel  Sullivan  of  the  Fed- 
ei'al  Reserve  Bank  of  Chicago  isn't  so 
sure.  In  a  recent  commentary,  he  points 
out  that  the  average  spell  of  unemploy- 
ment has  been  raised  by  a  relatively 
small — though  significant  and  rising — 
number  of  long-temn  unemployed.  Most 
jobless  spells  in  the  U.  S.  remain  quite 
short,  and  the  number  of  newly  unem- 
ployed as  a  fi'action  of  the  labor  force  is 
now  actually  close  to  its  post- 1960s  low. 

At  the  same  time,  the  number  of 
long-term  unemployed  in  the  1990s  ap- 
pears to  have  been  boosted  by  an  un- 
usually high  fraction  of  pennanent  lay- 
offs resulting  from  business  dowTisizing. 
Many  laid-off  workei's  who  are  older  or 
have  specialized  skills  tend  to  engage 
in  long  job  searches.  And  rising  unem- 
ployment among  low-skilled  workers  in 
recent  decades  has  also  been  accompa- 
nied by  lengthening  jobless  spells. 


Fuither,  says  Sullivan,  skills  erode  as 
time  passes — lessening  job-seekers'  em- 
ployability.  And  though  those  without 
work  foi'  some  time  may  be  more  willing 
to  accept  lower  wages,  longer  jobless 
spells  may  reflect  a  lack  of  cjualifications 
for  jobs  with  changing  sldll  requii-ements. 

SulUvan's  analysis  of  recent  inflation 
and  unemployment  trends,  in  fact,  indi- 
cates that  longer  average  spells  of  un- 
employment (holding  the  jobless  rate  con- 
stant) now  tend  to  raise  inflationary 
pressiu'es.  "In  today's  economy,"  he  says, 
"high  diu-ations  may  well  signal  gi-eater 
labor  market  tightness." 


BLAME  IT 
ON  THE  SUN 

Are  sunspots  linked  to  inflation? 

Grain  prices  are  soaring,  America's 
winter  wheat  crop  has  been  devas- 
tated by  drought  and  frost,  and  cattle 
ranchers  have  hegim  to  hquidate  their 
herds.  To  economist  Sam  Nakagama  of 
Nakagama  &  Wallace  Inc.,  it  all  has  a 
familiar  ring.  Some  20  years  ago,  he 
warned  that  a  similar  confluence  of 
events  could  seriously  boost  inflation. 
Then,  as  now,  he  laid  the  blame  on  the 
influence  of  a  celestial  body:  the  sun. 

According  to  some  theorists,  solar  ac- 
tivity in  the  form  of  sunspots  is  charac- 
terized by  a  20-  to  22-year  "double  cy- 
cle," whose  low  phases  are  often 
associated  with  unusually  chy  weather 
and  cold  winters.  The  last  low  phase 
was  in  the  mid-1970s  when  the  oil  crisis 
and  extended  droughts  pushed  inflation 
into  double  digits.  The  most  memorable 
episode  was  the  Dust  Bowl  of  the  1930s. 

Nakagama  claims  the  sunspot  cycle  is 
behind  the  unusual  weather  patterns 
that  have  been  roiling  agiicultural — and 
oil — markets  since  last  summer.  If  he's 
light,  future  inflation  readings  could  be 
higher  and  more  vaiiable  than  the  fi- 
nancial markets  are  expecting. 


CANADA'S  DOLLAR 
COMES  BACK 

Currency  markets  seem  friendlier 

After  casting  a  skeptical  eye  on  the 
Canadian  dollai'  for  years,  the  cur- 
rency markets  may  be  about  to  give  it 
some  respect.  The  clue,  says  Citibank 
economist  Andrew  Spence,  is  the  mar- 
kets' reaction  to  shifts  in  Canadian  in- 
terest rates,  which  have  stayed  above 


U.  S.  rates  for  more  than  a  decadi 
In  the  past,  whenever  Canada's  ce| 
tral  bank  tried  to  push  short-term  rat^ 
below  U.  S.  levels,  capital  outflows  woi 
start  to  depress  ^^m^^^^^^ 
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its  already  under- 
valued dollar — 
forcing  rates  up 
again.  But  recent- 
ly, the  bank  finally 
managed  to  pull 
this  off  without 
hurting  the  Cana- 
dian dollar. 

Spence  credits 
several  develop- 
ments for  the 
markets'  mild  re- 
action: Inflation, 
now  1.4%,  has 
stayed  below  the 
U.  S.  rate  for  over  four  years.  Feder 
and  provincial  governments  have  be* 
slashing  budget  deficits  and  plan  bi 
cuts  in  the  future.  And  the  issue  of 
Quebec  secession  seems  to  have  bei 
deferred  for  at  least  four  or  five  yeai- 

With  low  inflation,  a  soaring  tra( 
siu'plus,  and  a  fast-shiinking  deficit,  tl 
outlook  for  the  Canadian  dollar  h; 
brightened  considerably,  says  Spent- 
And  Canada's  interest  rates  no  longi 
have  to  stay  far  above  U.  S.  levels. 


A  VOTE  AGAINST 
THE  GAS-TAX  CUT 

And  for  budget  and  trade  progress 

Rescinding  the  1993  hike  in  feder: 
gasoline  taxes  may  play  well  on  ti 
hustings,  but  economist  Sally  Kleinman  i 
Chase  Secmities  Inc.  says  it  makes  "litt 
sense  economically."  To  achieve  budgi 
neutrality,  its  cost — $3  billion  to  $5  billii 
a  yeai'  in  revenues — will  reciuii'e  spendii 
cuts  or  tax  hikes  that  migiit  well  be  ; 
onei'ous  as  the  gas  tax. 

Moreover,  the  cut  will  tend  to  rai.^ 
gas  usage  and  thus  boost  America's  ri 
ing  oil  import  bill.  Although  the  U. ; 
managed  to  cut  imports  from  45%  < 
consumption  in  1977  to  just  26%  )i 
1985,  conservation  efforts  stalled  aftt 
the  1986  price  collapse,  and  imports  no 
supply  more  than  half  of  U.  S.  needs. 

Meanwhile,  other  advanced  natioi 
continue  to  levy  hefty  taxes  on  gasi 
line.  While  the  average  U.  S.  pump  pri( 
is  now  over  $1.30  per  gallon.  Run; 
heimer  International  reports  that  ii 
latest  siu'vey  found  prices  ranging  froil 
$4.18  in  Milan  and  $4.52  in  Paris  t| 
$4.97  in  Oslo  and  $5.13  in  Tokyo. 
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Available  at  all  fine  Health  Food  Stores,  Drug  Stores 

and  GNC  or  call  1-800-326-1520 

for  a  store  location  near  you. 


lifoj^^tee^  OscoDrua  Savon  drugs  SSsspKs.  Dominid^  (^SX-J^^iM!^ 


Natrol,''  Inc.  ■  20731  Marilla  Street  ■  Chatsworth,  California  91311  ■  818-701-9966 


Melapure  is  a  licensed  'j^la 
trademark  of  Genzyme 


Accepting  the  award  for  a 
G)nsumers  Digest  "Best  Buy" 


Lincoln  Town  Car. 

Consumers  Digest  calls  a  Best  Buy  "a  product  that  offers 
outstanding  value  for  its  price."  We  call  it  Lincoln  Town  Car. 
The  editors  were  impressed  that  "this  big  Lincoln  retains  the  best 
of  what  has  always  been  good  about  large  American  sedans." 
The  experts  agree;  even  when  money  is  no  object,  value  is. 

Three  Ways  To  Lease 


«499/«2,100 

per  month  down 

24-Month  Red  Carpet  Lease 

First  Month's  Payment'  $499 

Down  Payment  (Net  of  RCL  Cash)  $2,100 

Reftindable  Secunty  Deposit  $500 

Cash  Due  At  Sigmng"  $3,099 

30,000-Mile  Lease 


or 


585/«0 

per  month  down 

24 -Month  Red  Carpet  Lease 

First  Month's  Payment"  $585 

Down  Payment  (Net  of  RCL  Cash)  $0 

Refundable  Security  Deposit  $600 

Cash  Due  At  Signing"  $1,185 

30,000-Mile  Lease 


or 


«13,491 

One-Time  Lease 
Payment 

APP  Payment  (Net  of  RCL  Q.h)"  $13,491 

Refundable  Security  Deposit  $575 

Cash  Due  At  Signmg"  $14,066 

CashOutlay  Over  24  Months"  $13,491 

30,000-Mile  Lease 


To  leam  more,  call  1  800  446-8888  or,  for  information  via  the  Internet,  enter  http://www.LincoLnvehicles.com. 


LINCOLN 

W  hat    A    Luxury    Car     Should  Be 


•'96  Lincoln  Town  Car  Exeaitive  Series  MSRP  $57,5K()  excluding  litle.  taxes  and  license  fee.  Conventional  and  Advance  Payment  Program  lease  payments  based  on  averse  capitalized  cost  of  91.01%  of  MSRP  for  il-month  iloscd  crul  l-ord  Credit 
Rfd  Carpel  l^ses  (RCL)  purcha.scd  in  llie  nation  through  2/29/96,  Some  payments  higher,  some  lower.  See  dealer  for  payment/terms ,  Lessee  may  have  option  to  buy  vehicle  at  lease  end  at  price  negotiated  with  dealer  at  signiiij;  h-sM-c  rcsi>< -risible  fur 
excess  wear  and  tear  and  milea^{e  over  ,10,(KH)  at  $.ll/mile- Credit  approval/insiirabilitv' determined  by  Ford  Credit,  For  special  lca.se  terms  and  $I,7S0  R(Xcash,  take  new  retail  delivery  from  dealer  slock  by  7/2AM)  Monliily  pa\iiit  nLs  ioLiI  j^l  l  ,*^t'()  with 
Si.  IIHJ  down  payment  or  $  14,040  with  $0  down  ;)ayment.  Current  Lincoln  owner;  and  les.sees  qualify  for  an  additional  $500  owner  loyally  incentive  toward  the  pun:hase  or  lease  of  a  neu' '%  Town  Car  prior  to  7/2A)6.  See  dealer  for  complete  delaiLs, 
*"'Kxcludes  tax,  title  and  license  ft'e 
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EVEN  THE  BOND  MARKET 
[S  STARTING  TO  CHILL  OUT 


US.  ECONOMY 


Are  the  bond  market's  infla- 
tion fears  starting  to  ebb?  It 
)oks  that  way.  The  yield  on  the  benchmark  30-year 
i'easury  bond  dropped  to  6.84%  on  May  14  from  a  high 
f  7.11%  only  a  week  and  half  before.  The  mood  swing 
f  Wall  Street's  foremost  inflation  worrywart  may  be 
ignaling  the  end  of  the  growth  scare  that  had  height- 
ned  fears  of  overheating,  inflation,  and  Federal  Re- 
erve  rate  hikes. 

The  chief  reason  the  bond  market  is  starting  to  chill 
ut  is  the  cooler  temperature  of  the  data.  Retail  sales 
re  off  to  a  slow  start  in  the  second  quarter,  and  ca- 
acity  use  remains  low  (charts).  Excluding  the  effects  of 
iie  General  Motors  Corp.  stnke,  industrial  production 
i  far  from  robust.  And  excluding  the  roinup  in  energy 
osts,  the  price  indexes  at  both  the  producer  and  con- 
amer  levels  look  exceptionally  benign. 
By  nearly  all  gauges,  the  economy  is  moving  along  at 
Goldilocks  clip — not  too  hot,  not  too  cold.  That  is 
lie  way  the  Fed  is  likely  to  read  the  situation  at  its 
ext  policy  meeting  on  May  21.  Economists  expect  no 
etion  on  interest  rates  at  that  po'w^ow,  and  policy  may 
^ell  be  on  hold  for  months  to  come. 

Key  to  the  outlook  is  the 
pace  of  demand.  On  that  front, 
the  strong  first-quaiter  growth 
rate  of  final  sales  is  more  like- 
ly to  fade  than  gather  steam. 
Weak  April  retail  sales  sug- 
gest consumer  spending  will 
be  hard-pressed  to  match  its 
first-quarter  pace  of  3.5%. 
Slower  growth  of  capital-goods 
orders,  outside  of  those  for 
aircraft,  argues  that  business 
ivestment  will  cool.  And  housing  demand  is  feeling  the 
i^eight  of  higher  mortgage  rates.  Combined,  these  seg- 
lents  are  four-fifths  of  overall  demand. 

;0  FAR,  RETAILERS  are  not  seeing  the  bustling  ac- 
ivity  they  enjoyed  in  the  first  quarter.  Retail  sales 
all  0.3%  in  April,  following  March's  0.5%  increase  and 
'ebruary's  huge  2.1%  gain.  Both  the  February  and 
larch  rises  were  revised  up  from  gains  reported  ear- 
er,  so  first-quarter  consumer  spending  in  the  gi'oss  do- 
tiestic  product  tally  will  end  up  even  stronger. 
Second-quarter  retail  volume  faces  an  uphill  battle, 
specially  sales  of  autos  and  other  consumer  durables. 
ifter  adjusting  for  inflation,  real  retail  sales  in  April 
;rew  at  an  annual  rate  of  only  0.4%  above  first-quarter 


A  WEAK  START  FOR 

SECOND-QUARTER  SALES 
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purchases,  which  had  soared  6.9%  from  the  fourth 
quarter. 

Some  buying  in  the  fii'st  quarter  may  have  been 
boosted  by  delivery  of  tax  refunds,  which  was  earlier 
than  in  1995:  Last  year,  the  Internal  Revenue  Service 
had  delayed  checks  to  search  for  fraud.  The  surge  in 
mortgage  refinancings  in  late  1995  also  gave  home- 
owners some  extra  cash  to  spend. 

By  April,  however,  both  refunds  and  refinancing- 
activity  had  begun  to  diminish.  Typically,  the  windfalls 
from  refis  and  refunds  are  spent  on  big-ticket  items 
such  as  cars,  home  electronics,  and  furniture.  Now, 
with  these  two  sources  of  cash  pretty  much  tapped 
out  and  with  long-term  rates  much  higher  than  in 
Januaiy,  durables  purchases  are  suffering. 

Sales   of  durable  goods 
plunged  2.1%  in  April,  the  CAPACITY 
largest  monthly  drop  in  more  STAYS  LOOSE 

than  three  years.  Car  sales  operating  RATE 

fell,  but  purchases  of  building    85\^F0R  all  industry 
materials  and  furniture  also  84 
posted  losses.  Sales  of  non- 
durable  items  held  up  well  in 
April:  Department-store  re-  % 
ceipts  rose  0.7%,  and  apparel-  'm  '% 

store  sales  rebounded  2.7%     a  percent 
from  a  March  drop.  data  federal  reserve 

Retail  sales  were  overstated  a  bit,  however,  in  both 
March  and  April  because  of  higher  gasoline  prices. 
Sales  at  the  pimip  jumped  3.3%  in  April,  following  a  4% 
advance  in  March.  Costlier  gas  added  about  two-tenths 
of  a  percentage  point  to  the  overall  increases  in  both 
March  and  Apiil  retail  receipts. 

HIGHER  ENERGY  COSTS  also  pushed  up  the  April 

price  indexes.  But  by  all  readings  at  the  wholesale 
and  retail  levels,  inflation  elsewhere  remained  as  tame 
as  a  kitten,  and  in  a  climate  of  slowing  demand,  it  will 
stay  that  way. 

The  consumer  price  index  rose  0.4%  in  April,  fol- 
lowing a  similar  increase  in  March.  Annual  inflation 
has  accelerated  slightly,  to  2.9%  from  2.6%  at  the  end  of 
last  year.  But  April's  3.2%  spike  in  energy  prices  ac- 
counted for  most  of  the  month's  increase.  Gas  prices 
should  begin  to  edge  lower  in  coming  months,  now 
that  ci-ude-oil  prices  have  begTin  to  fall. 

Excluding  energy  and  food,  the  core  CPI  edged  up 
only  0.1%  in  April,  and  annual  core  inflation  has  actually 
fallen,  to  2.7%-  from  3%  at  yearend  1995.  Core  inflation 
has  dipped  back  to  where  it  was  in  December,  1994, 
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when  it  was  at  the  lowest  rate  since  the  1960s. 

One  sector  where  inflation  is  really  slowing  is  medical 
care,  with  prices  up  just  3.7%  in  the  year  ended  in 
April — the  lowest  rate  in  23  years.  And  entertainment' 
costs,  which  had  been  I'ising  steeply,  fell  0.1%  in  April. 
As  a  result,  core  services  are  up  3.2%  from  a  year 
ago,  down  fi'om  a  3.7%  yearly  rate  in  April,  1995. 

Inflation  at  the  wholesale  level  is  also  falling.  Pro- 
ducer prices  for  finished  goods  traced  the  CPi's  path  in 
April,  also  increasing  0.4%,  pushed  up  by  energy.  But 
the  core  index  posted  only  a  0.1%  gain.  The  core  PPi 
has  increased  a  mere  0.1%  in  four  of  the  past  five 
months — and  in  Febiaiary  it  fell  0.1%. 

Looking  further  back  in  the  production  chain,  price 
pressures  ai"e  easing,  not  mounting  (chait).  The  core  ppi 
for  intermediate  goods  has  declined  for  seven  consecu- 
tive months,  and  the  core  index  for  crude  materials  has 
fallen  in  each  of  the  past  10  months. 

THE  FALL  IN  MATERIALS  PRICES  reflects  soft  de 

mand  by  industry,  which  is  facing  only  modest  output 
gTowth  and  low  operating  rates.  The  end  of  the  GM 
strike,  and  subsequent  surge  in  auto  and  troick  output, 
lifted  April  industrial  production  by  0.9%,  following  a 
0.5%  drop  in  March.  But  excluding  the  effects  of  the 
strike,  April  output  was  flat  after  a  rise  of  0.3%  in 
March.  Auto  and  truck  production  jumped  23.3%  after 
plunging  17.3%  in  March. 


mm 


Detroit  will  give  second-quarter  GDP  a  big  boos 
but  elsewhere  output  growth  vrill  be  hampered  by  th 
continued  need  to  cut  excess  inventories.  Because  of  tH 
auto  rebound,  industrial  production  began  the  secon| 
quarter  at  an  annual  rate  of  5%  above  the  fii-st-quarte 
level.  But  excluding  motor  vehicles  and  parts,  output 
up  at  a  mild  2.7%-  pace. 

Despite  moderate  production  gains,  industrial  ca 
pacity  use  remains  low  enough  to  keep  pressure  oJ 
prices.  The  average  operating  rate  for  all  industrfi 
bounced  back  to  83%  in  April,  from  82.5%  in  Marcl 
but  that's  still  a  shade  below  February's  level. 

With  so  few  sources  of  price 
pressure  in  the  pipeline,  it  is 
difficult  to  see  how  inflation 
can  get  a  toehold  in  the  goods- 
producing  sector.  And  the 
tepid  behavior  of  the  medical- 
care  and  entertainment  sec- 
tors is  working  to  keep  sei'- 
vice  inflation  low. 

At  the  same  time,  the  latest 
news  ft'om  the  industrial  and 
retail  sectors  shows  that  the 
economy  continues  on  a  not-too-cold,  not-too-hot  patl 
And  a  mild  temperature  is  not  only  good  for  porridge 
It's  also  great  for  keeping  inflation — and  bond  marke 
jitters — at  bay. 
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AZNAR  IS  ALREADY  MAKING  HIS  MARK 


SPANISH  GDP 


fter  the  electorate  ousted  a 
Lshaky  Socialist  government, 
Spain's  financial  markets  are  up- 
beat about  the  new  center-right 
coalition,  which  offers  a  degree  of 
stability  and  fiscal  resi3onsibihty 
not  seen  in  years. 

Since  the  new  gov- 
ernment was  formed  in 
late  April,  stocks, 
bonds,  and  the  peseta 
have  rallied.  On  May 
7,  the  Bank  of  Spain 
cut  interest  rates  by  a 
quarter-point,  to  71^%. 
It  was  the  fifth  easing 
in  six  months,  and  an- 
other cut  may  come 
soon,  given  recent  fiscal  measures 
and  subdued  inflation  at  an  annual 
rate  of  3.5%  in  April,  near 
March's  25-year  low. 

The  aUiance  of  the  ruling  Popu- 
lar Party  (PP),  the  minority  party 


GROWTH  IS 
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of  Prime  Minister  Jose  Maria  Az- 
nar,  and  the  Catalan  nationalists' 
Convergence  and  Union  paily 
(ciu)  is  based  on  a  new  system  of 
regional  finance.  The  government 
will  cede  control  of  30%-  of  nation- 
al income  taxes  to 
Catalonia  and  other 
regions,  up  from  15%. 
In  exchange  for  that 
and  other  concessions, 
the  powerful  ciu  vrill 
support  the  PP  for 
four  years — a  long- 
term  backing  the  So- 
ciaHsts  never  had. 
The  pact  gives  the 
new  regime  a  strong 
mandate  for  cutting  the  public 
deficit,  liberalizing  the  economy, 
and  striving  toward  European 
Monetary  Union. 

As  a  fii'st  step,  the  government 
said  on  May  10  it  would  cut  200 


billion  pesetas  ($1.6  billion)  fi'om 
its  1996  budget  to  limit  an  over- 
shoot of  this  year's  deficit  goal  of 
4.4%  of  GDP,  down  from  5.9%  in 
1995.  The  measures  were  meant 
in  part  to  convince  the  markets 
that  the  government  is  serious 
about  reaching  the  3%  Maastricht 
Tr-eaty  criterion  by  1997. 

Aznar's  challenges  are  great. 
First,  the  economy  is  slowing 
(chart).  The  Bank  of  Spain  esti- 
mates that  first-quarter  GDP 
grovrth  slipped  to  2%.  Despite 
21.7%  joblessness,  Aznar  wants  to 
cut  state  employees  and  ease  fii'- 
ing  laws.  Also,  reaching  the  Maas- 
tricht deficit  target  will  require 
draconian  cuts,  including  public- 
health  and  pension  reforms,  ef- 
forts the  unions  and  the  SociaUsts 
will  oppose.  Aznar's  biggest  asset 
will  be  the  strength  and  stability 
of  his  government. 
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In  the  past,  winning  new  business 
was  a  black  or  white  proposition. 


Introducing  the  future. 
The  HP  Color  LaserJet  5. 


First  impressions  are  important,  but  busiiiess 
is  often  won  or  lost  based  on  last  impres- 
sions. So  why  shouldn't  your  proposals  be 
as  impactful  and  persuasive  as  possible? 
With  the  new  HP  Color  LaserJet  5  printer, 
they  can.  Dramatic  improvements  in  tech- 
nology allow  the  Color  LaserJet  5  to  create 
1200  dpi  equivalent  image  quality,  literally 
producing  millions  of  permanent  solid  colors. 
The  Color  LaserJet  5  is  compatible  with  all 
popular  software  and  is  fully  networkable. 
Best  of  all,  with  its  remarkably  low  cost  of 
ownership,  you'll  be  amazed  at  how  little 
it  costs  to  add  color  to  your  documents. 
Call  1-800-LASERJET  Ext.  1443  for  some 
thoroughly  convincing  print  samples.  So  you 
can  start  claiming  business  victories  today. 
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THE  CANDIDATES 


THE  BUZZING 

IN  BOB  DOLE  S  HEAD 

Can  he  form  an  economic  vision  out  of  swarms  of  advice? 


In  the  echoing  halls  outside  the  Sen- 
ate Majority  Leader's  Capitol  of- 
fice, politicians  and  passersby  could 
sense  that  something  big  was  afoot. 
Bob  Dole's  closest  advisers  scurried  in 
and  out  of  a  daylong  meeting  on  May 
14,  searching  for  a  strategy  to 
rescue  his  flailing  Presidential 
campaign. 

The  next  day.  Dole  an- 
nounced a  decision — and 
it  shocked  gop  loyahsts 
and  Democratic  foes 
alike:  After  36  years  in 
Congress,  the  Kansan  will 
sun'ender  his  beloved  Sen- 
ate seat  to  devote  all  his  time 
to  the  race  against  President 
Clinton.  "I  will  seek  the  Pi-esidency," 
he  declared  in  a  May  15  press 
conference,  "with  nowhere  to 
go  but  the  White  House  or  TAYLOR 
home." 

HAMSTRUNG.  The  stunning  announce- 
ment makes  it  clear  that  Dole  is  grop- 
ing for  dramatic  measures  to  close  the 
vast  gap  in  the  polls  between  him  and 
Bill  Clinton.  At  the  moment,  his  cam- 
paign is  foundering,  dragged  dowm  by  a 
divisive  intraparty  fight  over  Washing- 
ton gridlock  that  makes  the  Majority 
Leader  look  ineffectual  and  ham 
strung.  Dole  hopes  that  bursting 
out  of  Washington  will  reener 
gize  his  campaign. 

What  Dole  needs  more 
than  anything,  though,  is  a 
strong,   visionary  economic 


platfoiTn.  To  hammer  one  together,  he 
has  enlisted  an  eclectic  crowd  of  top 
economists,  including  former  Council  of 
Economic  Advisors  member  John  B. 
Taylor  and  former  Federal  Reserve 
Governor  Wayne  D.  Angell  to  help.  But 
now  Dole  must  decide  between  his 
lifetime  record  of  fiscal  con- 


servatism— which  played  well  for  yea 
but  which  may  be  too  austere  for 
Presidential  campaign — and  suppl; 
siders  pleading  with  him  to  woo  vote: 
with  a  package  of  tax  cuts. 

Supply-siders,  such  as  Lawrenc 
Kudlow  of  A.B.  Laffer,  V.A.  Canto 
Associates,  are  urging  Dole  to  embrac 
a   Reaganesque   program  bui 
around  a  15%  across-the-boai 
income-tax  reduction.  Anoth( 
possible   sweetener:  reli 


DOLES 
EMERGING 
ECQNOMIG 
AGEMDA 


TAX  CUTS  First,  he  pushed  the  gas  tax 
rollback.  Next,  he  may  scrap  the  GOP's 
$500-per-child  tax  credit  in  favor  of  a 
15%  across-the-board  cut  in  rates. 

THE  BUDGET  No  deficit  by  2002. 

TAX  OVERHAUL  A  "fairer,  flatter,  sim- 
pler" code — but  no  flat  tax. 
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3m  the  sting  of 
lyroll  taxes.  If 
3le  bites,  the 
IP's  premier  deficit 
iwk  will  have 
tched  his 
ipes  to 
$500  bil- 
m  tax  plan 
at  he'd  be  hard- 
essed  to  pay  for, 
en  under  a  seven- 
jar,  balanced-bad- 
it  timetable.  But  the 
pply-siders  dismiss 
ose  qualms.  "When  Re- 
iblicans  run  on  tax  cuts, 
5  win,"  declares  a  gop  econ- 
fiist.  "It's  that  simple." 
Dole  may  just  be  desperate 
lough  to  adopt  the  supply-side  line. 
He's  deputized  Senator  Spencer 
Abraham,  a  gop  freshman  from 
Michigan,  to  flesh  out  a  15%  tax 
cut  and  test  it  in  pubUc.  Fans 
argue  that  the  across-the- 
board  cut — replacing  the 
$500-per-child  tax  credit 
and  other  scattershot 
proposals  the  gop  has 
pursued  lately — will 
pull  together  the 
party  and  rally 
voters.  "We  need 
to  unite  taxpayers, 
rather  than  divvy 
up  spoils  among 
them,"  says  Bruce 
R.  Bartlett,  the 
former  Bush  Ad- 
ministration Trea- 
sury official  who 
was  the  first  to 


GARYS. 
BECKER 


propose  the  15%  tax  cut. 
Other  supply-siders 
fear  that  cuts  in  top 
rates  could  renew 
charges  that  Repub- 
licans favor  the 
rich.  So  they 
want  Dole  to 
back  a  deduc- 
tion or  credit 
for  some  share 
of  workers' 
Social  Secu- 
rity payroll 
tax.  That  would 
directly  address  worker 
anxiety — but  at  enor- 
mous cost.  Offsetting 
even  10%  of  payroll  taxes  would  cost 
the  Treasury  $54  billion  a  year. 

Trouble  is,  paying  for 
tax  cuts  of  such  magni- 
tude would  force  Dole  to 
come  up  with  equally  huge  spending 
cuts.  It  was  just  that  approach  that  land- 
ed Dole  and  the  go?  in  hot  water  with 
voters  in  1995  as  Republicans  tried  to 
sHce  into  popular  middle-class  entitle- 
ments, such  as  Medicare  and  Medicaid 
nui'sing-home  care. 

Moreover,  big  tax  cuts  clearly  go 
against  Dole's  histoiy.  The  Kansan  re- 
luctantly shepherded  Ronald  Reagan's 
25%  income-tax  rate  cut  through  the 
Senate  in  1981 — and  came  back  with 
tax  hikes  to  rein  in  the 
ballooning  federal 
deficit  in  1982,  '84, 
and  '90.  He's  always 
derided  the  supply- 
side  wing  of  the 
Republican  Party, 
scoffing  at  claims 
that  lower  rates  will 
spur  enough  economic 
grov^rth  to  make  up  for 
lost    revenues.  Last 
year.  Dole  dutifully  - 
went  along  with  House 
Republicans'  calls  for  a  big  tax 
cut — but  he  worked  behind  the 
scenes  to  shave  the  size  of  the 
package  from  $365  billion  to 
$122  bilUon. 

So  Dole  is  torn  between 
supply-siders  and  the  economic 
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mainstream.  Conventional  gop  econo- 
mists got  their  innings  with  the  candi- 
date on  May  8,  when  Dole  invited  six 
prominent  gurus  and  six  senators  to  a 
barbecue  dinner  in  his  office.  Their 
goal:  Find  a  set  of  policies  that  will 
raise  the  economy's  long-term  growth 
rate  to  3%,  up  ft'om  the  2%  average  of 
the  1990s. 

Dole  handpicked  the  six  economists 
at  the  session:  Taylor;  Martin  S.  Feld- 
stein,  who  chaired  Ronald  Reagan's 
Council  of  Economic  Advisers;  Nobel 
laureate  (and  business  week  columnist) 
Gary  Becker  of  the  University  of  Chica- 
go; Harvard's  Robert  Barro;  Charles 
Wolf  of  rand;  and  John  Lipsky  of  Sa- 
lomon Brothers.  The  group  kicked 
around  a  variety  of  ideas,  such  as  ex- 
panding individual  retirement  accounts, 
reforming  the  court  sys- 
tem, instituting  choice 
plans  or  vouchers  to  im- 
prove schooHng,  and  overhauling  feder- 
al regulations. 

NO  SURPRISES.  Taxes,  too,  were  on  the 
table — though  these  economists  give 
more  weight  to  cutting  levies  on  inter- 
est, dividends,  and  capital  gains  than  to 
supply-side  rate  cuts.  The  gi'oup  is  slat- 
ed to  reconvene  in  a  few  weeks  to  ham- 
mer out  more  specifics  on 
their   initiatives.  "It's 
/  a  very  mainstream 

/>'  gi'oup — they  aren't 
going  to  produce 
major  surpris- 
es," says  econ- 
omist David 
D.    Hale  of 
Zurich  Kemper 
-jff"  Investments  Inc. 

Whatever  ideas 
Dole's  economic  brain 
trust  produces  must 

WAYMPn   P^^^  muster 

vs.*        V^jt^c,,      with  two  other 
ANGE.LL      groups  of  ad- 
visers, however.  Dole  has 
long  turned  to  his  peers 
in  the  Senate  and  to 
friends  in  the  business 
world  for  down-to-eaith  ad- 
vice on  how  poli- 
^^^^  cies  will  affect 
1  business.  Angell, 


FASTER  GROWTH  Raising  long-term  growtli  to  3%  or 
higher,  fronn  the  2%  average  of  the  '90s.  To  do  it: 
school  vouchers  and  capital-gains  tax  cuts. 

FAIR  TRADE  Dole  is  cool  toward  expanding  NAFTA.  He  also  seeks  an  escape  hatch  from  the  new 
world  trade  court,  authorized  under  GATT. 

"CLINTON  CRUNCH"  Dole  plans  to  play  on  voters'  fears  about  job  insecurity  by  blaming  regulations 
and  Clinton's  1993  tax  increases  for  undermining  jobs. 
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for  example,  makes  many  economists' 
eyes  glaze  over  with  his  twangy  talk 
of  using  gold  prices  to  fight  inflation. 
But  Dole  remembers  him  as  a  Kansas 
banker,  and  values  his  advice.  From 
Capitol  Hill,  gop  Senators  Bob  Bennett 
of  Utah,  who  built  the  Franklin  Quest 
day-planner  com))any,  and  Connie  Mack, 
a  former  Florida  banker,  have  put  the 
pro-entrepreneur  sheen  on  Dole's  re- 
cent speeches.  And  Senator  Pete  V. 
Domenici  (R-N.  M.),  Dole's  second-in- 
command  dming  15  years  of  budget  bat- 
tles, reinforces  the  candidate's  hawkish- 
ness  on  deficits. 

CAUTIOUS  GROUP.  The  final  say  rests 
with  Dole's  inner  circle,  a  small  band 
of  Senate  staffers  and  former  aides.  On 
economics,  campaign  treasurer  Robert 
E.  Lighthizer,  Dole's  former  chief-of- 
staff  on  the  Senate  Finance  Commit- 
tee, takes  the  lead.  He  is  assisted  by  fel- 
low Washington  lawyers  Roderick  A. 
DeArment  and  William  Diefenderfer. 
Dole's  current  chief-of-staff.  Sheila 
Bui-ke,  helj^s  pull  all  the  advice  together 
Schooled  in  Dole's  art-of-the-possible 
style,  these  aides  fomi  a  cautious  gi'oup. 
But  they're  also  fiercely  loyal,  and  they 
know  they're  fighting  for  their  boss's 
political  life.  In  the  wake  of  Dole's  May 
15  announcement,  they  are  hoping  the 
next  likely  Senate  leader,  Mississippian 
Trent  Lott,  will  give  them  a  boost.  They 
want  him  to  use  his  close  ties  with 
House  Speaker  Newt  Ginginch  (R-Ga.) 
to  forge  tough  economic  policy  bills  re- 
forming welfare,  overhauling  Medicare, 
and  cutting  the  budget.  Tliose  measm-es 
will  force  Chnton  into  unpopular  vetoes 
that  GOP  strategists  hope  will  highlight 
the  contrast  between  statist  Democrats 
and  power-to-the-people  Republicans. 
That  way,  Lott,  Gingiich,  and  company 
can  lob  political  bombs  at  Clinton  in 
Washington  while  Dole  is  out  on  the 
hustings. 

There's  one  problem  with  this  plan: 
Dole's  campaign  is  nearly  broke.  So 
Dole  will  rely  on  the  kindness  of  gop 
governors  and  party  honchos  to  fund 
his  travel  and  advertising  until  he  gets 
more  federal  funds  right  after  the  Aug. 
12-15  Republican  Convention.  But  even 
a  new  infusion  of  funds  won't  revive  a 
campaign  bereft  of  ideas.  That's  why 
supply-siders  are  confident  of  con- 
verting Budget-Balancing  Bob  to  their 
religion. 

Clinton's  advisers  are  already  prac- 
ticing their  retort — that  old  Reagan  fa- 
vorite, "There  they  go  again."  Senate 
Majority  Leader  Dole  would  be  stung. 
But  candidate  Dole  may  decide  that 
budget-busting  is  a  small  price  to  pay 
for  the  White  House. 

By  Mike  McNamee,  with  Howard 
Glecknian,  Dean  Foust,  and  Douglas 
A.  Harhrecht  in  Washington 


PROSECUTIONS 


A  BIGGER  STICK  , 
AGAINST  INSIDE  TRADERS  I 

Will  faster  tracking  and  more  criminal  charges  stem  the  tide? 


In  March,  Michael  G.  Sargent  got 
some  disturbing  news:  The  Securi- 
ties &  Exchange  Commission  had 
filed  civil  charges  alleging  insider  trad- 
ing against  the  Massachusetts  dentist. 
But  the  real  shocker  came  on  May  7, 
when  the  U.  S.  Attorney  in  Boston  in- 
dicted Sargent  on  charges  of  lying  to 
the  SEC  and  reaping  illegal  profits. 

The  government  alleges  that  Sargent 
learned  in  late  1994  that  Mark  IV  In- 
dustries Inc.,  an  electronics  conglomer- 
ate, was  preparing  to  buy  Purolator 
Products  Co.,  an  air-filtration  and  auto- 
parts  company.  The  alleged  tipster:  a 
friend  whose  business  partner  was  a 
Purolator  director.  Now  what  seemed 
like  an  easy  $140,000  in  trading  profits 
from  buying  and  selling  20,400  Purolator 
shares  could  land  Sargent  in  jail  (table). 
Conviction  carries  a  possible  10-year 
prison  term  and  a  $1  million  fine.  Says 
Gary  C.  Crossen,  Sargent's  attoi'ney: 
"I'm  confident  my  client  will  be  vindi- 
cated." A  civil  case  is  pending  against 
Sargent's  friend.  The  Purolator  direc- 
tor is  not  imphcated. 

Chasers  of  the  fast  buck,  take  heed. 
As  insider  trading  continues  to  mush- 
room, the  chances  of  getting  caught — 
and  severely  punished — ai'e  rising.  Us- 
ing a  nonpublic  tip  to  trade  stock  may 
seem  like  a  harmless  way  to  turn  a 
quick  pi'ofit.  But  federal  prosecutors  in- 
creasingly are  targeting  alleged  insider 
traders  for  criminal  charges  and  prison 
sentences,  in  addition  to  sec  civil  ac- 
tion. "Nationwide,  there's  criminal  law 
enforcement  interest  in  these  cases. 
We're  starting  to  work  more  closely 
with  federal  prosecutors,"  says  WilHam 
R.  McLucas,  the 
SEC's  enforcement 
chief.  Of  course,  reg- 
ulators catch  only  a 
small  portion  of  in- 
sider traders.  And 
while  there  are  no 
hard  statistics  on  the 
trend,  McLucas  says 
criminal  cases  na- 
tionwide are  clearly 
on  the  rise. 

Hardly    a  week 


passes  without  word  of  more  inside, 
trading  probes.  On  May  7,  the  Pacii 
Stock  Exchange  asked  the  sec  to  ii 
vestigate  trading  patterns  suggestir 
that  a  dozen  investors  with  ties  to  to; 
maker  Hasbro  Inc.  may  have  benefit t 
fi-om  insider  infoJTnation.  The  probe  bi 
gan  after  a  surge  in  risky  call  optioi 
before  Mattel  Inc.  announced  its  faik 
bid  for  Hasbro  in  January.  Two  da\ 
later,  the  sec  fined  a  half-dozen  peop 
accused  of  illegally  trading  on  leal- 
about  Microsoft  Corp.'s  failed  plans  l 
buy  Intuit  Inc.  in  late  1994.  An  Intu 
spokesman  says  the  sec  found  i 
wi'ongdoing  by  the  company  or  its  ofl 
cers.  Hasbro  says  no  company  execi 
fives  have  been  implicated  there,  eith< 
STEADY  STREAM.  Government  numbei 
can  only  hint  at  the  pervasiveness  i 
insider  trading.  The  SEC  brought  45  ca 
es  in  1994  and  the  same  number  i 
1995,  slightly  exceeding  the  previoi 
peak  of  43  in  1989.  More  than  9,0( 
buyout  deals  were  done  last  year,  u 
20%  fi'om  1994.  And  with  mergers  nn 
ning  at  about  1995's  pace,  regulato) 
ai"e  girding  for  a  steady  stream  of  case 
since  high  merger  activity  general] 
spawns  bouts  of  insider  trading. 

Improved  detection  means  more  pei 
pie  are  likely  to  get  caught.  The  sel 
regiilatoiy  organizations,  including  tl 
National  Association  of  Securities  Dea 
ers.  New  York  Stock  Exchange,  an 
American  Stock  Exchange,  have  spei 
millions  on  sophisticated  surveillam 
systems  that  automatically  spit  out  ui 
usual  trading  patterns.  The  nasd's  ne' 
system  can  isolate  suspicious  trading  i 
days  rather  than  months.  Last  year,  tl 


CHARGED 
WITH  INSIDER 
TRADING 

Recent^ 

Criminal  Charges 
for  Insider 
Trading 


MAY  7,  1996 

The  U.S.  prosecutor  in  Boston 
indicted  Michael  Sargent,  a  den 
for  alleged  false  statements  to  t 
SEC  and  for  insider  trading  in 
Purolator  stock,  which  allegedly 
yielded  him  a  profit  of  $140,00 
The  case  is  pending. 
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'he  NASD's  new  surveillance  system  can  isolate 
;uspicious  trading  in  days  rather  than  months, 
jast  year  saw  a  24%  jump  in  referrals  to  the  SEC 


ASD  referred  113  cases  to  the  sec  for 
ossible  insider-trading  scrutiny,  a  24% 
icrease  over  1994. 

Still,  a  lot  of  investors  do  get  away 
dth  it.  The  peipetrator  is  most  likely  to 
e  an  executive  or  family  member  who 
ips  off  ft-iends.  Not  atypical:  Thomas 
.  Farrell,  an  ex-Gannett  Co.  executive 
rho  pleaded  guilty  in  Manhattan's  U.  S. 
listrict  Court  in  March  to  apprising 
"lends  about  a  merger  of  two  thi-ifts. 
"he  SEC  settled  chai-ges  with  five  others 
ivolved  in  a  civil  case.  "The  law  applies 


to  anyone — whoever  it  is — who  hears 
inside,  nonpubhc  infoiTnation,  even  fr'om 
a  'friend  of  a  friend,' "  says  Massachu- 
setts U.  S.  Attomey  Donald  K.  Stem. 

Which  is  not  to  say  the  financial  com- 
munity has  been  abstaining.  On  Apr  25, 
for  instance,  Edward  W.  Eizman,  a  Las 
Vegas  insiu'ance  man,  pleaded  guilty  in 
U.  S.  District  Couit  in  Manhattan  to  us- 
ing tips  fi"om  a  Wall  Street  lawyer  to 
make  insider  trades  in  1994  and  1995. 
The  trading  netted  him  $132,000. 

One  reason  investors  are  willing  to 


chance  it:  The  SEC's  civil  penalties — re- 
turning ill-gotten  gains,  a  fine,  and  a 
promise  not  to  do  it  again — aren't  all 
that  strong  a  deterrent.  That's  why 
McLucas  and  the  self-i'egulatory  orga- 
nizations are  helping  prosecutors  bring 
more  criminal  cases.  To  win  convictions 
of  insider  trading,  prosecutors  must 
prove  an  intent  to  deft*aud — a  tougher 
standard  than  the  mere  proof  of  insider 
trading  requii'ed  in  civil  cases.  But  that's 
not  stopping  the  feds.  In  San  Francisco, 
the  SEC  meets  quarterly  with  prosecu- 
tors to  develop  cases.  "We  have  several 
major  cases  going  on  right  now,"  says 
Michael  J.  Yamaguchi,  U.  S.  Attorney 
for  the  Northern  District  of  Califoraia. 
NUMBER  CRUNCH.  One  ongoing  probe  in- 
volves CaMfomia  Micro  Devices.  On  Dec. 
19,  Ronald  A.  Romito,  its  fonner  chief  ac- 
counting officer,  agi'eed  to  plead  guilty  to 
one  criminal  covmt  of  insider  trading.  He 
sold  7,.500  California  Micro  shai-es  in  May, 
1994,  while  awai'e  that  the  company  had 
overstated  its  quarterly  product  ship- 
ments and  filed  false  accoimting  reports. 
As  part  of  his  plea  deal  with  prosecutors 
and  the  sec,  Romito  is  retuining  $86,000 
in  illegal  stock-sale  proceeds  and  paying 
fines  and  interest  of  $14,153.  He  also 
agi'eed  to  cooperate  with  the  investiga- 
tion of  possible  financial  shenanigans  at 
the  semiconductor  maker 

Punishment  can  be  more  severe.  On 
May  3,  an  insider-trading  scam  involving 
AT&T  stock  proved  costly  to  Joseph  Cusi- 
mano,  a  46-year-old  fornier  toy-company 
exec,  and  Robert  Allen,  a  59-year-old 
retired  telephone-company  engineer  (no 
relation  to  at&t's  chairman).  Judge  John 
S.  Martin  Jr  of  the  U.  S.  District  Court 
for  the  Southern  District  of  New  York 
sentenced  Cusimano  to  21  months  in 
prison  and  a  $1  million  fine.  Allen  got 
four  months  in  jail  and  a  $50,000  fine. 

The  feds  are  hoping  that  beefed-up 
regulatoiy  swveillance  and  stiffer  sanc- 
tions will  finally  stem  the  tide.  "The  in- 
vesting public . . .  has  the  right  to  ex- 
pect that  those  with  insider  infoiTnation 
won't  have  an  unlawful  advantage,"  says 
U.  S.  Attorney  Stem.  Jail  tenns  instead 
of  wi"ist  slaps  may  send  the  message 
that  insider  trading  is  a  serious  crime. 

By  Michael  Scliroeder  and  Amy 
BarTctt  in  Washington 
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d  Eizman,  a  Las  Vegas  insurance 
Dieaded  guilty  in  U.S.  District 
in  IVIanhattan  to  using  tips  from 
Street  lawyer  to  make  insider 
in  1994  and  1995.  The  trading, 
netted  $132,000,  involved 
;ompanies  as  CBS,  ITT,  and 
3n  &  Johnson.  Sentencing  is 
uled  for  July. 


Thomas  Farrell,  a  former  Gannett  exec 
and  thrift  director,  pleaded  guilty  in 
U.S.  District  Court  in  Manhattan  to 
masterminding  a  $320,000 
insider-trading  scheme  in  which  he 
passed  information  to  three  friends 
regarding  a  proposed  1993  merger 
of  two  upstate  New  York  thrifts. 
Sentencing  is  scheduled  for  June. 


DEC.  19,  1995 

Ronald  Romito,  ex-chief  accounting 
officer  of  California  Micro  Devices, 
pleaded  guilty  in  U.S.  District  Court  in 
San  Jose,  Calif.,  to  one  criminal  count 
of  insider  trading  in  the  company's 
stock.  Romito  agreed  to  cooperate 
with  the  investigation  of  financial 
dealings  at  the  chipmaker. 
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THE  ECONOMY 


NICE  PROBLEM. 
IF  YOU  CAN  GET  IT 

A  resurgent  Michigan  has  jobs,  but  not  the  workers 

Dan  Muzich  was  living  in  paradise 
Earning  $50,000  a  year  as  a 
civilian  engineer  for  the  U.  S. 
Navy,  he  lived  a  half  block  from 
the  beach  in  Los  Angeles.  But  he 
gave  it  all  up  18  months  ago  to 
move  to  Detroit  and  take  a  con- 
tract job  at  Chrysler  Coi-p.,  Why? 
"I  was  veiy  boxed  in  out  in  Cali- 
fornia because  of  the  abrupt,  90-de- 
gree  turn  the  defense  business 
made,"  says  Muzich,  28.  "But  there's 
lots  of  growth  potential  here." 

Michigan,  once  the  embodiment  of 
America's  industrial  decline,  is  rub- 
bing the  rust  off  its  image.  Thanks  to 
an  unusually  long  resurgence  in  the 
auto  industiy  and  aggressive  cuts  in 
state  taxes,  Michigan  now  is  enjoying 
record  low  unemployment  of  4.6% — 
vs.  5.4%  for  the  national  average 
(chart).  The  state's  per-capita  income  is 
up  26%  since  1991,  the  most  for  any 
state.  And  the  long  mass  exodus  to 
other  states  finally  reversed  itself  last 
year,  as  2,800  more  people  moved  into 
Michigan  than  left.  Now  Michigan  has  a 
new,  albeit  pleasant,  problem:  It  can't 
find  enough  workers. 
"STARVING."  Just  ask  Ralph  Miller,  who 
is  having  ti'ouble  filling  750  openings  at 
APX  International,  a  suburban  Detroit 
automotive  engineering  and  design  fii-m. 
"We  are  starving  for  people  for  very 
good  paying  jobs,"  says  Miller,  presi- 
dent of  APX,  which  pays  engineers  and 
computer  draftsmen  $50,000  to  $100,000 
a  year.  Miller — along  with  his  rivals — is 
scouring  the  West  Coast  and  Texas  for 
workers  laid  off  by  defense  contractors. 

Fearing  his  state  could  lose  a  chance 
to  secui'e  its  comeback.  Governor  John 
Engler  in  May  mailed  appeals  to  more 
than  6,700  engineering  graduates  from 
Michigan  univei"sities  who  live  elsewhere. 
"It's  time  to  let  everyone  who  left  Michi- 
gan know  that  it's  time  to  come  back 
home,"  Engler  said  in  announcing  the 
campaign.  The  Republican  governor  also 
wrote  to  chief  executives  at  at&t,  Mc- 
Donnell Douglas,  and  Boeing,  encourag- 
ing them  to  put  theu"  laid-off  workers  in 
touch  with  Michigan's  state  employment 
agency.  Michigan  has  even  set  up  a 
"port-of-enti-y"  site  on  the  Internet 
flittp://mvw.mesc.state.mi.us/techj  obs.htm ). 


And  it's  not  just  white- 
collar  jobs  that  go  begging  in  Michigan. 
A  University  of  Michigan  study  this 
year  found  that  the  Big  Three  auto 
makers  will  be  hit  with  record  retire- 
ments of  mostly  blue-collar  employees 
during  the  coming  seven  years,  forcing 
the  auto  makers  to  hire  225,000  work- 
ers. At  least  100,000  of  those  jobs  will 
be  Michigan-based,  says 
David  E.  Cole,  director 
of  the  university's  Of- 
fice for  the  Study  of 
Automotive  Ti'anspoita- 
tion  and  the  author  of 
the  study.  Hourly  jobs 
in  Big  Three  factories 
pay  about  $40,000  a 
year;  overtime  can  push 
it  above  $70,000. 

That  sounds  great  to 
many  job-seekers  in 
other  states.  After 
news  of  Cole's  study 
got  out  this  winter, 


JOBS.  JOBS,  JOBS 


MICHIGAN'S  UNEMPLOYMENT  RATE 
VS.  THE  NATIONAL  AVERAGE 
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DATA  MICHIGAN  EMPLOYMENT  SECURITY  COMMISSION 


Michigan's  state  employment  agency  r 
ceived  150,000  appKcations  in  one  mont 
The  problem  is  finding  the  skilled,  cor 
puter-hterate  workers  the  auto  industij' 
now  needs.  "We  have  to  upgrade  tl 
math,  reading,  and  deductive  capabiliti(' 
of  the  people  coming  into  our  plants' 
says  Ford  Motor  Co.  Chairman  Alexa; 
der  J.  Tr'otman.  Meanwhile,  demand 
rising  again:  Auto  makers  increase 
their  U.  S.  vehicle  sales  forecast  t; 
15.3  million  for  1996,  up  from  14 
million  last  year 

RENEGADE  RACE.  All  the  good  nevi 
makes  a  distant  memory  out  of  t\\ 
popular  bumper  sticker  of  the  198(j 
that  read:  "The  last  one  out  d 
Michigan,  please  turn  out  tlj 
lights."  How  did  it  happen?  A  lot  ([ 
downsizing  improved  the  businesj 
climate.   Faced  with  a  budgd 
deficit  of  $1.8  billion  in  1991,  Ei| 
gier  cut  services,  eliminated  statj 
welfai'e  for  able-bodied  people,  arf 
slashed  4,300  workers  from  tH 
state  payi'oll.  He  also  cut  tax4 
21  times,  reducing  the  state's  t; 
burden  by  $3.5  billion  over  tl 
past  five  years. 

Engler,  who  is  on  Bob  Dole 

COME  HOME,  PLEASE 

Governor  Engler  has 
appealed  to  more  than 
6,700  engineering  grads 
from  Michigan  universities 
who  have  left  the  state 


short  list  of  vice-presidential  candidate: 
doesn't  want  his  work  to  go  unnoticec 
In  ads  nmning  in  Indiana  newspapei 
this  month,  he  encourages  businesst 
there  to  "join  the  race  to  Michigan. 
The  ads  play  off  the  controversy  ovt 
the  U.  S.  500,  a  renegade  auto  race  t 
be  held  in  Brooklyn,  Mich.,  on  Memor^ 
al  Day — the  same  day  as  the  Ind 
anapolis  500  (page  70).  "I'd  much  rathe 
be  the  pursuer  than  th 
piu'sued,"  quips  Engle 
"This  feels  good." 

Can  Michigan's  ecor 
omy  keep  its  glow  whe 
the  auto  industry  take 
its  inevitable  turn  fo 
the  worse  next  year  c 
in  1998?  By  then,  say 
Muzich,  "I'm  hoping  I' 
be  entrenched."  Th 
way  things  are  goinj 
many  newcomers  wi 
have  the  same  hope. 
By  Keith  Naughto 
in  Detro', 
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.  Some  of  the  best-known 
1      names  in  mutual  funds 
\'  look  up  to  us. 


♦ 


The  Principal®  family  of  retirement  accounts 
tias  a  truly  brilliant  track  record. 

An  independent  rating  company,  Lipper 
Analytical  Services,  recently  analyzed  mutual 
fund  families  and  ranked  their  performance. 

Applying  Lipper's  criteria,  our  accounts  out- 
performed funds  like  Vanguard,  Fidelity,  T.  Rowe 
Price,  Franklin/Templeton,  Merrill  Lynch . . . 
and  on  down  the  line! 

One  reason  we  out-perform 
them  is  that  generally  our  expenses 
are  only  a  fraction  of  theirs. 

At  The  Principal,  our  focus  is 
solely  on  long-term  returns  for 


the 


retirement  and  401  (k)  plans.  As  a  result,  we  manage 
neariy  $40  billion  in  retirement  assets  for  33,000 
companies  and  millions  of  employees. 

In  fact,  we  provide  administrative  services  for 
more  401(k)  plans  than  any  bank,  mutual  fund  or 
insurance  company.** 

For  over  100  years.  The  Principal  has  been 
helping  people  get  the  most  out  of  their  money. 

That's  The  Principal  Edge? 
To  learn  more  about  us,  visit 
us  at  http://www.principal.com 
on  the  Internet.  And  if  you'd  like  to 
compare  the  results  of  the  study  for 
yourself,  please  call  1-800-255-6613. 


Financial 
Group 


401(k)  •  HMO/PPO  •  Mutual  Funds  •  Securities  •Annuities  •  Home  Mortgages 
Life,  Health,  Dental  and  Disability  Insurance 

©  1996  Principal  Mutual  Life  Insurance  Company,  Des  Moines,  lA  50392 . 
'Ranking  for  mutual  fund  families  stated  is  based  on  five-year  performance  and  measurement  information  provided  by  Upper  Analytical  Services.  We  applied  lil<,e  critena  to  our  accounts  for  companson . 
The  Principal  separate  accounts  referenced  are  used  with  our  group  annuity  contracts  and  sold  to  qualified  retirement  plans, "  'CFO  magazine,  ApnI/May  1 995,  Senior  Financial  Executive  Ranking. 
Products  and  services  offered  through  Principal  Mutual  Life  Insurance  Company  (The  Principal)  and  its  subsidianes.  Mutual  funds  distributed  through  Pnncor  Financial  Services  Corporation 
(member  SIPC).  Securities  through  Principal  Financial  Securities,  Inc.  Securities  and  health  care  products  not  available  in  all  states. 
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COMPUTERS 


WILL  ORACLE'S  FANTASY' 
GOME  TO  PASS? 

Watch  out,  PCs-the  Network  Computer  is  coming 


The  war  of  words  and  egos  began 
when  Oracle  Corp.  Chairman 
Lawrence  J.  Ellison  announced 
plans  last  September  to  create  a  $500 
"Network  Computer."  A  cheap  device 
that  iims  simpler,  easier-to-use  progi'ams 
transmitted  via  the  Intemet?  Can't  be 
done,  snapped  critics.  Even  after  Ellison 
demonstrated  a  prototype  in  Februaiy, 
they  scoffed  at  the  price.  Sniffed  Mi- 
crosoft Corp.  Chairman  William  H. 
Gates  III:  "It's  a  fantasy." 

Not  for  long,  perhaps.  On  May  20, 
Oracle,  Sun  Microsystems,  Netscape 
Communications,  and  ibm  will  announce 
a  set  of  software  standards  to  elevate 
Ellison's  plan  beyond  the  fantasy  stage. 
The  goal:  to  enable  any  xc  to  access 
any  material  on  the  Net — which  could 
persuade  software  developers  to  wiite 
progi'ams  for  NCs  just  as  they  did  for 
personal  computers.  Sun,  ibm,  and  a 
half-dozen  other  manufactiu'ers — includ- 
ing TV  maker  Mitsubishi  and  computer 
maker  Olivetti  Grouj) — pledge  to  build 
devices  bearing  the  .\c  imprimatur 
starting  this  fall  (table). 
BARE  BONES.  The  big 
names,  and  their  bucks, 
will  help  NCS  challenge 
PCS  as  the  universal  dig- 
ital appliance.  They 
won't  all  be  $500 — some 


diets,  NCI  will  post  annual 
revenues  of  several  hun- 
dred million  dollars. 

That's  a  fairly  grandiose 
vision.  The  NC  standard 
won't  be  done  until  August, 
and  some  partners  are  still 
fuzzy  on  specifics.  Conspic- 
uously absent  from  the  ini- 
tial Ust  of  backers,  more- 
over, are  Microsoft,  Intel, 
most  big  American  PC  mak- 
ers, and  major  U.  S.  phone 
companies  that  would  pro- 
vide links  to  the  Net.  "How 
much  of  it  tuiTis  out  to  be 
hype  vs.  major  industry 
transformation  remains  to 
be  seen,"  says  Michael  D. 
Culver,  senior  director  of 

product  management  at  PC  "There  will  be  more  NCs  sold  by  the  tur 
"tu5,":rs  atTn  of  the  century  than  PCs,"  says  Ellison 

opportune  time.  U.  S.  household  pene- 
tration of  PCS,  at  about  33%,  isn't  likely 


ORACLE'S  ORACLE 


BUILDING  NET  BOXES 

Some  of  the  companies 

planning  to  build 
NCs  that  comply  with 
Oracle's  standard 


to  budge  soon,  says  market  researcher 
Dataquest  Inc.  And  con- 
sumers are  demanding 
cheaper,  easier-to-use  de- 
vices than  today's  pes, 
says  Richai'd  Finkelstein, 
president  of  consultant 
PerfoiTnance  Computing 


win  cost  more  than  twice    Inc.  The  NC  will  strip  the 


that  much — and  they 
won't  make  a  dent  in  PC 
sales  any  time  soon. 
Moreover,  other  sorts  of 
so-called  Internet  appli- 
ances abound.  But  for 


AKAi  ELECTRIC  TVs  and 

set-top  boxes  with  Inter- 
net access 


PC  to  bare  bones,  often 
using  a  tv  for  a  display 
and  nixing  disk  drives. 
Massive  pi'ogi'ams  won't 
be  installed  as  on  pes.  In- 
stead, large  computer 


IBM  A  compact,  Intel- 
based  PC  for  corporate 

the  ftrst  time  since  Ap-    ^^^^^.T?!!^   "servers"  will  zap  pro- 

pie's  Macintosh  appeai-ed,     iqeA  Desktop  computers     grams  written  in  Java, 

designed  especially  for 
corporate  networks 


there's  a  clear,  widely 
supported  alternative  to 
the  "Wintel"  standard — 
PCS  based  on  Windows 
software  and  Intel  Corp. 
chips.  Boasts  Ellison: 
"There  will  be  more  Ncs 
sold  bv  the  tum  of  the 


MITSUBISHI  Large 
screen  TVs  for  Internet 
communications 

OLIVETTI  Internet- 


centurV  than  PCs."  He  b^^°^sing_com_p_uters^ 


plans  shortly  to  spin  off 
Oracle's  NC  software-de- 
velopment unit,  dubbing 
it  Network  Computer 
Inc.;  by  2000,  he  pre- 


UNIDEN  Cordless  phones 
mcorporating  Internet- 
computing  capabilities 

DATA:  COMPANY  REPORTS,  BUSINESS  WEEK 


Sun's  network  software, 
over  the  Net  to  run  on 
the  NC. 

Java  programs  inm  on 
any  chip  or  operating 
softwai'e,  so  NCs  can  take 
almost  any  form.  For 
corporate  markets.  Sun 
will  build  traditional 
desktop  PC-style  boxes 
using  a  lightweight  Java 
operating  softwai'e  code- 
named  Kona.  Phonemak- 
er  Uniden  Corp.  plans 


cordless  computer-phones  with  Interna 
access.  Mitsubishi  and  Akai  Electric  C| 
plan  TVS  with  built-in  Web  browsers. 

Businesses  Ukely  wiU  be  the  first  bu.-* 
ers  because  they  have  the  necessai 
high-speed  networks  already  in  plaCi 
Bank  teller  machines  and  airport  rese; 
vations  systems,  for  instance,  don't  nee 
all  the  PC's  smarts — and  NCs,  which  c;) 
process  data  locally,  can  perform  tran; 
actions  faster  than  dumb  tenninals.  "\\ 
want  to  use  'em  aU  over,"  in  distributii 
and  accounting  centers,  says  Michael  I 
Prince,  chief  information  officer  fi 
Burlington  Coat  Factory  Warehou^ 
Corp.  in  Burlington,  N.J. 

Consumers  may  take  longer  to  cot 
vince.  Even  at  $500,  ncs  aren't  impuls 
items.  More  than  that,  browsing  tl 
Web  via  even  the  fastest  modem  ca 
be  like  watching  paint  dry — and 
screen  resolution  is  far  worse  than 
monitors.  Meanwhile,  video-game  mal 
ers  are  jumping  in  with  machines  fe; 
tming  Intemet  access,  and  the  PC  can 
is  fighting  back,  too.  Microsoft  is  e: 
ploiing  ways  to  make  pes  cheaper — ii 
eluding  pai-ed-dowTi  Windows  softw^are- 
and  easier  to  use.  Gates  insists:  "TI 
PC  is  moving  very  fast."  Ellison's  N 
will  have  to  move  even  faster. 

By  Robert  D.  Hof,  with  Kath 
Rebello,  in  Redwood  Shores,  Calif. 
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It  tal^es  teamwork  to  prevent 
dgarette  sales  to  minors. 

Preventing  dgarette  sales  to  minors  is  not  a  job  anyone  can  do 
alone.  We  all  have  a  role  to  play  in  this  effort — parents,  teachers,  store 
owners,  state  and  local  officials  and,  of  course,  tobacco  companies. 

At  Philip  Morris  USA,  we're  teaming  up  with  retailers,  wholesalers 
and  other  major  tobacco  manufacturers  in  support  of  an  ambitious 
program  called  "We  Card."  It  is  providing  stores  across  the  country  with 
signs  and  educational  materials  to  promote  awareness  of  minimum-age 
laws  and  the  importance  of  checking  ID. 

We're  also  supporting  the  passage  of  state  legislation  to  better 
enforce  existing  minimum-age  laws. 
What  can  you  do  to  help? 

Become  familiar  with  your  state's  minimum-age  laws.  Don't  buy 
cigarettes  for  minors.  And  don't  send  minors  to  buy  cigarettes  for  you. 
Teamwork  can  make  the  difference. 


PHILIP  MORRIS  U.S.A. 

Action  Against  Access. 
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STRATEGIES 


CHOPPY  WINDS 
AT  SIKORSKY 

Publicity  from  a  crash  will  ease,  but  the  Pentagon  squeeze  won't 


For  35  years,  Thomas  Malick  Sr. 
watched  helicopters  take  off  and  land 
at  the  Sikorsky  Aircraft  Coip.  facto- 
ry across  the  street  from  his  sei'vice  sta- 
tion in  Stratford,  Conn.  "It  had  gotten 
to  the  point  where  I  didn't  hear  them 
anymore,"  says  Malick.  But  on  May  9, 
as  he  was  walking  out  to  the  pumps, 
Mahck  heard  "a  hell  of  an  explosion," 
then  watched  in  amazement  as 
the  U.S.'s  largest  helicopter,  a 
CH-53E  Super  Stallion,  disintegrated. 
"Parts  were  flying  eveiywhere,"  he  says. 

The  $26  million  Marine  Corps  trans- 
port helicopter  was  slated  for  dehveiy 
to  the  Wliite  House  to  caiTy  cargo.  Its 
crash,  and  the  deaths  of  its  four  occu- 
pants in  a  predelivei-y  test,  placed  imder 
sudden  public  scrutiny  Sikorsky,  United 
Technologies  Coip.'s  chopper  subsidiary 
that  has  quietly  boiTie  four  years  of  re- 
stmcturing  and  retrenchment. 
BLIP.  After  the  initial  publicity  fi-om  the 
accident  dies  down,  its  financial  impact  on 
Sikorsky  likely  will  be  minimal.  The 
crash,  which  the  company  says  it  is  in- 
vestigating, was  its  fii-st  in  20  yeai's,  and 
the  mature  Stallion  progi'am  now  ac- 
counts for  only  a  handful  of  orders  each 
year.  While  a  series  of  problems  in  the 
mid-1980s  led  the  armed  services  to 
ground  the  Stallion  tempoi-arily,  its  record 
since  has  been  without  serious  incident. 

But  at  a  time  when  deliveries  are  off 
30%  anyway,  "this  kind  of  crash  doesn't 
help,"  says  Wolfgang  Demisch,  an  aero- 
space analyst  at  bt  Securities  Corp. 
Production  of  Sikorsky's  core  Black 
Hawk  hehcopter  is  winding  down,  and 


several  new  and  costly  development 
progi"ams  have  yet  to  take  off.  The  com- 
pany will  dehver  just  36  Black  Hawks 
this  year,  down  from  60  in  1995.  Its 
new  high-tech  Comanche  scout  heh- 
copter, meanwhile,  is  caught  in  perenni- 
al Pentagon  budget-squeezing. 

The  result:  Profits  at  UTC's  Flight 
Systems  unit,  two-thii'ds  of  which  are 
produced  by  Sikorsky,  shd  to  $209  mil- 
lion last  year,  down  41%  from  1993.  And 
analysts  expect  Sikorsky  to  suffer  sales 
and  profit  declines  of  up  to  15%  this 
year  and  next.  "The  reduced  level  of 
Black  Hawk  production  will  see  them 
through  this  decade,"  says  William 
Dane,  an  analyst  at  consultant  Forecast 
International  in  Newtown,  Conn.  "But 
it's  going  to  be  a  smaller  company." 

Blame  the  downturn  on  military 
downsizing  that  has  cut  helicopter 
spending  by  55%  since  1992.  In  the  face 
of  defense  cuts,  Sikorsky  has  trimmed 
costs  ferociously.  Total  employment,  at 
8,400,  is  a  third  of  what  it  was  in  1991, 
and  Teamsters  Local 
1150  Secretary-Ti'easur- 
er  Jack  Powers  expects 
to  lose  an  additional  500 
factoi'y  jobs  by  1997. 
President  Eugene  Buck- 
ley has  juiced  manufac- 
turing, cutting  the  time 
it  takes  to  build  a  new 
chopper  by  more  than 
half,  to  15  months,  in 
the  past  four  years. 

But  the  key  to  Siko- 
rsky's future  will  be  two 
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STRATFORD  SCENE:  A  cargo  'copter  sc 
for  the  White  House  exploded  in  test> 

new  hehcopters.  With  Boeing  Co.,  it 
building  the  Comanche,  the  militar> 
new  scout-and-attack  chopper.  Made 
lightweight  composites  and  featurir 
advanced  electronics,  the  Comanche  pri 
totype  can  fly  backwards  at  80  miU 
per  hour,  with  stealth  characteristid 
that  help  it  elude  enemy  radar 
PROMISE.  Although  under  continue! 
budget  pressure,  Congi-ess  likely 
authorize  at  least  $339  million  for  tl 
Comanche  program  this  year.  Indee 
military  chopper  spending  is  expected 
rise  steadily  through  2001.  So,  even  ; 
its  fii'st  production  date  slips  into  ear 
next  century,  the  Comanche  holds  tl 
promise  of  becoming  a  multibillion-doU! 
annuity.  "The  support  we're  gettir 
from  the  Army  is  better  than  we'\ 
ever  gotten  before,"  says  Gary  Ras 
senior  vice-president  for  governmei 
business. 

On  the  civilian  side,  Sikorsky  la 
summer  announced  full-scale  develo 
ment  of  the  S-92,  a  helicopter  design( 
to  lift  as  many  as  20  people  to  offshoi 
oil  rigs  and  for  civilian  transport 
places  such  as  China  and  Russia, 
fact,  until  new  U.  S.  defense  orders  ki( 
in,  overseas  markets  are  proving  to  I 
Sikorsky's  life  raft.  In  1992,  Turke 
bought  $1  biUion  worth  of  Black  Hawk 
This  year,  the  chopper-  is  favored  to  w 
conti'acts  with  Canacj 
and  Malaysia.  SikorsI 
wants  foreign  orders 
grow  to  50%  of  re' 
enues,  from  30%  toda 
The  Stallion  crash? 
may  scare  off  a  few  pa  . 
sengers  for  a  while,  bi 
it  won't  alter  Sikorskj 
long-term  flight  plan. 

By      Tim  Sma 
in    Stratford,  Com, 
with   Stan  Crock 
Washington 


■96  '97 
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;ems  everything's  getting  bigger  these  days.  You  know,  bigger  software  programs,  bigger  files, 
I  that  multimedia  stuff.  Where  are  you  going  to  put  it  all?  On  your  Iomega  Zip"  drive.  The 
jppy  drive  for  the  multimedia  age.  The  Zip  drive  hooks  right  to  your  computer — Mac  or  PC. 
id  each  Zip  disk  holds  100  megabytes  of  stuff.  Plus,  it's  all  easy  to  use  and  install  thanks  to  Zip 
lols"  file  management  software,  free  with  your  Zip  drive  purchase.  Buy  a  Zip  today  and  give 
urself  room  to  grow.  Or,  if  you  prefer,  room  to  really  grow. 

BECAUSE     it's    YOUR  STUFF. 


96  Iomega  Corporation  Iomega,  the  Iomega  logo  and  Zip  are  trademarks  of  the  Iomega  Corporation  Pnces  iisied  are  estimated  street  prices.  Actual  prices  may  vary 
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TELECOMMUNICATIONS 

FOR  A  GOOD  NUMBER, 
DIAL1-888-G0UGE-ME 

Freelance  brokers  hoard  the  best  of  a  new  toll-free  exchange 


The  ransom  note  airived  at  Ameri- 
can Airlines  Inc.  in  late  Januai-y.  "I 
am  aware  this  may  have  value  to 
you,"  the  wi-iter  said.  "Make  me  an  of- 
fer." The  hostage?  1-800-2-AIR-AIR,  a 
catchy  toll-ft-ee  vanity  number. 

American  made  no  offer.  Instead,  the 
letter  now  sits  in  a  fat  file  at  the  Fed- 
eral Communications  Commission  as  the 
agency  mulls  new  males  to  crack  down 
on  an  explosion  of  entrepreneurs  who 
are  hoarding  and  leasing  toll-fi-ee  num- 
bers. The  self-appointed  middlemen  "are 
holding  numbers  hostage,  and  they're 
out  of  our  reach,"  says  an  FCC  official. 
"WILD  WEST."  This  is  what  happens 
when  clever  entrepreneurs  meet  loop- 
hole-pocked regulation.  Normally,  cus- 
tomers can  request  specific  toll-free 
nimibei-s  fi'om  then-  phone  company, 
which  seek  them  out  from  a  re- 
serve overseen  by  Bellcore. 
The  number  itself  is  free. 
In  March,  however,  the 
supply  of  precious  800 
numbers  ran  out.  The 
FCC  then  made  avail- 
able toll-fi'ee  numbers 
with  an  888  exchange 
— but  when  companies 
appHed  for  them,  thou- 
sands foimd  the  best  al- 
ready had  been  taken. 

Third-party  brokers 
got  there  first,  snag- 
ging 1-888-WE  ARE  GM, 
NIKON3.5,  8K0NICA, 
4MATTEL,  MAC-WEEK, 
and  many  more  of  the 
169,602  nimibers  resei-ved 
so  far.  Bi'okers  who  had 
been  holding  valuable 
800  numbers  suddenly 
came  out  of  the  wood- 
work, too.  They  offered 
theu"  newfound  booty  to  in- 
terested companies — but  not 
for  free.  Typical  agi'eements 
call  foi'  thousands  of  dollars  up 
front,  plus  royalties. 


Big  money  is  on  the  line  here:  Some 
$135  billion  in  goods  and  sei^vices  were 
traded  on  toll-free  lines  last  year.  So 
when  888  lines  opened,  "It  was  sudden- 
ly like  the  Wild  West — brokers  went 
crazy,"  says  Colleen  L.  Boothby,  a  Wash- 
ington attorney  I'epresenting  companies, 
including  Amei'ican  Express  and  1-800- 
FLOWERS,  that  are  appealing  to  the 
FCC  for  rights  to  the  888  equivalents  of 
their  existing  800  numbers. 

The  FCC  has  iced  375,000  new  num- 
bers, pending  a  decision.  Among  those  af- 
fected: Magellan  Health  Sei-vices,  a  chug 
rehab  progTam  that  paid  $70,000  for  1- 
800-CHARTER  and  now  uses  it  in  pait  as 
a  suicide  hotline. 
"People's  hves 
will  be  in  dan- 
ger if  we  do 
not  have  888- 
CHARTER," 


says  spokesman  Robert  Mead.  Bag  Lac 
a  South  Carolina  manufactui'er  that  se 
$1  million  of  bags  annually  to  dry  clea 
ers  over  800-BAGLADY,  wanted  the  8; 
version  for  faxes.  But  "some  guy  calli 
and  said  he  had  it  and  that  he'd  sell  it 
us  for  thousands  of  dollars,"  says  ovra 
Nancy  Jeffers. 

The  guy  was  a  sales  rep  for  a  Ca 
fornia  company  called  4VANITY.  Coi 
pany  partner  Mike  Switzer  and  frieni 
had  spent  a  single  Friday  night  devis: 
thousands  of  potentially  desirable  81 
numbers,  with  the  aid  of  a  six-pack 
beer  and  a  $10  computer  progi'am  th| 
translates  words  into  telephone  nu 
bers.  "The  second  I  could,  I  put  in  ov 
3,000  requests  through  Sprint,"  sa; 
Switzer  He  was  gi-anted  600. 

The  FCC  and  phone  companies  s; 
Switzer  and  countless  other  brokers  a 
exploiting  a  loophole  in  a  law  that  ba 
stockpiling  and  sales  of  toll-free  nui 
bers.  Switzer  isn't  technically  stockpUin, 
since  callers  to  any  of  4VANITY's  nui 
bers  get  a  recorded  sales  pitch.  Ai 
leasing  the  numbers  is  perfectly  leg; 
So  far,  Switzer  says,  he's  cut  sevei' 
dozen  deals.  "We've  had  some  compani|i 
tell  us  this  is  foul  play,  blackmail,  e'^ 
tortion,"  he  says.  "But  my  attitude 
You  want  the  number?  Come  get  it." 
Phone  companies  say  they  cai 
stop  the  practice  because,  undei'  a  19' 
law,  customer's  can  take  toU-fi'ee  nui 
bers  with  them  if  they  switch  eaniei 
"If  we  demand  the  numbers  back,  tl 
broker  will  just  take  it  to  another  ca 
rier,"  says  Leon  M.  Kestenbaum,  vie 
president  of  federal  regulatory  ; 
fah's  at  Sprint. 

The  FCC,  though,  is  anglii 
to  change  the  inles.  The  agen( 
is  considering  a  new  regul 
tion  that  would  bar  anyoi 
from  possessing  numbers  the 
don't  use.  It  would  fine  guil 
brokers  and  offer  bounties — ai 
he  888  number  in  question- 
companies  that  report  illeg 
practices.  "Deregulatic 
was  about  competitio 
but  it  was  also  about  lo^ 
ering  prices,"  the  FCC  of 
eial  said.  It  was  also  aboi 
entrepreneurship — thouj 
this  isn't  exactly  what  tl 
regulators  had  in  mind. 

By  I.  Jeanne  Dugc 
in  New  Yo'i 


"We've  had  companies  tell  us  this  is  foul  play. . . . 
My  attitude  is:  You  want  the  number?  Come  get  it" 
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OUR  NEXT  SALES  OFFICE  SHOULD 
BE  AS  REWARDING  AS  YOUR  FIRST. 


four  lemonade  stand  was  your  very  first  taste 
ntrepreneurial  success.  You've  been  thirsting 


nore  ever  since. 


\t  Cushman  &  Wakefield,  we  understand  that 
ight  space  can  inspire  the  human  spirit.  That's 
it's  our  mission  to  create  real  estate  solutions 
satisfy  your  individual  needs  and  increase 
■  productivity. 

Tom  our  experience,  knowledge  and  research 
bilities  to  our  creative  problem-solving,  our 


people  are  unmatched  in  the  real  estate  industry. 

In  fact,  nobody  represents  more  emerging 
market  leaders  and  businesses  of  all  sizes  — 
here  and  around  the  world. 

After  all,  your  business  has  expanded  a  bit.  To  learr 
more  about  our  real  estate  services,  call  1-800-346-678' 


CI 

IKE 

Improving  your  place 
in  the  world. 


Cushman  &  Wakeufi  d  Worldwide 
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LETTER  FROM  PEORIA 


BUSINESS  (AND  G-STRINGS) 
AS  USUAL 

Outside  the  workplace,  almost  anything  still  goes 


It's  Corporate  Americas  most  politi- 
cally correct  campaign:  stomping  out 
sexual  harassment  in  the  workplace. 
Recent  scandals  at  Mitsubishi  Motor 
Manufacturing  and  drugmaker  Astra 
USA  amply  demonstrate  the  perils  of  not 
doing  so.  But  away  from  mahogany- 
lined  boardrooms  and  suburban  office 
parks,  out  on  the  road  in  the  grittier 
precincts  of  American  business,  not 
mtich  fias  cluinged.  A  visit  to  Big  AVs  in 
Peoria,  1^0  miles  from,  Mitsubishi's  car 
plant  in  Normal,  III.,  shmvs  how  deals 
get  done. 

The  house  music  is  pulsating  at  a 
deafening  volume  as  a  voluptuous  red- 
head in  a  skintight  leopard-print  dress 
dances  for  five  businessmen  in  suits  and 
ties.  The  young  woman  teases  the  men 
by  slowly  lifting  the  hem  of  her  dress, 
then  lowering  it  again.  She  smiles  and 
secures  a  few  dollar  bills  for  her  effort. 
Eventually,  the  woman  peels  the  dress 
off,  dancing  nude. 

NOTORIETY.  Midnight  in  Times  Square? 
Hardly.  It's  Friday  afternoon  in  Peoria, 
the  heart  of  Middle  America.  It's  a  typ- 
ical  start  to  the  weekend  at  Big  Al's, 
an  upscale  strip  joint  smack  in  the  cen- 
ter of  downtown.  Lately,  the  club  has 
gained  a  certain  notoriety:  Big  Al's  is 
popular  with  workers  from  the  Mit- 
subishi Motor  Manufactui-ing  of  America 
Inc.  factory.  Photos  that  Mitsubishi 
workers  say  featured  club  dancers  were 
passed  around  the  plant,  and  then  were 
cited  as  evidence  in  a  class-action  sexual 
harassment  lawsuit  filed  in  U.  S.  Dis- 
trict Coiul  in  Peoria  on  behalf  of  women 
at  the  plant.  Duane  Cassano,  the  club's 
owner,  says  none  of  his  dancers  are  in 
the  Mitsubishi  photos  he  has  seen. 

Regardless,  in  Peoria,  Big  Al's  is  a 
well-accepted  fixtui'e,  and  has  been  since 
1985.  That's  when  Cassano,  a  former 
welder  vrith  Caterpillar  Inc.,  the  giant 
constiTJction  equipment  company  head- 
quartered in  Peoria,  bought  the  place 
from  his  brother  and  transformed  it 
from  a  simple  strip  joint  into  a  relative- 
ly upscale  club.  For  Cassano,  the  club 
was  a  way  out  of  the  Rust  Belt  decline 
of  the  early  1980s.  He  was  among  the 
17,500  workers  Cat  laid  off  in  the  1981- 
82  recession.  Today,  Big  Al's  annual  rev- 
enues are  estimated  at  up  to  $3  miUion. 


The  club  is  at  the  center  of  Peoria's 
business  fife.  It  is  located  on  Main  St., 
right  next  to  the  Hotel  Pere  Marquette, 
the  city's  best  hotel.  Cassano  is  a  re- 
spected local  entrepreneur,  so  much  so 
that  he  was  one  of  19  investors  in  a  lu- 
crative local  casino  that  may  soon  be 
sold  for  $175  million.  Big  Al's  success 
in  this  city  of  113,000  shows  how  re- 
spectable it  still  is  for  nude  women  to  be 
used  as  props  at  business  gatherings. 


president  of  the  Peoria  Area  Convei 
tion  and  Visitors  Bureau.  Women  ai 
not  uncommon  among  the  clientele. 

The  crowd  at  5  p.m.  on  Friday,  Me 
10,  is  mainly  businessmen,  suit-clad  ar 
anything  but  rowdy.  That's  no  accidei 
either.  When  Cassano  bought  the  club, 
was  dingy  and  downscale.  He  rehabbe 
it,  hired  dancers  with  more  cachet,  ar 
sought  out  a  business  crowd.  Now,  B: 
Al's  features  a  marquee  dancer  evei, 
week — today  it's  Krissten  Conrad,  ' 
Playboy  and  Penthouse  model.  It  als 
has  $6  T-bone  steak  dinners  and  its  ow 
Web  site.  Brags  Cassano:  "This  is  i\ 
best  conference  room  in  Peoria." 

A  lot  of  deals  get  done  in  the  clui 
the  dancers  say.  "Sometimes  [customer; 
tell  you  to  come  back  in  half  an  hour- 
after  they've  taken  care  of  business 
says  Brooke,  from  Chicago.  The  lure 


FACE  TIME  AT  BIG  AliSl 


The  strip  club  is  a  Middle 
America  success  story-and  proof  that  it's  still 
O.K.  to  conduct  business  with  women  as  props 


even  in  conservative  areas  of  the  na- 
tion. "This  is  a  gi"eat  place  to  build  busi- 
ness relationships,"  Cassano  says. 

It's  no  suiprise  that  Big  Al's  should 
lure  in  Mitsubishi  employees:  Regulars 
come  from  as  far  away  as  Tennessee. 
Cassano  says  employees  of  nearby  oper- 
ations of  companies  such  as  Dresser  In- 
dustries Inc.  and  State  Fann  Insurance 
often  stop  by;  Catei^^illar  dealers  make  a 
point  of  bringing  customers  when  they 
hit  town.  In  all,  the  club's  mailing  list 
boasts  6,000  people  in  50  countries.  "It's 
certainly  popular  for  some  people  who 
visit  Peoria,"  says  Gregory  M.  Edwards, 


partly  the  relative  respectability  coi 
ferred  by  its  strict  i*ules  about  engage 
ment  between  the  sexes.  Dancers  ofte 
strip  completely,  and  even  sit  (partiall 
clothed)  in  men's  laps.  But  there's  n 
sexual  touching  beyond  that,  say  loc; 
police  and  politicians  who  monitor  th 
club.  Prostitution,  they  say,  is  strictl 
forbidden.  "As  far  as  that  kind  of  a 
operation  goes,  it's  mn  in  a  very  class 
kind  of  way,"  says  Andi'e  Bohannoii,  th. 
city  councilman  for  the  district  in  whic 
the  club  is  located.  And  in  Peoria,  it 
where  a  lot  of  business  gets  done. 

By  Peter  Elstrom  in  Peon 
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MORE 


FaCt*1:  We  use 

more  airplanes 
than  FedEx®  and 
UPS®  combined  to 
make  sure  your 
priority  package 
or  envelope  gets 
to  its  destination. 


Fact  *2:  We  have 
165,000  more  trucks 
than  FedEx  and 
70,000  more  than 
UPS  to  make  sure 
your  priority 
package  or 
envelope  can  be 
delivered  to  any 
address  you  want  in  the 


U.S. 


Fact*4:  Unlike  FedEx 
and  UPS .  you  don ' t 
have  to  make  a 
special  call  for  ~ 
a  Priority  Mail 

pick-up.  Your 
everyday  postal 
letter  carrier 
can  see  that  it 
gets  the  attention 
it  deserves. 


Fact  *3:  if  you 

prefer ,  you  can 
drop  off  your 
Priority  Mail™ 
envelope  at  any 
one  of  330,000 

locations . 
That's  288.000 
more  than  FedEx 
and  250.000  more 
than  UPS. 


/WORE 


FaCt*5:  Priority 

Mail  delivers 
to  every  address 
and  P.O.  Box 
in  the  U.S. 
FedEx  doesn 't . 
UPS  doesn't. 


DELIVERY 


FaCt*6:  Priority 

Mail  gives  you 
Saturday  delivery 
at  no  extra  charge . 
FedEx  doesn't. 
UPS  doesn't. 


'rice  comparisons  are  based  on  Priority  Mail  up  to  2  lbs  versus  2-lb  published  rales  for 
IPS  2nd  Day  Air®  and  FedEx  2Day>"  Priority  Mail  is  delivfrpii  m  i  n,il!.in,il  average  ot 
-3  days,  measured  from  Post  Oftice  to  Post  Ollirp  1" 


What's 
Your  < 


PRIORITY 
MAIL 


UNI  TED  S  TATES  POSTAL  SER  VICE  r 


lO-THE-USPS  ext.  2003  http://www.usps.gov/ 
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I  caae:  up  cjith  a 

NECJ  NA^\E  FOR  OUR 
GROUP. 


FROn  NOCO  ON  COE'RE 
THE  "ENGINEERING 
SCIENCE  RESEARCH 
TECHNOLOGY  SYSTEMS 
INFORMATION  QUALITY 
AND  EXCELLENCE  CENTER.' 


I  ^ 


MANAGEMENT 


CORPORATE  AMERICA'S 
PET  GADFLY 

Comic-strip  cutup  Dilbert  is  a  hit  with  the  execs  he  lampoons 


There's  a  fox  in  the  corporate  hen- 
house, and  his  name  is  Dilbert.  The 
relentlessly  mediocre  comic-strip  en- 
gineer, cult  hero  to  millions  of  American 
workers,  has  insinuated  himself  into  the 
corner  office.  Bespectacled  and  cindely 
drawn,  railing  against  executives  as 
"galactic  idiots,"  Dilbert  has  nonethe- 
less achieved  star  status  at  manage- 
ment seminars.  Consultant  gunjs  speak 
of  his  wisdom,  and  CEOs  hang  him  on 
the  wall. 

This  week,  artist  Scott  Adams'  latest 
offering.  The  Dilbert  Principle,  lands  at 
the  top  spot  of  BUSINESS  week's  best- 
seller list,  a  roster  customarily  domi- 
nated by  such  titles  as  The  Death  of 
Competition  (page  22).  It's  part  comic 
collection,  part  management-book  paro- 
dy, and  all  antiboss.  The  definitive  Dil- 
bert principle:  "The  most  ineffective 
workers  are  systematically  moved  to 
the  place  where  they  can  do  the  least 
damage — management." 

Bizarrely,  the  message  is  resonating 
with  managers  in  high  places.  The  Dil- 
bert Principle,  says  Jeffrey  A.  Sonnen- 
feld,  director  of  Emoiy  University's  ceo 
College,  "is  being  talked  about  more 
than  any  single  management  book  right 
now."  Adams  recently  spoke  to  an  ex- 
ecutive gathering  at  a  company  he  won't 
identify  where  all  80  participants  al- 
ready had  the  book — a  gift  from  their 
CEO.  William  D.  George  Jr.,  ceo  of  S.  C. 
Johnson  &  Son  Inc.,  the  household-prod- 
ucts company,  keeps  in  his  office  a  Dil- 
bert strip  parodying  companies  that  of- 
fer empty  chches  about  employees  being 


Says  x\dams: 
"Even^bodv  thinks 

it's  making  fim 
of  somebody  else" 


their  most  valuable  assets.  "We're  all 
bombarded  by  the  latest  business  fads," 
George  says.  "Dilbert  seems  to  relate  to 
the  real  world." 

Executives  say  Dilbert  provides  an 
escape  valve — even  for  the  targets  of 
his  criticism.  And  like  all  good  humor, 
the  strij)  makes  serious  criticism  more 
palatable.  "There's  more  truth  in  one 
volume  of  Dilbert  than  there  is  in  10 
volumes  of  Hai-vai'd  business  school  case 
studies,"  says  Michael  Hammer,  author 
of  the  forthcoming  Beyond  Reengineer- 
ing:  How  O^ie  21st  Century  Corpora- 
tion Will  Change  Our  Work  &  Our 
Lives.  The  autogi-aj)hed  original  Dilbert 
strips  that  mock  reengineering  hang  in 
his  Boston  office.  In  one,  Dilbert 's  boss 
proclaims:  "Everybody's  doing  it.  We'd 
better  jump  under  the  bandwagon  be- 
fore the  train  leaves  the  station." 

With  about  250,000  copies  in  print. 
The  Dilbert  Principle  is  Adams'  fastest- 
selling  book.  It  mixes  cartoon  strips 
with  Adams'  wiy  observations  and  E- 
mail  he  has  received  fj'om  fans  detailing- 
ridiculous  company  policies.  "No  mat- 
ter how  absurd  I  try  to  make  the  com- 


YOU  SHOULD 
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ic  strip,"  Adams  writes  in  the  introdi 
tion,  "I  can't  stay  ahead  of  what  peo] 
are  experiencing  in  the  workplace." 

Coiporate  America's  co-opting  of  t  ■ 
line-drawn  technogeek  began  at  1  ■ 
birthplace.  Pacific  Telesis  Group  in  S 
Francisco,  where  Adams  worked  1 
nine  years,  drawing  the  strip  in  his  fi]? 
time,  until  quitting  last  year.  David 
Dornian,  the  president  of  subsidiaiy  1 
cific  Bell,  still  keeps  an  autogi-aphed  T 
bert  strip  in  his  office.  Meanwhi 
PacTel  pays  rights  fees  to  reprint  stri 
in  its  company  newsletter  and  uses  I  > 
bert  to  introduce  a  video  on — wli 
else? — reengineering. 
SELLING  ABUSE.  Dilbert  also  makes  rt - 
ular  appearances  in  an  AlliedSignal  Ii. 
internal  newsletter.  In  a  recent  stn 
the  boss  announced  a  new  name  f 
Dilbert's  division  (above).  "Dilbert 
making  fun  of  the  companies  wh^' 
nothing  really  changes  except  the  si 
gans,"  says  spokesman  Mark  E.  Gret 
berg.  Of  course,  Greenberg  adds,  sta 
nation  doesn't  happen  at  his  companj 

And  that  may  be  the  seci'et  of  tl 
strip's  success.  "Everybody  thinks  \\ 
making  fun  of  somebody  else,"  Adarl 
says.  Originally,  it  was.  Earlier  strij 
focused  on  Dilbert's  inability  to  get! 
date  and  often  depicted  his  sphericf 
pet,  Dogbert,  outwitting  him.  But  in 
cent  years  Adams  has  dedicated  hii| 
self  to  skewering  Dilbert's  boss  and 
lorying  mission  statements  and  quali| 
teams. 

Needless  to  say,  the  abuse  sells.  D| 
bert  appears  in  more  than  1,000  ne\ 
papers,  has  sold  more  than  1  millij 
books,  and  adorns  a  Web  site  that 
ceives  1.6  million  hits  a  day.  "Mockid 
management  is  my  strength,"  saj 
Adams.  And,  strange  as  it  may  see^ 
management  kinda  likes  it. 

By  David  Leoyihardt  in  New  Yo't\ 
with  Joseph  Weber  in  Philadelphi 
Richard  A.  Melcher  in  Racine,  Wi\ 
and  bureau  reports 
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HEADLINER:  ALBERT  COSTELtO 


WRESTLING  WITH  HERCULES 


CEO  Albert  Costello  got  an 
earful  at  W.  R.  Gi-ace's  an- 
nual meeting  on  May  10  in 
Boca  Raton,  Fla.  While 
hailing  improved 
sales  and  pretax 
earnings,  shai-e- 
holders  fumed 
over  his  refusal 
to  discuss  a 
merger  between 
Grace  and  Her- 
cules, a  Wilming- 
ton (Del.)  conglomer 
ate.  Hercules  Chainnan  and 
former  Grace  director 
Thomas  Gossage  offered 
such  a  deal  in  March.  "It 
doesn't  cost  to  listen," 
shai'eholder  Stewart  Sun- 
ness  told  Costello. 

Grace  announced  Gos- 
sage's  resignation  fi'om  the 
board  after  rejecting  his 
proposal.  Gossage  has  since 


U.  S.-GHINA  TRADE 
GETS  REALLY  UGLY 

READY,  AIM  .  .  .  THE  U.  S.  AND 
China  have  fired  their  first 
shots  in  what  could  be  a 
blistering  trade  war.  Fed  up 
with  Beijing's  failure  to  crack 
down  on  piracy  of  American 
trademarks  and  copyrights, 
Acting  U.  S.  Ti-ade  Repre- 
sentative Charlene  Barshef- 
sky  said  the  U.  S.  on  June  17 
will  slap  punitive  tariffs  on 
$2  billion  worth  of  Chinese 
textiles,  apparel,  consumer 
electi'onies,  and  other  goods. 
The  choice  of  goods  is  aimed 
at  inflicting  minimum  pain  on 
U.  S.  consumers — and  possi- 
bly winning  some  points  with 
U.  S.  textile  manufacturers 
this  election  year.  News  of 
the  sanctions,  due  to  take 
effect  on  June  17,  triggered 


CLOSING  BELL 


DEBT  SENTENCE 

End  of  struggle  at  Morrison 
Knudsen?  Early  May  negotia- 
tions with  construction  mag- 
nate Dennis  Washington, 
owner  of  Washington  Con- 
struction, to  possibly  pick  up 
MK  for  around  $260  million  in 
stock  and  warrants  have  sent 
the  stock  gyrating.  The 
shares  rose  to  over  2/  on 
takeover  hopes.  But  the  stock 
slipped  as  traders  realized 
that  the  main  beneficiaries  of 
the  deal  would  be  debt  hold- 
ers. The  news  put  new  life 
into  the  shares  temporarily. 

£     But  MK  closed  at  IX  on  May 

i     14,  up 


DATA:  BLOOMBERG  FINANCIAl  MARKETS 


threats  by  China  to  retaliate 
with  100%  tariffs  on  Ameri- 
can goods  including  agricul- 
tural pi'oducts,  vehicles,  and 
cameras.  No  word  yet  on 
the  level  of  the  U.S.  tariffs, 
but  it  could  top  100%. 

SEXUAL  HEALING 
AT  MITSUBISHI? 

MITSl'BISHI  MOTOR  MANUP^'VC- 

turing  of  America  is  hiring  a 
therapist.  It  has  enlisted  for- 
mei'  Labor  Secretary  Lynn 
Martin  to  review  its  work- 
place practices  in  the  wake  of 
Equal  Employment  Oppor- 
tunity Commission  allega- 
tions of  sexual  harassment  at 
its  Normal  (111.)  plant.  Martin 
vows  she  "will  have  complete 
independence"  there.  But 
EEOr  officials  worry  that  her 
probe  could  hinder  their 
work.  "Whatever  her  group 
is  doing,  they  are  not 
accountable  to  the  judicial 
process,"  says  John  Hen- 
drickson,  the  eeoc  regional 
attorney  in  Chicago. 

CORNING  SHEDS 
A  FEW  MORE  POUNDS 

YOU  CAN  NEVER  BE  TOO  RICH 

or  too  thin — at  least  at  Corn- 
ing, which  is  spinning  off  its 
lab-testing  unit,  Corning 
Clinical  Laboratories.  Corn- 
ing built  the  unit,  which  has 
$1.6  billion  in  revenues,  over 
the  past  14  years.  But  lately 
it  has  had  trouble  digesting 
new  labs,  and  Corning  decid- 
ed a  tax-free  spin-off  was  the 
most  lucrative  option.  Corn- 
ing also  is  shedding  a  phar- 
maceutical services  unit  with 
$400  million  in  revenues.  The 
deals  leave  Corning  40%- 
smaller,  with  a  focus  on  com- 
munications and  technology. 

VALUJET  IS  READY 
FOR  ITS  CLOSE-UP 

UNDER  THE  MICROSCOPE:  IN 

the  wake  of  its  airplane  crash 
on  May  1 1 ,  ValaJet  Airhnes  is 


about  to  undergo  a  regulato- 
ry review  of  unprecedented 
intensity.  The  Federal  Avia- 
tion Administration  an- 
nounced May  15  that  it  plans 
to  assign  faa  inspectors  to  be 
on  boai'd  each  ValuJet  plane 
weekly,  and  more.  ValuJet 
has  been  operating  under  FAA 
review  since  February.  "We 
don't  know  what  happened," 
says  FAA  administrator  David 
Hinson,  adding  that  it  is  too 
early  to  tell  if  the  review  has 
been  thorough  enough.  Valu- 
Jet President  Lewis  Jordan 
said  before  the  announce- 
ment that  the  airline  will 
cooperate  with  any  review. 

HIV  TESTS 

HIT  HOME  AT  LAST 

IT  TOOK  11  YEARS,  BUT  THE 

Food  &  Drug  Administration 
on  May  14  approved  a  home 
HIV  test  kit  from  Johnson  & 
Johnson.  The  Confide  Hiv 
Testing  Service  survived 
opposition  by  some  AIDS 


publicly  mulled  a  hostile  bid 
for  Grace,  though  he  says 
he  prefei's  a  friendly  deal. 

But  Costello  rejected  the 
fcfc^  idea  at  the  meeting, 
y^^Sfcb^  saying  it  would 

^Bk  create  no  prod- 
'"S^uSB  uct  synergies 
*^  rj^H  and  that  until 
''^Kg  Gossage  names 
liis  price,  there 
is  nothmg  to  dis- 
cuss.  "The  only 
synergies  with  Her- 
cules are  cost  synergies," 
said  Costello,  "and  cost  syn- 
ergies ai'e  not  enough." 

Instead  of  discussing  the 
Hercules  bid,  Costello  said 
he  believes  Grace  can  dehv- 
er  value  on  its  own.  He  had 
better  be  right:  Otherwise, 
he  can  expect  fai'  more 
pointed  questions  next  year. 

By  Gail  DeGeorge 


activists  who  feared  the  psy- 
chological impact  of  getting 
positive  test  results  over  the 
phone,  as  well  as  charges  of 
overly  aggressive  lobbying 
by  .J&.J.  To  use  the  kit,  con- 
sumers prick  their  fingers 
and  mail  a  blood  sample  to  a 
lab.  When  they  call  foi 
results,  counselors  refer  those 
who  test  positive  to  treat- 
ment centers.  All  conversa- 
tions will  be  anonymous.  The 
kit  will  be  available  to  Texas 
and  Florida  residents  in  June 
and  nationally  in  1997. 

ETCETERA... 

■  ConAgra  will  close  or 
reconfigiu'e  29  plants  and  cut 
6,500  jobs. 

m  Medpartners/Mullikin  will 
buy  physician  management 
specialist  Caremark. 

■  A  federal  court  threw  out  a 
$1.3  billion  asbestos  settle- 
ment struck  in  1993. 

H  Ti-ying  to  avoid  fda  over- 
sight, Philip  Morris  and  UST 
proposed  teen  smoking  curbs^ " 
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The  NCR  Scalable  Data  Warehouse.! 


Tliree-quarlcrs  of  tlie 
world's  top  banks  bank  on 
our  data  warehouses. 


Pentium 


AL^m  1^  OATA]  Looking  to  use  data  warehousing  to  gain  a 

yflT.^T!Tti  '-'""''Pt'titive  edge?  Choose  NCR,  the  company 
"  """•'^  that  IDC  says  is  number  one  worldwide  with 
50%  of  the  marketf  We  can  make  your  investment  pa\-  off  I'ight 
away  with  a  NCR  data  warehouse  sokition  that  is  just  right  for  ycxii' 
neecLs.  With  inckrstry-leading  databases  like  Teradata,"  Oracle; 
Informix;-  and  Sybase" 

For  more  information  about  NCR's  scalable  tiata  warehouse 
solutions  and  our  highly  scalable 
WorldMark'"servers.  call  1  800-CALL-NCR, 
ext.  3000.  Or  experience  our  data 
warehousing  capabilities  firsthand  at 
http :  // w\\'\\:  nci:  c(  )m 

®NCR 


A  finished  product 
doesn't  mean  our  worii  is  over. 


At  Philips,  when  a  product  is  finished,  my  work  is  just 
beginning. 

My  name  is  Anne-Marie  Visse.  I  am  a  Sales  Representative 
for  consumer  products  at  Philips  Lighting  and  I  collaborate 
on  a  daily  basis  with  distributors. 

My  role  consists  of  guaranteeing  the  regular  presence  of 
Philips  Lighting  Products  at  the  greatest  number  of  point  of  sale  locations, 
and  on  the  best  displays,  backed  by  original  promotions. 


This  makes  sure  that  as  the  world's  biggest  lighting  company,  our  products 
are  not  only  the  best,  but  are  seen  in  all  the  best  places. 


Washington  Outlook 
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)EALMAKERS,  BEWARE: 

FHE  FTC  IS  SHOWING  ITS  TEETH 


Mith  a  GOP  Congress  hot  to  slash  regs  and  Bill  Clinton 
eager  to  renew  his  New  Democrat  credentials,  Wash- 
ington regulators  are  keeping  a  low  profile.  Except  at 
le  Federal  Trade  Commission,  that  is.  Under  the  aggi-essive 
sw  leadership  of  Chairman  Robert  Pitofsky,  the  ftc  is 
opping  some  megadeals  in  their  tracks  and  sending  a  chill 
irough  corporations  in  the  throes  of  merger  mania. 
Since  Clinton  appointee  Pitofsky  took  the  helm  a  year 
?o,  the  once  sleepy  ftc  has  launched  investigations  into 
jssible  anticompetitive  moves  in  industries  ranging  from 
jfense  to  toys,  health  care  to  computers.  The  latest  target: 
ledia  goliaths  Time  Warner  Inc.  and 
Lirner  Broadcasting  System  Inc.  Agency 
ustbusters  fear  the  proposed  $7.5  billion 
lerger  would  quash  competition  in  the 
ible  industry.  Armed  with  testimony 
om  50  merger  opponents,  the  agency 
going  all-out  to  block  the  deal  in  its 
resent  form.  "This  is  World  War  III  for 
le  FTC,"  says  an  industry  source. 
At  a  time  of  record  merger  activity, 
itofsky  is  determined  to  put  his  impri- 
latur  on  competition  policy — especially 
nee  the  Justice  Dept.'s  antitrust  divi- 
on  has  had  a  mediocre  record  of  en- 
ircement.  "In  the  sweepstakes  for  supremacy,  the  ftc  is 
ay  out  in  front  now,"  says  George  Mason  University  Law 
rofessor  William  E.  Kovacic. 

IDDLE  COURSE.  Still,  the  former  Georgetown  University 
aw  School  dean  and  Carter-era  ftc  commissioner  is  not  a 
fiee-jerk,  big-is-bad  trustbuster.  He  says  he  wants  to  find  a 
liddle  course  between  "the  aggressive  enforcement  of  the 
Os  and  the  low-level  enforcement  of  the  '80s."  For  in- 
ance,  he  supports  combinations  that  make  U.S.  companies 
lore  competitive  in  the  global  marketplace.  And  defense 
)ntractors  that  link  up  to  survive  government  cutbacks 
so  may  get  a  green  light:  The  ftc  0.  K.'d  Lockheed  Mar- 


PITOFSKY:  A  chill  on  mergers 


tin  Corp.'s  $9.1  billion  acquisition  of  Loral  Corp.  in  April. 

But  on  Apr.  17,  the  ftc  voted  unanimously  to  block  the 
$1.8  billion  merger  of  pharmacy  chains  Rite  Aid  Corp.  and 
Revco  D.  S.  Inc. — even  after  the  two  companies  had  of- 
fered to  sell  off  stores.  The  parties  folded  their  plans  a 
week  later  The  strong  ftc  opposition  was  prompted  by 
fears  that  the  new  drugstore  chain  would  resist  efforts  by 
employer  alliances  to  bargain  for  discount  prices  for  their 
employees. 

In  another  health-care  case,  Aetna  Life  &  Casualty  Co.'s 
$8.9  billion  purchase  of  U.  S.  Healthcare  Inc.,  the  ftc  de- 
cided not  to  interfere.  The  reason:  The 
health-care  business  is  still  fragmented 
despite  recent  consohdations,  so  it  would 
be  tough  for  one  company  to  dictate 
prices. 

The  FTC's  objection  to  the  Time  Warn- 
er-Turner  combo,  industry  sources  say, 
is  that  it  would  dominate  cable  progi'am- 
ming.  Another  concern  is  that  giant  cable 
opei'ator  Tele-Communications  Inc.'s  stake 
in  Turner — when  teamed  up  with  Time 
Warner's  cable  systems — would  account 
for  almost  half  of  the  U.  S.  market. 
With  a  formal  vote  by  the  ftc  com- 
missioners not  expected  before  June,  the  would-be  part- 
ners hope  to  save  the  deal  by  offering  concessions,  including 
divestitures  or  changes  in  internal  ownership  stakes.  That 
approach  worked  for  Lockheed  Martin  and  Loral:  The  deal 
went  through  after  the  two  contractors  agreed  to  set  up  fii"e 
walls  between  divisions  in  overlapping  businesses,  such  as 
fighter  aircraft. 

But  as  Rite  Aid  and  Revco  discovered,  even  concessions 
may  not  sway  the  ftc.  With  Pitofsky  in  charge,  the  agency 
is  putting  merger  mavens  on  notice:  Don't  expect  Washing- 
ton to  rubber-stamp  your  dealathons. 

By  Catherine  Yang 


CAPITAL  WRAPUP 


TELEPHONE  CONTRACT  HANGUP 

►  A  fight  is  brewing  over  who  gets  to 
provide  Uncle  Sam's  long-distance  ser- 
vice when  the  current  10-year  contract 
expires  in  1998.  Representative 
William  F.  Clinger  Jr.  (R-Pa.),  chair- 
man of  the  House  Government  Reform 
&  Oversight  Committee,  wants  to 
shorten  the  contract  to  three  years 
to  encourage  rivals  to  develop  cost- 
saving  technology  for  future  bids.  That 
doesn't  sit  well  with  at&t,  Sprint,  and 
MCI.  The  long-distance  carriers  hope  to 
lock  up  a  deal  worth  as  much  as  $25 


billion.  But  the  Baby  Bells  like  the 
short-term  idea:  They're  just  getting 
into  long  distance,  thanks  to  the  new 
telecom-reform  law. 

POWELL  STILL  A  NO-GO 

►  With  Bob  Dole  far  behind  President 
Clinton  in  polls.  Republican  leaders 
are  trying  anew  to  coax  retired  Gen- 
eral Colin  Powell  onto  the  GOP  ticket. 
But  Powell  won't  budge.  After  former 
Vice-President  Dan  Quayle  predicted 
party  elders  could  persuade  the  gen- 
eral to  take  the  Veep  spot,  Powell 
quipped:  "What's  Dan  been  smoking?" 


ROCKY  ROAD  TO  FDA  REFORM 

►  Congressional  Republicans  bent  on 
overhauling  the  Food  &  Drug  Admin- 
istration face  tough  hurdles.  Senator 
Nancy  L.  Kassebaum  (R-Kan.)  must 
work  out  a  compromise  with  the  Clin- 
ton Administration,  which  opposes 
provisions  such  as  looser  curbs  on  ads 
for  unapproved  drug  uses.  Meanwhile, 
Republicans  fear  fda  reform  could  be 
killed  if  special  interests  load  up  the 
legislation  with  goodies,  such  as  the 
dietary  supplement  industry's  push  to 
ease  health-claim  requirements. 
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International  Business 


GERMANY 


KOHL'S  AX  IS 
REALLY  AIMED 
AT  EUROPE 

Will  his  reform  ideas  spread? 


Can  German  Chancellor  Helmut 
Kohl  spark  a  supply-side  revolu- 
tion in  Europe?  No  one  would 
have  believed  it  just  a  few 
months  ago.  But  Kohl's  Apr.  26  an- 
nouncement of  plans  to  ax  more  than 
$46  billion  from  government  spending 
and  to  roll  back  Germany's  costly  tax 
and  social  security  regimes  is  the 
strongest  signal  yet  that  such  a  shakeup 
is  on  the  way.  Kohl's  proposed  budget 
cuts — the  equivalent  of  2%  of  gi'oss  do- 
mestic product — would  slice  far  deeper 
in  a  single  year  than  then-Prime  Minis- 
ter Margaret  Thatchei-  ever  did  when 
she  launched  her  bid  to  reform  Britain. 

Kohl's  plans  could  mai'k  the  stiut  of  an 
economic  and  psychological  turnaround 
whose  effects  would  soon  npple  through- 
out Eiu'ope.  Wliile  liis  progTam  aims  to 
revive  Gemiany's  economy,  his  broader 
goal  is  to  change  Europe's  economic 
mind-set.  He  wants  to  scrap  the  long- 
held  expectation  that  Eui'ope  must  have 
big  government,  high  taxes,  unbending 
labor  practices,  and  huge  social  spending. 
"Psychology  is  50%  of  economics,"  says 
Meinhard  Miegel,  head  of  Bomi's  iwg  In- 
stitute for  Economy  &  Society. 

Germany's  alarming  comjjetitive  slide 
is  behind  Kohl's  break  with  his  trade- 
mai'k  consensus  politics.  A  key  proposal 
to  cut  top  corpor'ate  and  j^ersonal  tax 
rates  to  28%-  would  rejuvenate  business 


confidence  and  create  a 
siu'ge  of  investment  in  Ger- 
many. That  would  balance 
out  the  short-term  slump 
in  demand  from  govern- 
ment spending  cuts.  The  fi- 
nancial discipline  would  put 
new  pressure  on  France, 
Italy,  and  Spain  to  get  their 
houses  in  order.  In  the  best 
scenario,  Germany's  eco- 
nomic rebound  would  fire 
up  the  rest  of  Europe,  eas- 
ing the  introduction  of  the 
common  Eiu'opean  ciuTency 
in  1999.  Says  Pascal  Salin 
president  of  the  Mont 
rin  Society,  a  gToup  of 
ply-side  thinkers:  "GeiTnany 
is  making  the  right  decisions." 
SHOCK  EFFECT.  No  doubt  Kohl  will  face 
opposition  as  he  spreads  his  sujjply-side 
gospel  in  Eiu'ope.  In  GeiTnany,  his  coali- 
tion government  is  outgimned  by  the 
opposition  in  the  Bundesrat,  which  has 
to  approve  finance  bills.  Labor  unions 
are  ab-eady  tlu'eatening  a  hot  simimer  of 
strikes  against  Kohl's  planned  public 
sector  wage  freeze,  and  industrial  lob- 
bies will  also  fight  to  keep  their  subsi- 
dies. If  other  governments  follow  Kohl's 
lead,  special  interests  will  battle  to  keep 
their  privileges  as  well.  In  France,  for 
example,  the  government's  efforts  to 


cut  social  spending  last  December 
sparked  a  three-week  strike. 

Yet  the  mood  is  growing  among  Eu- 
ropean government  and  business  leaders 
that  the  time  for  drastic  measui'es  has 
come.  On  May  10,  for  example,  the  new 
center-right  government  of  Spanish 
Prime  Minister  Jose  Maria  Aznar 
pledged  to  cut  public  spending  by  $1.6 
billion  and  reduce  Spain's  budget  deficit 
to  4.4%  of  GDP  this  year  from  5.8%  last 
year.  Says  Heinrich  von  Pierer,  CEO 
Siemens:  Around  Europe,  "the  call  is 
for  pohtical  leadership.  It  will  mean  the 
introduction  of  unpopular  measures." 
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ECONOMIC 
GROWTH 

Could  reach  aver- 
age annual  rates 
of  3.5%,  up 
from  increases 
of  1.5%  in  the 
early  1990s. 

DATA  BUSINESS  WEEK  ESTIMATES 


INVESTMENT 

Slashing  top  tax 
rates  from  53% 
to  28%  would 
reverse  more  than 
$200  billion  m 
capital  flight  and 
attract  new  foreign 
investment. 


INTEREST 
RATES 

Key  long-term 
rates  could  fall 
by  50  to  100 
basis  points, 
spurring  domestic 
investment. 


EMPLOYMENT 

More  flexible  labor 
regulations  will 
encourage  smaller 
companies  to  step 
up  hiring,  reducing 
unemployment 
from  nearly  11% 
now  to  below  8%. 
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HOW  A  SUPPLY-SIDE 
REVOLUTION  COULD 
SHAKE  UP  GERMANY 

If  Kohl  pushes  through 
Midget  and  tax  cuts, 
Germany's  economy  could 
be  surging  by  2000 
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By  2000,  Kohl  could  have  the 
German  economy  ripping  along 
at  3.5%  and  the  Continent's 


Kohl  has  several  fac- 
)rs  working  for  him. 
ermany's  discount  rate 

at  a  post-World  War 
'.  low  of  2.5%,  inflation  is 
ist  1.3%,  money  is  slack, 
nd  Bonn  already  has 

2iat?on  tunii  Un-  jobless  rate  below  10%  for  the 
^pioyment  which  hit  a  flf  st  time  slnce  the  early  '90s 

jcord  11.1%  m  Febru- 
ry,  steps  up  political 
ressure  on  Kohl  but  also  reinforces  the 
rgument  for  radical  reform.  Above  all, 
^ohl  is  benefiting  fi'om  the  shock  effect 
f  his  new  decisiveness.  At  a  May  6 
leeting  of  his  Christian  Democratic 
fnion  (CDU)  party's  inner  sanctum,  for 
istance,  he  boldly  ordered  two  com- 
lissions  drafting  tax  and  welfare  re- 
)iTns  to  report  by  yearend.  Kohl  wants 
)  push  through  legislation  in  1997. 

Hei-e's  how  a  supply-side  revolution  in 
lurope  could  unfold:  If  Kohl  pushes 
irough  the  bulk  of  his  budget  plan  by 
le  fall,  that  could  spur  Gennany  Inc.  to 


recapture  some  of  its  lost  competitive 
edge.  Companies  from  Daimler  Benz  to 
Hoechst  have  been  shaking  themselves 
u})  to  boost  productivity.  But  they  have 
been  channeling  investment  outside  of 
Gennany.  That  flow  could  be  reversed  if 
Kohl  overhauls  tax  rules  that  hit  com- 
panies with  a  top  rate  of  45%  and  indi- 
viduals with  a  53%  levy  once  they  earn 
more  than  $80,000.  Gunnar  Uldail,  CDU 
economic  spokesman  in  the  Bundestag, 
wants  a  three-band  system  of  8%,  18%, 
and  28%  rates.  The  top  rate  would  ap- 
ply to  incomes  of  $20,000  and  up. 


A  more  favorable  tax  regime  would 
also  kill  the  incentive  for  tax  dodgers 
who  bank  their  money  in  Liechtenstein, 
Switzerland,  and  Luxemboiu'g.  "It  would 
absolutely  stop  tax  flight  fi'om  Gennany," 
says  Martin  Htifner,  chief  economist  of 
Munich's  Bayerische  Vereinsbank.  That, 
in  turn,  would  help  Geinnany  regain  an 
estimated  $70  billion  in  revenues  lost  an- 
nually through  tax  evasion.  Revamping 
the  tax  system  is  also  aimed  at  luring 
foreign  investors  away  from  other  high- 
tax  countries  such  as  France  and  Italy. 
Says  Herbert  Demel,  ceo  of  Audi:  "It  is 
the  fii'st  step  to  con-ect  Gennany's  dis- 
advantages as  a  place  to  do  business." 
BIG  POTENTIAL.  An  investment  boom 
C(juld  tui-n  current  projections  for  Ger- 
man economic  growth  on  their  head. 
This  year,  gdp  is  forecast  to  rise  just 
0.75%.  Next  year,  most  economists  pre- 
dict growth  of  not  much  more  than  2%-. 
But  if  Kohl's  plan  is  implemented,  the 
economy  could  be  lipping  along  at  3.5% 
by  2000,  says  Norbeit  Walter,  chief 
economist  at  Deutsche  Bank  in  Frank- 
furt. Rising  consumer  spending  and  in- 
vestment could  recreate  the  unification 
boom  of  the  early  1990s,  boosting  im- 
ports from  the  rest  of  Europe.  Ger- 
many's rebound  would  be  "the  locomo- 
tive for  an  export-led  revival"  on  the 
Continent,  notes  John  Praveen,  senior 
international  economist  at  Menill  Lynch 
&  Co.  New  jobs  would  be  created  and 
bring  Europe's  double-digit  unemploy- 
ment rates  below  10%  for  the  fii'st  time 
since  the  early  '90s. 

Even  small  measui-es  would  have  big 
potential.  Today,  employees  in  German 
companies  with  five  or  fewer  workers 
have  little  job  protection.  Kohl  will  raise 
the  limit  to  10  or  fewer  workers,  allow- 
ing another'  1.5  million  companies  to  liire 
and  fire  workers  as  needed.  If  each 
makes  just  one  new  hiring,  Kohl  will 
be  three-fourths  of  the  way  to  redeem- 
ing his  pledge  to  halve  Gennany's  un- 
employment of  4  million  by  2000. 

If  Germany  achieves  even  a  modicum 
of  success,  the  onus  will  be  on  its  neigh- 
bors to  keep  up — or  lose  investment, 
jobs,  and  tax  i-evenues.  Nobody  expects 
a  ciuick  transfonnation.  "Supply-side  re- 
fonns  don't  boo-st  economies  overnight," 
warns  Nigel  Gault,  chief  economist  at 
DRi/McGraw-Hill  in  London.  "Kohl's  pro- 
posals are  only  a  start."  But  just  as  in 
Thatcher's  Britain,  recognizing  the  mal- 
ady is  the  beginning  of  the  cure.  Kohl 
may  be  about  to  do  what  Thatcher  nev- 
er could:  transfer  radical  new  economic 
thinking  to  the  Continent. 

By  John  Templemmi  in  Bonn,  with 
Bill  Jaoetski  in  Paris  and  bureav 
reports 
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EUROPE 


SMALL,  EUROPEAN, 
AND  ATTRACTIVE 

Investors  are  making  a  beeline  for  high-tech  startups 


P 
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kicogiga,  a  French  semiconductor 
'maker  with  $11  million  in  annual 
revenues,  has  the  kind  of  hot- 
gi'owth  profile  that  makes  investment 
bankers  weak  in  the  knees.  Picogiga  is 
the  global  market  leader  in  gallium  ar- 
senide wafers  used  to  make  chips  for 
cellular  phones  and  digital  TVs.  Its  sales 
are  rising  by  40%  a  year,  and  profits 

are  expected  to  be  up  20%  in   

1996.  But  Linh  T.  Nuyen,  a  Viet- 
namese emigre  and  Picogiga's 
chief  executive,  long  had  little 
hope  of  taking  his  11 -year-old 
company  public.  Picogiga  was  sim- 
ply too  risky  and  obscure  to  mer- 
it an  initial  public  offering. 

Until  now,  that  is.  In  a  few 
weeks,  Nuyen  expects  to  launch 
a  $14  million  IPO  on  France's  re- 
cently launched  small-capitaliza- 
tion bourse,  the  Nouveau 
Marche.  And  several  other  new 
markets  are  also  opening  their 
doors  to  high-technology  Euro- 
pean startups.  "It's  very  impor- 
tant for  smaller  European  com- 
panies to  have  their  own  markets 
to  raise  money  close  to  home," 
he  says. 

MARKET  SAVVY.  Picogiga  is  not 
the  only  small.  Continental  liigh- 
tech  comi)any  suddenly  finding  it- 
self able  to  go  public  at  home  or 
on  overseas  markets.  As  net- 
working technology,  the  Internet, 
and  multimedia  give  rise  to  a  new 
generation  of  companies  with 
global  gTowth  prospects,  Eui'ope's 
bias  against  risky  technology 
stocks  is  undergoing  a  dramatic 
change.  So  investoi's  are  flocking 
to  the  Continent  to  catch  the  next 
success  story. 

Though  the  number  of  Euro- 
tech  IPOS  is  still  small  in  compari- 
son with  the  U.  S.,  the  emergence 
of  a  new  class  of  hot  startups  in 


desperately  needs.  Agile,  entre- 
preneurial, and  market  savvy, 
they  could  become  a  key  force  for 
reinvigorating  Eui'ope's  industrial 
base  in  the  21st  Century  and 
ameliorating  chronically  high  lev- 
els of  unemployment. 


Tlie  number  of  early  success  stoiies  is 
mounting.  Lernout  &  Hauspie,  a  Bel- 
gian speech-translation  company  that 
makes  software  that  helps  computers 
translate  written  text  in  one  language  to 
speech  in  another,  went  public  on  the 
NASDAQ  stock  market  in  December  at 
$11  a  share.  It's  now  trading  at  .$45.50. 
Then  there's  Virtuality  Group.  A  British 

  viitual-reality  com- 

GAINING  VISIBILITY:  pany  that  makes 

Virfiialiti/  (ti-iiiii)  is  hoi      headsets  and  soft- 


EUROPEAN  SMALL-CAPS 
ARE  SIZZLING 


COMPANY 

PRICE 
PER  SHARE 

PERCENT 
GAIN  IN  1936 

LERNOUT  &  HAUSPIE  (BELGIUM)  i 
Speech-recognition  technology 

)45.50* 

37% 

VIRTUALITY  GROUP  (BRITAIN) 
Virtual-reality  systems 

4.03 

8 

CRT  GROUP  (IRELAND) 
Business  software 

89.25* 

68 

ASM  LITHOGRAPHY  (NETHERLANDS) 
Gear  for  printed-circuit  producers 

44.25* 

36 

TOOLEX  ALPHA  (SWEDEN) 
Compact-disk  production  lines 

26.00* 

NA 

CARD  CLEAR  (BRITAIN)  0.95* 
Credit-card  fraud  prevention  systems 

5 

•American  depositary  receipt 
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ware,  it's  expected  to  earn  more  than  $9 
per  share  this  year  after  tm-ning  a  mod- 
est loss  in  1995.  So  far  this  year,  its 
stock  is  up  8%.  "There  are  great  op- 
portunities for  investors,"  says  Chiistian 
Deblaye,  executive  vice-president  at 
Compagnie  Financiere  Edmond  de 
Rothschild  in  Paris,  who  is  considering 
starting  a  fund  targeting  high-tech  Eu 
ropean  smaller  companies.  Adds  Peter 
C.  Conazatti,  manager  of  a  $133  miUion 
small-cap  fimd  at  Frankfiu-t's  smh  In- 
vestment: "German  midsize  companies 
are  diamonds." 

WAVES  OF  CASH.  In  France  alone,  a 
dozen  new  funds  are  being  created  to 
invest  in  small,  fast-growth  companies, 
especially  tech  issues.  Germany  will 
launch  six  new  ftmds  this  year.  And  ex- 
isting small-cap  funds  are  on  the  re- 
ceiving end  of  an  unprecedented  wave 
of  cash.  The  .$56  million  Invesco  Euro- 
pean Smaller  Companies  Fund,  a 
U.  S.-based  fund  launched  a  year 
ago,  saw  investment  inflows  rise 
I  ly  67%  in  Apiil  over  the  previous 
month.  "It's  striking,"  says  the 
fund's  manager.  Claire  Griffiths. 
"A  year  and  a  half  ago,  it  was 
hard  to  find  names  of  companies 
you  felt  confident  investing  in." 
Some  25%  of  her  fund  is  invested 
in  tech  stocks  and  an  additional 
20%'  in  iiifomiation  technology  and 
nther  services. 

The  Continent's  abihty  to  wini 
nver  high-tech  investors  is  a  far 
ciy  fi-om  the  1980s,  when  an  ear- 
lier wave  of  small-cap  ipos  went 
^our.  But  Britain  has  already 
-bowed  that  investors  are  willing 
lo  ignore  past  losses.  For  good 
reason.  An  index  of  tech  stocks 
compiled  by  the  Anglo-Dutch  in- 
vestment bank  abn-amro  Hoare 
Govett  indicates  that  the  value  of 
investment  in  Britain's  87  medi- 
um- and  small-cap  technology  is- 
sues has  climbed  145%  since  1990, 
vs.  57%  for  the  overall  British 
market. 

Some  analysts  worry  that  Eu- 
rope's small-cap  upsurge  could 
wane  if  the  economy  hits  the 
skids  and  stock  prices  sag.  But 
right  now,  bears  are  nowhere  to 
be  found.  Europe  is  embracing 
high-tech  startups  like  never  be- 
fore, enriching  its  economy  and 
investors  alike.  If  the  winning 
sti-eak  continues,  Europe's  new 
markets  may  finally  get  used  to 
giving  technology  startups  the 
backing  they  need  to  play  in  the 
big  leagues. 

By  Gail  Edmondson  in  Paris 
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Introduang  e.xhwab. 

The  end  of  the 
commission  compromise. 


stock  Commission  Comparison* 


200  Shares 

<l'  iis  Pel  jhaie 

500  Shares 

¥  $15  Per  jhdre 

1,000  Shares 

(t»     Per  Share 

5,000  Shares 

$20  Per  Share 

cSchwab 

$39.00 

$39.00 

$39.00 

$159.00 

Fidelity 

3n-lineXpress'" 

$89.37 

$90.90 

$129.15 

$245.00 

Waterhouse 

$41.69 

$52.05 

$112.58 

$330.80 

Olde 

$60.00 

$80.00 

$125.00 

$235.00 

If  you've  been  reading  about  all  the  new  trading  services, 
you  might  think  that  you  have  to  settle  for  bare  bones  service 
when  you  pay  bare  bones  commissions.  Not  anymore.  With 
e.Schwab'"  investment  software  for  Windows',"  you  can  get  the 
low  commissions  you  want  and  access  to  the  investing  tools 
you  need.  The  commission  compromise  is  over. 


More  than  low  commissions, the  confidence  you  need. 

With  e.Schwab  you'll  enjoy  low  commissions  of  just  $39  for  stock  trades  up  to  1,000  shares.  (Just 
hree  cents  a  share  for  additional  shares.)  And  you  also  have  the  confidence  of  knowing  that  you're  trading 
vith  Charles  Schwab.  That  means  people  and  systems  with  22  years  of  trading  experience  through  all  kinds 
)f  markets.  You  know  who  we  are. 


Online  Trading 


Savings,  convenience  and  the  tools 
you  need,tlirough  your  computer. 


Company  Reports 


e.Schwab  investing 
software  and  your  computer 
give  you  a  higher  level  of 


$39  a  Trade 


Quotes  &  Balances 


control  and  convenience.  You  can  access 
your  portfolio,  create  charts  and  graphs, 
and  get  company  reports  and  quotes 
24  hours  a  day,  seven  days  a  week.  What's 
more,  you'll  have  access  to  Reuters® 
Money  Network  and  S&P  MarketScopef 
^lus,  you'll  pay  nothing  for  e.Schwab  software. 

e.Schwab.  It's  the  end  of  the  commission  compromise. 
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The  No  Compromise  Guarantee. 

lust  open  your  e.Schwab  account  betore  |une  30, 1 996, 
and  Schwab  will  waive  the  c]uarterly  account  tee  tor  the 
life  ot  your  e.Schwab  account.  You'll  save  $30  per  year. 
No  questions.  No  compromises. 

l-800-e-Schwabext.ioi 

1-800-372-4922  ext. 101 

http://www.schwab.com 


Charles  Schwab 


*  Based  on  a  March  1996  survey  conducted  by  Charles  Schwab,  Commission  rates  surveyed  are  for  stocks  and  may  vary  for  other  products.  Schwab  charges  a  small  fee  to  register  and  ship  security  certificates. 
31996 Charles  Schwabs  Co., Inc.  All  nghts  reserved.  Member  SIPC/NYSE.  (5/96) 
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NORTH  KOREA 


FINALLY,  A  WAY  TO 
PYONGYANG'S  HEART? 

The  food  crisis  just  might  lead  to  formal  peace  talks 


It's  spring  in  North  Korea,  a  time 
when  bright  green  rice  shoots  hold 
the  promise  of  food.  But  this  isolated 
country  of  2o  million  people  is  buckling 
under  the  strain  of  hunger  as  food 
stocks  reach  critically  low  levels  long 
before  the  fall  harvest.  Although  the 
country  needs  1.2  million  tons  of  food 
aid  to  get  tlii-ough  a  difficult  summer,  so 
far  foreign  donors  have  pledged  just 
9,300  tons  of  rice  for  May.  That  shortfall 
is  bringing  signs  of  another  type  of 
spring — a  diplomatic  one. 

With  one  of  the  most  intense  fluri'ies 
of  activity  since  the  Stalinist  regime 
closed  itself  off  above  the  38th  parallel 
after  the  Korean  War,  officials  from 
Pyongyang  ai'e  making  conciliatory  ges- 
tures to  the  We.st  (table).  The  hard-line 
government,  facing  food  shoitages  crit- 
ical enough  to  warrant  a  "special  alert" 
from  the  United  Nations,  appears  to  be 
trying  to  inch  out  of  isolation.  Wash- 
ington, forced  to  respond  to  Pyongyang's 
oveilures,  is  dangling  a  possible  deal:  If 
North  Korea  agrees  to  take  part  in 
foiu-party  peace  talks  proposed  by  Pres- 
ident Clinton,  the  U.  S.  will  ease  its  46- 
year  economic  embargo.  The  talks, 
which  would  include  China  and  South 
Korea,  would  attempt  to  negotiate  a 
peace  treaty  at  last  on  the  Korean 
peninsula. 

If  all  goes  according  to  plan,  North 


Korea  could  be  allowed  to  export  goods, 
such  as  zinc  and  textiles,  to  the  U.  S.  to 
earn  the  hard  currency  to  buy  much 
needed  food  and  oil.  An  easing  of  sanc- 
tions could  also  allow  the  unfreezing  of 
North  Korea's  modest  assets  deposited 
in  U.  S.  banks  and  would  allow  U.  S. 
companies  to  invest. 

But  fu-st,  the  Americans  want  Pyong- 


NORTH  KOREA'S  SURVIVAL 
STRATEGY 

•Consider  a  deal  in  which  it 
would  attend  four-power  peace 
talks  in  exchange  for  America's 
easing  its  economic  embargo 

•Agree  to  let  U.S.  soldiers 
search  for  Ml  As  in  exchange  for 
$2  million,  down  from  its  origi- 
nal request  of  $4  million 

•Attend  nonproliferation  missile 
talks  in  April,  for  the  first  time 

•Allow  secure  storage  of  fuel 
rods  from  old  nuclear  program;  a 
site  for  new  South  Korean-style 
reactors  to  be  announced  soon 

•Step  up  appeals  for  food  aid 

DATA  BUSINESS  WEEK 


HUNGER  PANGS:  The  government 
is  "sending  out  quite  an  SOS. " 


yang  to  sit  down  at  the  table  with  arch- 
enemy Seoul.  U.  S.  Assistant  Secretary 
of  State  Winston  Lord,  who  met  his 
South  Korean  and  Japanese  counter- 
parts during  a  May  13-16  trip  to  the 
i-egion,  said  the  Administration  was  con- 
sidering easing  sanctions  but  not  "at 
this  time."  One  reason  the  Clintonites 
have  to  proceed  cautiously  is  that 
Republican  Presidential  contender  Bob 
Dole  accused  the  Administration  in  ear- 
ly May  of  "coddling"  the  North  Koreans. 
Some  conservatives  also  accuse  Pyong- 
yang of  continuing  to  hide  alleged  nu- 
clear-weapons capabilities. 
SORRY  PLIGHT.  Although  no  one  be- 
lieves the  North's  commuiiist  leaders 
have  changed  their  stripes,  the  deep- 
ening food  crisis  makes  them  more  will- 
ing to  talk.  When  two  senior  North  Ko- 
rean delegations  visited  the  U.  S.  in 
Apiil,  both  m-ged  closer  ties  with  Wash- 
ington and  indicated  the  severity  of 
their  plight.  "They're  sending  out  quite 
an  SOS.  on  food,  a  kind  I  haven't  heard 
before,"  says  Selig  Harrison,  a  senior 
associate  at  the  Carnegie  Endowment 
for  International  Peace  who  met  the 
delegations. 

In  other  gestiu-es,  Pyongyang  agi'eed 
on  May  9  to  allow  U.  S.  soldiers  to 
comb  for  remains  of  missing  American 
servicemen  in  the  North  Korean  coun- 
tryside, and  it  dropped  its  demand  for 
compensation  from  .$4  million  to  $2  mil- 
lion. On  another  sensitive  issue,  the 
North  Koreans  attended  missile-non- 
proliferation  talks  in  Berlin  in  April  for 
the  first  time  after  long  insisting  that 
their  actions  were  not  open  for  discus- 
sion. North  Korea's  exports  of  surface- 
to-siuface  missile  parts  to  Iran  and  Syr- 
ia rank  high  on  Washington's  list  of 
concerns. 

North  Korea  is  also  holding  to  its 
promise  of  abandoning  its  suspect  nu-  J 
clear  program.  The  Korean  Peninsula 
Energy  Development  Organization 
(kedo),  a  consortium  that  is  financed 
mostly  by  South  Korea  and  Japan,  is 
on  track  to  build  nuclear  reactors 
in  North  Korea  in  exchange  for  Pyong-  i 
yang's  agTeement  to  put  its  nuclear'  pro-  '  u 
gi-am  under  international  scratiny.  kedo 
negotiators  expect  to  agree  to  a  site 
for  the  reactors  this  year.  At  the  same 
time,  progi'ess  being  made  in  negoti- 
ations on  the  pcjiitically  sensitive  issue  of 
allowing  South  Korean  workers  who  are 
building  the  plant  to  travel  safely  in- 
side North  Korea. 

Worried  about  the  possibility  of  the 
North's  economic  collapse,  the  Ameri- 
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cans  are  keen  on  persuading  Seoul  to 
soften  its  opposition  to  lielping  Pyong- 
yang. On  May  11,  U.S.  Ambassador  to 
Seoul  James  T.  Laney  said  it  was  time 
to  "tone  down  oui'  rhetoric  and  the  lurid 
language"  often  used  to  describe  the 
world's  most  isolated  regime. 

At  least  for  now,  Seoul  seems  cau- 
tiously optimistic.  One  reason  is  that 
North  Korea  has  started  asking  the 
U.  S.  for  more  information  about  pre- 
cisely how  the  proposed  four-party 
peace  talks  would  be  structured  and 
what  steps  Washington  will  take  to  ease 
economic  sanctions.  The  North  is  "seri- 
ously considering"  the  peace  talks,  says 
South  Korean  government  spokesman 
Yang  Yun  Kil,  who  calls  Pyongyang's 
stance  "an  encouraging  sign." 
FALSE  SPRINGS.  There  is  some  progi-ess 
in  business  deals  between  the  two  Ko- 
reas as  well.  In  Apiil,  South  Korea  gave 
three  companies  permission  to  invest 
$19  million  in  North  Korean  manufac- 
turing ventures.  Letting  more  compa- 
nies invest  in  the  North  will  depend  on 
improvement  in  North-South  relations. 
South  Korea  imported  $223  million 
worth  of  goods  from  the  North  last 
year,  nearly  half  of  Pyongyang's  total 
exports  of  $590  miUion.  "We  are  willing 
to  step  up  economic  cooperation  to  help 
North  Korea  build  up  its  economy,"  says 
Yang.  In  early  1995,  as  part  of  the  kedo 
agreement,  the  U.  S.  allowed  at&t  to 
set  up  telephone  and  fax  links  and  le- 
galized North  Korean  transfers  of  mon- 
ey through  U.  S.  banks. 

There  have  been  many  false  springs 
in  dealing  with  Pyongyang  in  years 
past.  Indeed,  analysts  warn  that  North 
Korea,  which  rarely  misses  a  chance  to 
undercut  the  South,  may  be  doing  little 
more  than  probing  for  splits  between 
Washington  and  Seoul.  "We  are  quite  a 
ways  from  formal  peace  negotiations," 
cautions  Brookings  Institution  scholar 
Helmut  Sonnenfeldt. 

What  is  different  now,  though,  is  the 
stunning  disintegration  of  the  North 
Koi-ean  economy.  "People  are  preoccu- 
pied with  finding  food,"  says  Michael 
Breen,  a  senior  partner  at  Seoul-based 
consultancy  Breen  &  Gustaveson,  which 
specializes  in  North  Korea.  "Tliat  is  cre- 
ating a  crisis  for  the  Workers'  Party." 
Breen  and  others  note  that  Koreans  are 
resilient  people,  and  the  government 
shows  no  imminent  signs  of  collapse. 
But  it  is  clear  that  hunger  and  a  desii'e 
for  stability,  are  pushing  both  Pyong- 
yang and  Washington  toward  easing 
decades  of  deadlock. 

By  Mark  L.  Clifford  and  Skeri 
Prasso  in  New  York,  with  Stan  Crock 
in  Wasfmigtoyi  and  bureau  reports 


HUNGARY 


A  HANDSOME  TV  STATION- 
GOING  ONCE,  GOING  TWICE... 

On  the  block:  Hungarian  media  properties  and  fat  ad  revenues 


The  archvillain  of  the 
television  show  Dallas, 
J.  R.  Ewing,  is  a  fading 
memory  for  most  Ameri- 
cans. But  he's  hot  in  Hun- 
gary, where  reruns  of  the 
defunct  series  capture  up 
to  85%  of  the  country's 
viewers.  Dallas  is  a  hit 
there  in  large  part  because 
Hungarian  television  is  such  a  back- 
water. With  only  six  stations  and  a 
bland  fare  of  peasant  dances  and  dull 
talk  shows,  it  makes  Hungarians  hun- 
gry for  livelier  programming. 

They  may  soon  get  it.  Well-heeled 
Western  media  companies  are  lining  up 
this  month  to  bid  on  several  state- 
owned  Hungarian  TV  and  radio  sta- 
tions. The  investors  include  Central 
European  Media  Enterprises  (CME),  a 
venture  backed  by  cosmetics  million- 
aire Ronald  S.  Lauder;  Scandinavian 
Broadcasting  Systems,  which  is  23.4% 
owned  by  Capital  Cities/ABC;  and  big 
broadcaster  Compagnie  Luxembour- 
geoise  de  Telediffusion.  They  all  see  a 
potential  gold  mine  in  advertising  rev- 
enue as  marketers  hawk  products  to 
Hungarian  consumers.  The  only  thing 
needed  is  to  offer  programming  that 
people  want. 

On  the  block  are  10-year  concessions 


BORED  IN  BDDAPEST 


Hungarian  viewers 
hungry  for  livelier 
TV  fare  are  luring 
a  crowd  of  Western 
bidders  for  local 
broadcast  licenses 


on  Hungary's  second  pub 
lie  channel,  mtv  2,  and 
Channel  58,  which  once 
broadcast  in  Russian  to  the 
Soviet  army.  Radio  Danu 
bius,  now  run  by  the  state 
radio  corporation,  and  a 
new  radio  frequency  will  be 
offered  on  seven-year  li 
censes.  Interest  is  especial 
ly  high  in  mtv  2,  which  should  fetch 
$100  million.  "Hungary  represents  a 
great  business  opportunity,"  says 
Leonard  Fertig,  chief  executive  of  cme, 
which  owns  the  successful  Nova  tele 
vision  channel  in  the  Czech  RepubHc. 
DIRE  DEFICIT.  Bidders  note  that  Hun 
garians  are  buying  more  of  everything 
ft'om  Coca-Cola  to  electronics  to  Opels. 
"Commercial  television  is  going  to  have 
an  impoitant  part  in  selling  these  prod- 
ucts," says  Harry  Evans  Sloan,  presi- 
dent of  Scandinavian  Broadcasting  Sys- 
tems. Just  as  crucial,  Hungary's  deficit 
is  so  dire  that  no  one  anticipates 
any  effoit  to  block  foreign  involvement. 
The  sale  "is  in  the  interests  of  the  bud- 
get," says  Gyorgy  Balo,  a  Hungarian 
television  journalist  working  with  cme 
on  its  bid.  What  a  deal  I  The  govern-' 
ment  gets  some  cash,  while  viewers 
get  Melrose  Place. 

By  T.  R.  Smart  in  Budarpest 
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The  days  of  the  bloated  business  are  oven 


Ballooning  costs.  Bulging  warehouses.  Is  your  business  growing  in 
the  wrong  places?  Let  GE  Information  Semces  relieve  some  of  the  pressure. 

We  help  you  reduce  swollen  inventories  and  take  the  bulk  out  of  your 
business,  so  you  can  be  faster  in  your  markets,  more  responsive  to  your  cus- 
tomers and  more  attractive  to  your  shareholders.  We  enabled  a  major  elec- 
tronics manufacturer  to  cut  supplier  cycle  times  from  6  days  to  1  and  slash 
warehouse  space  requirements  by  50%.  Another  client  has  increased  sales- 
force  productivity  allowing  salespeople  to  double  the  amount  of  "face  time" 
they  can  spend  with  clients  and  prospects. 

GE  Information  Sendees  works  with  thousands  of  the  world's  best 
known  businesses  to  help  reduce  costs  and  improve  profitability  Our 
Business  Productivit)'  Solutions^^'  can  help  you  expand  where  you  really  want 
to — in  your  marketplace. 

Productivity.  It's  AU  We  Do.''' 


GE  Information  Services 


For  more  inlornialion,  please  call  l-8()(l-5()()-GEIS,  or  write  GE  Inlorniation  Sendees, 
MC07R],  4U1  \.  Washington  St.,  Roekville.  MD  2(1M5(I.  Find  us  on  tlie  Iiili  rnet  at  http://\vwv.geis.eoni. 


International  Outlook 


■ 


EDITED  BY  STANLEY  REED 


CZECH  REFORMS:  KLAUS  MAY  KEEP  WEARING 
THE  VELVET  GLOVES  

excellent  system  for  finding  displaced  employees  new  jobs. 
None  of  this  involves  out-of-control  spending.  Klaus's  welfare 
state  is  trim  enough  to  keep  the  budget  deficit  below  3%  of 
economic  output. 

But  there  is  a  risk  to  the  Prime  Minister's  strategy.  Com- 
panies have  yet  to  be  foi'ced  to  become  competitive,  because 
their  shares  are  being  managed  by  relatively  passive  invest- 
ment funds,  often  owned  by  banks.  These,  in  turn,  are  still 
state-owned — wliich  means  they  haven't  pushed  their  charges 
to  shape  up. 

A  NEW  BREED  OF  INVESTOR.  Klaus's  plan  is  tO 
complete  the  industrial  remake  during  his  sec- 
ond teiTn.  With  the  Piime  Minister's  blessing,  a 
new  breed  of  more  dynamic  investors  is  now 
coming  to  the  Czech  Republic.  They  see  profit 
in  applying  finance  and  mai'keting  skills  to  for- 
mer state  factories.  The  leader  of  this  group  is 
U.S.  financier  Mike  Dingman,  who  rocked 
Prague  when  he  revealed  that  he  had  gained 
control  of  several  Czech  companies  last  fall. 
Dingman  is  aggi'essively  reshaping  and  mod- 
ernizing his  properties,  and  he  is  laying  work- 
ers off.  But  the  tWnking  is  that  the  economy  is 
much  better  pi-epared  to  absorb  woi-kers  than 
it  would  have  been  three  or  four  years  ago. 

It  is  hard  to  argue  with  Klaus's  approach. 
The  Czech  Republic  has  one  of  Europe's  sound- 
est economies.  If  there  is  a  worry,  it  is  that 
Klaus's  go-slow  strategy  may  have  cost  the  Czech  Republic  in 
teiTns  of  building  management  talent.  Poland,  which  under- 
went shock  therapy,  now  has  a  vibrant  new  ciass  of  entre- 
preneurs. But  it  also  suffered  high  unemployment,  and  such 
aggressive  refoi'mers  as  former  P'inance  Minister  Leszek 
Baicerowicz  were  rewarded  for  their  efforts  by  being  thrown 
out  of  office.  Klaus,  by  contrast,  is  on  the  verge  of  getting 
four  more  years  to  finish  his  work. 

Bij  Kcnrii  Loivrij  Miller  hi  Prcufue 


On  billboards  plastering  the  Czech  countiyside  in  antici- 
pation of  parliamentary  elections  on  May  31  and  June  1, 
the  stern  image  of  Prime  Minister  Vaclav  Klaus  is 
nowhere  to  be  seen.  That's  because  his  brasque  style  doesn't 
endear  him  to  voters.  Instead,  his  Civic  Democratic  Party 
trumpets  his  success  in  managing  the  economy.  "The  Czech 
krona — on  the  way  to  a  world  cuiTency."  says  one  of  many 
such  billboards,  which  seem  somewhat  bizaiTe. 

Voters  may  not  like  Klaus,  but  they  a])preciate  his  pohcies 
and  are  poised  to  give  him  a  second  four-year 
teiTTi.  Polls  put  Klaus's  center-light  luling  coali- 
tion well  ahead  of  the  weak  opposition,  headed 
by  the  Social  Democrats.  If  Klaus  prevails,  the 
Czech  Republic  will  have  defied  the  trend  in 
other  Central  European  countries  of  ousting 
governments  that  did  the  heavy  lifting  in  dis- 
mantling the  old  socialist  systems.  A  backlash 
against  the  sacrifices  of  market  economics  has 
heljjed  put  former  communists  in  power  in 
both  Poland  and  Hungary — and  could  do  the 
same  soon  in  Russia. 

What  is  Klaus's  secret?  Despite  his  staunch 
fi-ee-market  rhetoric,  he  both  delivers  the  eco- 
nomic goods  and  cushions  the  blows.  (Growth  is 
a  .strong  5%  in  the  Czech  Republic — much  bet- 
ter than  the  norm  in  Western  Europe — and 
roughly  two-thirds  of  the  economy  has  been 
privatized. 

PRESERVING  THE  SAFETY  NET.  But  Klaus's  reforms  haven't 
created  the  hardship  seen  in  paits  of  Poland  and  Hungary. 
That's  because  Klaus,  though  he  hates  to  admit  it,  has  left 
key  elements  of  the  social  safety  net  intact.  Rent  controls 
ensure  affoi'dable  housing.  Artificially  low  energy  prices 
helj)  keep  inflation  in  check.  Health-care  reform  has  been  de- 
layed. And  unemployment  is  barely  4%,  partly  because  his 
vaunted  scheme  of  privatizing  via  vouchers  for  citizens  did 
not  push  companies  hard  to  restructure.  He  also  set  up  an 


Delivers  the  gcxxl 


GLOBAL  WRAPUP 


CAN  THE  BJP  RULE  INDIA? 

►  The  unthinkable  may  be  ha))pening. 
President  Shankar  Dayal  Sharma  on 
May  15  tapped  Atal  Behari  Vajpayee, 
candidate  of  the  Bharatiya  .Janata  Par- 
ty, to  become  Prime  Minister  and  try 
to  form  a  government.  The  Hindu 
nationalist  b.ip  had  been  perceived  as 
too  extreme  to  be  able  to  assemble  a 
coalition  following  the  recent  elections. 

But  Indian  business  leaders  ar-e  ral- 
lying behind  the  pjp.  During  the  ciucial 
two  weeks  Vajpayee  has  to  for-m  a  gov- 
ernment, many  ceos  are  supporting  his 


efforts  to  di'aw  lawmakers  fi'om  other 
parties  into  his  coalition.  The  price  tag 
to  win  over  a  membei-  of  parliament  is 
said  to  be  about  .$300,000. 

Business  leaders  say  a  stable  B.IP 
government  would  be  more  fiscally  re- 
sponsible than  the  left-leaning  lower- 
caste  parties  that  are  also  bidding  for 
power.  The  b.jp  is  showing  signs  of 
modei'ating  its  most  strident  policies. 

BLOW  TO  DASSAULT 

►  Whether  or  not  he  is  formally 
charged.  Serge  Dassault  may  suffer  a 
big  loss  of  prestige  in  a  Belgian  probe 


of  suspected  payoffs  by  his  company: 
France's  Dassault  Aviation.  That  could 
block  his  efforts  to  keep  the  company 
independent.  So  far,  he  has  resisted  a 
government  plan  to  merge  Dassault 
Aviation  with  state-owned  Aerospa- 
tiale. In  early  May,  a  Belgian  judge 
issued  an  international  arrest  warrant 
for  Serge  Dassault:  He  is  being  investi- 
gated for  allegedly  paying  ,$3  million  in 
bribes  to  Belgian  politicians  in  1989  to 
win  a  contract  to  modei'nize  U.  S.-built 
fighters  of  the  Belgian  Air  Force.  Das- 
sault denies  the  allegations  but  refuses 
to  travel  to  Belgium  for  questioning. 
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YOUR  BIGGEST  GLOBAL  RISK  MAY  BE 

USING  AN  INSURER  WITHOUT  THE 
FINANCIAL  STRENGTH  AND  INTEGRATED 
GLOBAL  CAPABILITIES  OF  AIG. 


Quite  simply,  ifyou're  a  global  company,  you  lace  a  variety  ol  changing  financial 
exposures.  You  need  a  financial  partner  that  not  only  understands  complex  risks, 
but  can  also  provide  a  variety  of  insurance  and  financial  solutions.  Not  to  mention 
the  size,  strength  and  stability  to  be  there  lor  the  long  term.  Enter  AIG  —  with 
unparalleled  global  capabilities  backed  by  extraordinary  financial  strength. 

What  AIG  offers  is  expertise  not  only  in  insurance,  but  also  in  managing  and 
integrating  total  marketplace  risk.  By  combining  traditional  insurance  with 
sophisticated  financial  solutions,  we  create  unique  consolidated  risk  financing 
programs,  including  large-limit  multiyear  packages  with  flexible  terms  and  limits. 

And  who  better  to  meet  your  local  needs  than  someone  who's  there? 
With  offices  in  130  countries  and  jurisdictions  th  roughout  the  world,  we  have  an 
unmatched  knowledge  of  local  conditions  and  regulations.  These  resources  deepen 
our  own  on-the-ground  financial  structuring,  engineering  and  claims  capabilities. 

To  underscore  that  we  can  handle  all  your  needs,  we've  even  created  a 
specialized  division,  AIG  Global  Risk.  Only  AIG  could  bring  together  this  seamless 
unit  to  provide  integrated  risk  management  solutions.  Access  is  )ust  a  call  away. 

And  we  back  it  all  up  with  an  impeccable  balance  sheet,  Triple-A  ratings, 
capital  funds  of  nearly  $20  billion,  and  net  loss  reserves  approaching  $20  billion. 

So  we'll  be  there  whenever  and  wherever  you  need  us.  Because  no  one  else  can. 

For  more  information  please  call  Tobey  J.  Russ  at  (212)  770-7898. 


WORLD  LEADERS  IN  INSURANCE  AND  FINANCIAL  SERVICES 

American  Inlernational  Group.  Inc  ,  Dept  A.  /O  Pine  Street,  New  Vork.  MV  10270 


AIG 


Anyone  who  runs  a  business  wants  to 
grow  it.  Yet  all  too  often  what  stands  in 
the  way  of  growth  is  simply  managing  the 
day  to  day  business  tasks.  And 
when  you're  trying  to  stay  in  front 
of  the  competition,  that's  not  only 
frustrating,  it's  deadly. 

Here's  where  Lotus  SmartSuite 
comes  in.  SmartSuite  is  all  the  soft- 
ware your  business  needs  to  manage 
your  business  more  effectively.  And  it's 
so  easy  to  learn  that  you  and  everyone  on 
your  team  will  be  able  to  use  it  in  no  time. 

(Probably  feel  a  little  ^ 
stronger  already,  huh.^) 

SmartSuite  offers  you 
six   desktop  software 
SnMSuite      3pp|„,„ons,  as  opposed 
All  the  to  the  mere  four  that  other  soft- 

software  ware  suites  give  you.  You  get 
a  business  word  processing,  spreadsheets, 
needs.  database  management,  graphics, 

calendaring  and  scheduling,  and  a  multi- 
media tool.  SmartSuite  also  allows  you 
complete  Internet  access. 

This  means  that  you  can  manage  things 
better  and  ultimately  get  more  done. 
SmartSuite  lets  you  create  professional 
correspondence,  financial  statements,  graphic 
sales  presentations,  track  inventory,  organize 


igemy 
.wisely, 
not  be 


your  daily  schedule  and  publish 
documents  directly  to  the  World 
Wide  Web.  And  because  the 
applications  in  SmartSuite 
are  completely  integrated, 


but  I  will 
uch  too 


everyone  on  your  team  can  work 
better  together. 

There's  more  that  SmartSuite  can  do. 

A  lot  more.  But  don't 
take  our  word  for  it,  try 


Krong 


Lotus  SmartSuite  for  yourself,  and  let  it 
start  doing  things  for  you. 

Versions  of  SmartSuite  are  available  for 
Windows"  95,  Windows  3.1  and  OS/It  and 
SmartSuite  is  now  included  with  Aptiva® 
ThinkPad*  and  most  IBM"  PC  desktops 
as  well  as  select  Acer*  AST"  and  Epson® 
PC's.  All  for  as  little  as  $149!  For  your 
free  Lotus  Gallery  CD  complete  with  a 
45  day  trial  version  of  SmartSuite,  call 
1-800-TRADE-UP,  ext.  B819.  Or 


[n  Canada  call  1-800-GO-LOTUS.  'Upgrade  from  any  Lotus  or  competitive  software.  Dealer 
prices  may  vary.  ©1996  Lotus  Development  Corporation,  55  Cambridge  Parkway.  Cambridge,  MA 
02142.  All  rights  reserved.  Lotus.  Workmg  Together,  Lotus  SmartSuite,  Approach,  Freelance  Graphics,  1-2-5 
nd  Lotus  Organizer  are  registered  trademarks  and  Word  Pro  is  a  trademark  of  Lotus  Development  Corporation, 
ws  is  a  registered  trademark  of  Microsoft  Corp.,  and  IBM,  OS/2,  Aptiva  and  ThinkPad  are  registered  trademarks  of 
tional  Busmess  Machmes  Corp.  All  other  products  are  registered  under  their  respective  companies. 


reach  us  on  the 
World  Wide  Web 
at  www.lotus.com. 


Lotus. 


Working-  Together* 


Entertainment 


HOLLYWOOD 


THE  HUMBLING 
OF  MIKE  OVITZ 

Painfully,  the  ex-superagent  gets  a  corporate  education 


As  the  kingmaker  atop  Creative 
Artists  Agency  Inc.,  Michael  S. 
Ovitz  wielded  nearly  unlimited  au- 
thority and  answered  to  no  one. 
But  Ovitz  traded  in  his  autonomy  eight 
months  ago  when  he  left  caa  to  be- 
come just  another  employee  at  Walt 
Disney  Co.  Tine,  Ovitz  has  the  title  of 
president,  is  charged  with  fixing  the 
company's  thorniest  pi'oblems, 
and  is  billed  as  Chairman 
Michael  D.  Eisner's  partner  in 
running  the  media  conglom- 
erate. That  he  is  also  Eisner's 
best  friend  can't  hurt. 

But  the  49-year-old  is  find- 
ing that  coi-jjorate  life  can  be 
tricky,  as  a  recent  string  of 
dustups  and  bruised  executive 
egos  has  shown.  With  Disney's 
stock  dowTi  13%  since  Mar.  14, 
the  pressure  is  on  Ovitz,  as 
Eisner's  proxy  and  likely  heir, 
to  show  that  he  can  deliver 
as  a  corporate  executive. 
"This  isn't  caa,  where  every- 
one needs  to  do  business  with 
Michael,"  says  a  longtime 
Ovitz  associate.  "You  have  [at 
Disney]  powerful  people  in 
theii"  own  right  who  don't  owe 
Michael  Ovitz  their  jobs." 
CUT-RATE  ADS.  By  far,  Ovitz' 
biggest  headache  is  helping 
Eisner  fix  ABC,  the  television 
network  that  Disney  paid  $19 
billion  for  in  February,  only 
to  see  its  ratings  go  into  a 
steep  decline,  akc  came  in  a 
humiliating  third  in  the  Feb- 
ruaiy  sweeps,  and  its  ratings 
are  down  12%  for  the  season.  Further- 
more, the  margins  at  abc's  10  owmed- 
and-operated  stations — which  provide  a 
big  chunk  of  its  profits — have  slipped 
fi'om  the  mid-50s  to  the  high  40s  in  the 
last  tw^o  years,  says  Merrill  Lynch  & 
Co.  media  analyst  Jessica  Reif,  who  also 
estimates  that  abc's  earnings  this  year 
will  fall  9%,  to  $365  million,  as  it  is 
forced  to  hand  out  a  rash  of  cut-rate 
ads  to  mollif\'  advertisers. 


abc's  tumble  from  top-rated  network 
status  just  last  season  has  left  many  of 
its  afBliates  eager  for  a  tiunaround.  In  a 
February  addr-ess  to  225  affiliates,  Ovitz 
and  Eisner  promised  a  quick  impr-ove- 
ment.  "abc  is  going  to  be  No.  1  again, 
and  then  it  is  going  to  be 
No.  1  forever;"  Eisner- 
vowed.  But  midway  into 


Disney's  stock  has  fallen  by  13% 
since  Mar.  14.  The  pressure  is  on 
new  President.  Michael  Ovitz  to 
quickly  tackle  several  key  projects: 


ABC  After  Disney  paid  $19  bil- 
ion,  the  network  went  into  a 
sharp  decline.  Ratings  are  down 
12%  for  the  season.  Ovitz  may 
have  lured  NBC  executive  Jamie 
McDermott  as  ABC's  Ms.  Fixit, 
but  his  bold  recruiting  tactics 
earned  him  some  sharp  criticism 


CABLE  Disney  let  Viacom's  Nick- 
elodeon claim  the  key  young-adult  audience.  Ovitz  hired 
away  Nickelodeon's  Geraldine  Laybourne,  who  is  now 
charged  with  launching  at  least  two  new  cable  chan- 
nels— fast. 

INTERNATIONAL  Ovitz  wants  to  nearly  double  the  por- 
tion of  revenues  Disney  gets  from  overseas.  He  has  tak- 
en three  trips  to  China,  where  he  is  trying  to  win 
approval  for  expanded  business  in  TV  and  consumer 
products  and,  down  the  road,  a  Chinese  Disneyland. 

DATA:  BUSINESS  WEEK 


the  May  sweeps,  abc  is  still  No.  3. 
"While  affiliates  ar-e  perhaps  a  bit  sur- 
prised at  the  speed  at  w'hich  problems 
have  developed,  [ther-e  is  a]  br-eakneck, 
intense  effort  to  regain  the  momentum 
that  has  been  lost,"  says  Cox  Commu- 
nications Inc.  executive  Andrew  S.  Fish- 
er", chair-man  of  the  abc  affiliate  board. 

Ovitz  is  cleariy  Eisner-'s  designated 
point  man  on  .abc,  though  Eisner  re- 
mains heavily  involved  in  repairing  the 


prime  time  schedule  and  spends  much  o: 
his  time  on  Disney's  powerful  anima- 
tion unit.  But  both  men  have  moved  ir 
full  time  at  abc's  offices  in  Centur\\ 
City,  Calif.  Ovitz  had  hoped  to  placate 
affiliates  by  announcing  shortly  aftei 
the  disastrous  February  sweeps  that  he 
had  hired  away  nbc  Inc.  progr-ammin^ 
'whiz  Jamie  McDermott  to  head  ABC'st  i 
entertamment  unit,  industry  soiu-ces  say  ■ 
But  while  talent  raids  may  be  par  for  ' 
the  cour"se  in  the  agency  business,  Ovitz 
move  didn't  go  over  well  in  the  more  , 
corpor-ate  culture  of  network  television 
For  one  thing,  abc's  current  entertain- 
ment chief,  Ted  Harbert,  was  apparent-B 
ly  unaware  that  he  might  soon  be  reas-H 
signed,   nbc  executives   complainec  — 
bitterly  about  Ovitz'  tactics  in  recruiting 
McDermott,  who  was  under  contract  J] 
and  placed  her  on  j  | 
leave  of  absence  unti 
•Tune  15,  when  she  is 
■xpected  to  be  re- 
i-ased  to  join  abc. 

Now,  Har-bert 
.\ho  is  seen  as  £ 
a  me      duck,  is, 
barged  with  draW' ' 
iig  up  abc's  crucia,, 
fall  schedule  under 
Ovitz  and  Eisner's 
close     super-vision  , 
The  networ-k  has  noi'-  '" 
had  a  hit  in  tw(j^.. 
years,  and  some  bet 
ter-known     shows  sr, 
such  as  Roseanne 
are  fading.  The  net- 
wor-k will  announce  

its  new  fall  Hneup  oi ' 
May  20.   "I  thinly,- 
anyone  might  hazarc 
that  the  pr-essure  ii 
there,"  says  medii 
buyer  Betsy  Frank  of  Zerritlj 
Media  Services  Inc.  "Ne\ 
management  came  in,  anfl 
there's  been  very  visible  in| 
fighting  in  the  ranks." 

Ovitz  caused  even  more  exl 
ecutive  unease  as  speculation 
mounted  that  he  would  soor 
hire    his    friend  Howan 
Stringer-  as  a  top  Disney  T\ 
executive.  At  caa,  Ovitz  had  recruitec 
Stringer  in  1994  to  head  Tele-T\\  a  part , 
nership  of  Pacific  Telesis,  Bell  Atlantic'^ 
and  Nynex,  to  offer  interactive  T\'  over  ^ 
phone  lines,  abc  President  Robert  A 
Iger  was  uncomfortable  about  the  ru  a 
mors,  industry  soirr-ces  say,  and  Disnej 
took  the  unusual  step  of  issuing  adamant 
statements  to  contr-adict  them. 

Hollywood  insider-s  say  that  Disney's 
studio  chief,  Joe  Roth,  has  also  been  un 
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Chrysler  Town  &  Country  LXi 


^ERMiT  Us  To  Expand  Upon  The  Idea 

Of  a  Luxury  Car. 

The  new  Chrysler  Town  &  Country  LXi  is  proof  that  it  eye  and  slip  the  u'lnd^  It  has  a  slinky  .36  coefficient  of  dra^.  You'll 
i  IS  possible  to  make  a  luxury  of  necessity.  The  kind  of  vehicle  also  appreciate  the  convenience  of  a  driver's  side  sliding  door — 
rieed  has  become  the  kind  of  vehicle  you  want.  the  only  such  door  on  a  minivan  today. 

Chrysler  Town  &  Country  Of  course,  as  a  minivan,  Chrysler 

's  interior  pampers  you  and  your  IntToduciVlg  TJlC  All  "iNfeu^  T^'^"'"  &  Country  LXi  boasts 

engers  with  fine  leather-trivmied       (^jlTyslcT  TOWTI  &  CotiTltT^       convenience  and  practicality 


Ing  throughout.  Dual  zone  tern- 
ture  controls  ermble  the  driver  and  front  passenger  to  establish 
onalized  climate  zones.  Other  seat  positioiis  have  airflow 
ets  and,  in  the  rear,  there's  a  heater/air  conditioning  unit. 


The  interior  desigii  is  finely  finished  ivith  close  attention  to 
■  serenity:  We've  put  so  much  effort  into  noise  reduction  that 
II  hear  little  more  than  your  companions'  conversation  or  the 
s  of  the  standard  AM/FM/CD/cassette  and  ten-speal<er  Infinity 
ustic  10'"'  sound  system.  Dual  front  air  bags  [  ABS  and  a  host 
:her  safety  measures  will  also  help  preserve  your  peace  of  mind. 

Outside,  Town  &  Coimtry  LXi  is  sculpted  to  please  the 


beyond  the  aspirations  of  luxury 
cars.  Like  storage  space — pockets,  draivers,  bins,  cup  holders 
and  cargo  space — that  sedam  could  only  dream  of  More  passenger 
space  than  any  hixury  car  short  of  a  limousine.  More  cargo  volume 
than  any  inher  minivan.  Quad  Command  passenger  bucket  seats. 
And  new  removable  Easy  Out  Roller  Sears'"  on  xvheels,  with 
seatbacks  that  fold  to  form  a  flat  surface. 

Is  Chrysler  Town  &  Country  LXi  all  things  for  all  people? 
No,  hut  with  all  the  luxury  and  capability  it  offers,  it  could  be  all 
things  for  you.  If  you'll  permit  us  to  expand  upon  it  a  bit  more, 
please  call  l'SOO'4'A'CHRYSLER  for  more  informati<m. 


Chrysler  Town  &  Country 

The  Ultiinate 


tAlways  wear  your  scat  hck.  Infinity  AcoHstic  10'"  is  a  trademark  of  Infinity  Soiiml  Systems 


Ask  your  doctor  for  a  trial  of  once-a-day 

CLARITIN, 

Experience  24'hour  clear  relief  from  seasonal  nasal  allergy  symptoms: 
itchy,  watery  eyes;  itchy  palate;  runny  nose;  and  sneezing. 


without  drowsiness.  In  studies, 
the  incidence  of  drowsiness  was  similar  to 
placebo  (sugar  pill)  at  the  recommended 
dose.  Drowsiness  may  occur  if  you  take 
more  than  the  recommended  dose. 

for  24  hours.  One  dose  per  day 
provides  effective  relief  from  seasonal 
nasal  allergy  symptoms. 

with  a  low  occurrence  of  side 
effects.  Side  effects  occurred  about  as 
often  as  they  did  with  placebo  (sugar  pill). 
Most  common  were  headache,  occurring 
with  12%  of  people;  drowsiness,  8%; 
fatigue,  4%;  and  dry  mouth,  3%. 

Nondrowsy  antihistamines,  such  as 
CLARITIN®,  are  available  by  prescription 
only. 


Notify  your  doctor  of  other  medication(s) 
you  are  currently  taking. 
Consult  your  doctor  for  important 
information  concerning  this  product. 

For  a  $5.00  coupon  and  important 
free  information  about  seasonal 
nasal  allergy  relief, 


Call  1-800-305-5432  exL  66 


Once-a-day 


Claritln. 


lOmg 

TABLETS 

Clear  Relief 

Please  see  following  page  for  additional 
important  information. 
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Visit  our  Web  Site  at:  http://www.claritin.coni. 


ULAKIMN 

brand  ot  loratadine 
TABLETS 

Long-Acting  Aniihislamine 
BRIEF  SUMMARY 

(For  lull  Prescribing  Intormdlion,  see  package  insert ) 

INDICATIONS  AND  USAGE:  CLARITIN  Tablets  are  indicated  tor  the  relief  ol  nasal  and  non-nasal  symptoms  of  seasonal 
allergic  rhinitis  and  tor  the  management  of  idiopathic  chronic  urticaria 

CONTRAINDICATIONS:  CLARITIN  Tablets  are  contraindicated  in  patients  who  are  hypersensitive  to  this  medication  or  to 

diiv  o:  lis  ingrcilienls 

PRECAUTIONS:  General:  Patients  with  liver  impairment  or  renal  insufficiency  (GFR  <  30  mL/min)  should  be  given  a 
lower  initial  dose  (10  mg  every  other  day)  because  they  have  reduced  clearance  of  CLARITIN  Tablets 

Drug  Inleraclions:  Loratadine  (10  mg  once  daily)  has  been  safely  coadministered  with  therapeutic  doses  of  ery- 
thromycin, cimetidine,  and  ketoconazole  m  controlled  clinical  pharmacology  studies  Although  mcreased'plasma  concen- 
trations (AUC  0-24  hrs)  ol  loratadine  and/or  descarboethoxyloratadme  were  observed  following  coadministration  of 
loratadine  with  each  of  these  drugs  in  normal  volunteers  (n  =  2A  in  each  study),  there  were  no  clinically  relevant  changes 
in  the  safety  profile  of  loratadine,  as  assessed  by  electrocardiographic  parameters,  clinical  laboratory  tests,  vital  signs, 
and  adverse  events  There  were  no  significant  effects  on  QT^  intervals  and  no  reports  of  sedation  or  syncope  l\lo  effects 
on  plasma  concentrations  of  cimetidine  or  ketoconazole  were  observed  Plasma  concenlrations  (AUC  0-2<l  hrs)  ot  ery- 
thromycin decreased  15%  with  coadministiation  of  loratadine  relative  to  that  observed  with  erythromycin  alone  The  clini- 
cal relevance  of  this  difference  is  unknown  These  above  findings  are  summarized  m  the  following  table 

Effects  on  Plasma  Concentrations  (AUC  0-24  hrs)  ot  Loratadine  and  Descarboethoxyloratadme  After 
10  Davs  of  Coadministration  (Loratadine  10  mo)  in  Normal  Volunteers 

Loratadine  Descarboethoxvloratadine 
Erythiomvcin(500  mgQ8h)  40%  +46% 

Cimetidine  (300  mgOlD)  +103%  +6% 

Ketoconazole  (200  mgQ12h)  +307%  +73% 

There  does  not  appear  to  be  an  increase  m  adverse  events  in  subjects  who  received  oral  contraceptives  and  loratadine 
Carcinogenesis,  Mutagenesis,  and  Impairment  ol  Fertility:  In  an  18-month  oncogenicity  study  in  mice  and  a  2-year 
study  in  rats,  loratadine  was  administered  in  the  diet  at  doses  up  to  40  mg/kg  (mice)  and  25  mg/kg  (rats)  In  the  carcino- 
genicity studies,  ptiarmacokinetic  assessments  were  carried  out  to  determine  animal  exposure  to  the  drug  AUC  data 
demonstrated  that  the  exposure  of  mice  given  40  mg/kg  of  loratadine  was  3  6  (loratadine)  and  18  (active  metabolite) 
times  higher  than  a  human  given  10  mg/day  Exposure  of  rats  given  25  mg/kg  of  loratadine  was  28  (loratadine)  and  67 
(active  metabolite)  times  higher  than  a  human  given  10  mg/day  IVIale  mice  given  40  mg/kg  had  a  significantly  higher  inci- 
dence ot  hepatocellular  tumors  (combined  adenomas  and  carcinomas)  than  concurrent  controls  In  rats,  a  signilicantly 
higher  incidence  of  hepatocellular  tumors  (combined  adenomas  and  carcinomas)  was  observed  in  males  given  10  mg/kg 
and  males  and  females  given  25  mg/kg  The  clinical  significance  ot  these  findings  during  long-term  use  of  CLARITIN 
Tablets  is  not  known 

In  mutagenicity  studies,  there  was  no  evidence  of  mutagenic  potential  in  reverse  (Ames)  or  forward  point  mutation 
(CHO-HGPRT)  assays,  or  in  the  assay  lor  DI\IA  damage  (Rat  Primary  Hepatocyte  Unscheduled  DNA  Assay)  or  in  two 
assays  for  chromosomal  aberrations  (Human  Peripheral  Blood  Lymphocyte  Clastogenesis  Assay  and  the  li/louse  Bone 
Marrow  Erythrocyte  Micronucleus  Assay)  In  the  Mouse  Lymphoma  Assay  a  positive  finding  occurred  in  the  nonactivated 
but  not  the  activated  phase  of  the  study 

Loratadine  administration  produced  hepatic  microsomal  enzyme  induction  in  the  mouse  at  40  mg/kg  and  rat  at 
25  mg/kg,  but  not  at  lower  doses 

Decreased  lertility  in  male  rats,  shown  by  lower  female  conception  rates,  occurred  at  approximately  64  mg/kg  and  was 
reversible  with  cessation  of  dosing  Loratadine  had  no  effect  on  male  or  female  fertility  or  reproduction  in  the  rat  at  doses 
ot  approximately  24  mg/kg 

Pregnancy  Category  B:  There  was  no  evidence  of  animal  teratogenicity  m  studies  performed  in  rats  and  rabbits  at  oral 
doses  up  to  96  mg/kg  (75  times  and  150  times,  respectively  the  recommended  daily  human  dose  on  a  mq/m"  basis) 
There  are,  however  no  adequate  and  well-controlled  studies  m  pregnant  women  Because  animal  reproduction  studies  are 
not  always  predictive  ot  human  response,  CLARITIN  Tablets  should  be  used  dunng  pregnancy  only  if  clearly  needed 

Nursing  Mothers:  Loratadine  and  its  metabolite,  descarboethoxyloratadme  pass  easily  into  breast  milk  and  achieve 
concentrations  that  are  equivalent  to  plasma  levels  with  an  AUC,„i,/AUC(,i,,.,„u  ratio  of  1  1/  and  0  85  for  the  parent  and 
active  metabolite,  respectively  Following  a  single  oral  dose  ot  40  mg,  a  small  amount  of  loratadine  and  metabolite  was 
excreted  into  the  breast  milk  (apprpximately  0  03%  ol  40  mg  over  48  hours)  A  decision  should  be  made  whether  to  dis- 
continue nursing  or  to  discontinue  the  drug,  taking  into  account  the  importance  ol  the  drug  to  the  mother  Caution  should 
be  exercised  when  CLARITIN  Tablets  are  administered  to  a  nursing  woman 

Pediatric  Use:  Safety  and  effectiveness  in  children  below  the  age  of  12  years  have  not  been  established 
ADVERSE  REACTIONS:   Approximately  90,000  patients  received  CLARITIN  Tablets  10  mg  once  daily  in  controlled  and 
uncontrolled  studies  Placetio-controlled  clinical  trials  at  the  recommended  dose  ot  10  mg  once  a  day  varied  trom 
2  weeks  to  6  months'  duration  The  rate  ot  premature  withdrawal  from  these  trials  was  approximately  2%  in  both  the 
treated  and  placebo  groups 


REPORTED  ADVERSE  EVENTS  WITH  AN  INCIDENCE  OF  MORE  THAN  2%  IN  PLACEBO-CONTROLLED 
ALLERGIC  RHINITIS  CLINICAL  TRIALS 
PERCENT  OF  PATIENTS  REPORTING  


LORATADINE 

PLACEBO 

CLEMASTINE 

TERFENADINE 

lOmgOD 

1  mg  BID 

60  nigBlD 

n  =  1926 

n  =  2545 

n  536 

n  =  684 

Headache 

12 

11 

8 

8 

Somnolence 

8 

6 

22 

9 

Fatigue 

4 

3 

10 

2 

Dry  Mouth 

3 

2 

4 

3 

Adverse  events  reported  m  placebo-controlled  idiopathic  chronic  urticaria  trials  were  similar  to  those  reported  in  aller- 
gic rhinitis  studies 

Adverse  event  rates  did  not  appear  to  differ  significantly  based  on  age  sex,  or  race,  although  the  number  of  non-white 
subiects  was  relatively  small 

In  addition  to  those  adverse  events  reported  above,  the  following  adverse  events  have  been  reported  in  2%  or  fewer 
patients 

Autonomic  Nervous  System  Altered  lacnmation,  altered  salivation,  flushing,  hypoesthesia,  impotence,  increased 
sweating  thirst 

Body  As  A  Wtiole  Angioneurotic  edema,  asthenia,  back  pain,  blurred  vision,  chest  pain,  coniunctivitis  earache,  eye 
pain,  fever,  leg  cramps,  malaise,  rigors,  tinnitus,  upper  respiratory  infection,  weight  gam 

Cardiovascular  System    Hypertension,  hypotension,  palpitations,  syncope,  tachycardia 

Central  and  Peripheral  Nervous  System  Blepharospasm  dizziness,  dysphonia,  hyperkinesia,  migraine  paresthesia 
tremor  vertigo 

Gastrointestinal  System    Abdominal  distress,  altered  taste,  anorexia,  constipation,  diarrhea  dyspepsia  flatulence 
gastritis,  increased  appetite,  nausea  stomatitis,  toothache,  vomiting 
Musculoskeletal  System    Artnralgia,  myalgia 

Psvchiatric   Agitation  amnesia,  anxiety,  confusion,  decreased  libido,  depression,  impaired  concentration,  insomnia 
nervousness,  paroniria 
Reproductive  System    Breast  pain,  dysmenorrhea,  menorrhagia,  vaginitis 

Respiratory  System    Bronchitis,  bronchospasm.  coughing,  dyspnea,  epistaxis,  hemoptysis,  laryngitis,  nasal  conges- 
tion, nasal  dryness,  pharyngitis,  sinusitis,  sneezing 
Skin  and  Appendages    Dermatitis,  dry  hair  dry  skin,  photosensitivity  reaction,  pruritus,  purpura,  rash,  urticaria 
Urinary  System   Altered  micturition  urinary  discoloration 

In  addition  the  following  spontaneous  adverse  events  have  been  reported  rarely  during  the  marketing  of  loratadine 
abnormal  hepatic  function,  including  laundice,  hepatitis,  and  hepatic  necrosis,  alopecia,  anaphylaxis,  breast  enlargement 
erythema  multitorme,  peripheral  edema,  seizures,  and  supraventricular  tachyarrhythmias 

OVERDOSAGE:  Somnolence  tachycardia,  and  headache  have  been  reported  with  overdoses  greater  than  10  mg  (40  to 
180  mg)  In  the  event  of  overdosage  general  symptomatic  and  supportive  measures  should  be  instituted  promptly  and 
maintained  isr  as  long  as  necessary 

Treatment  'it  overdosage  would  reasonably  consist  ot  emesis  (ipecac  syrup)  except  in  patients  with  impaired  con- 
sciousness', foJiuved  by  the  administration  of  activated  charcoal  to  absorb  any  remaining  drug  If  vomiting  is  unsuccess- 
ful, or  contraini:  caied  gastric  lavage  should  be  performed  with  normal  saline  Saline  cathartics  may  also  be  of  value  tor 
rapid  dilution  ot  :i;iwel  contents  Loratadine  is  not  eliminated  by  hemodialysis  It  is  not  known  if  loratadine  is  eliminated 
by  peritoneal  dialy^i'. 

Oral  LD,|)  values  tor  loratadine  were  greater  than  5000  mg/kg  m  rats  and  mice  Doses  as  high  as  10  times  the  recom- 
mended clinical  dosC5  showed  no  effects  in  rats,  mice,  and  monkeys 


y         Schering  Corporation 
><:Aft//lo.  Kenilworlh,  NJ  07033  USA 


Copyright '0  1992, 1995,  Sih-.mq  Corporation  All  rights  reserved  Rev  9/95  18779501T-JBS 


Entertainment 


easy  with  some  of  Ovitz'  maneuvers. 
Roth,  who  was  once  Ovitz'  client  at  caa, 
is  said  to  have  bristled  as  Ovitz  circum- 
vented him  and  personally  tried  to  cut  a 
deal  with  TV  producers  Bernie  Brillstein 
and  Brad  Grey,  and  then  signed  other 
formei'  clients — actor  Sean  Connery  and 
director  Maitin  Scorcese — to  lucrative 
studio  deals.  The  studio  chief  had  previ- 
ously reported  directly  to  Eisner,  and  he 
asked  for  continued  independence  when 
Ovitz  was  hired.  To  mollify  Roth,  Dis- 
ney reorganized  his  duties  in  mid-April 
and  handed  liim  control  of  television  pro- 
duction as  well.  But  to  do  that,  Ovitz 
had  to  ease  aside  Disney  TV  chief  Dennis 
F.  Hightower,  who  retii'ed.  Ovitz  and 
Roth  declined  to  comment  for  this  aiticle. 
TEEN  TV.  Slu-ely,  some  of  Ovitz'  moves  in 
liis  new  role  as  a  Disney  e.xecutive  have 
been  successful.  He  lured  highly  re- 
gai'ded  Nickelodeon  executive  Geraldine 
Laybourne  away  from  Viacom  Inc.  in 
December  to  run  Disney's  cable  unit, 
which  includes  both  the  Disney  Channel 
and  ABC's  interests  in  Lifetime  and  the 
Arts  &  Entertainment  Cable  Network. 
She  is  e.xpected  to  launch  several  new 
cable  channels,  including  an  all-news  of- 
fering and  one  for  teens.  The  latter  is 
especially  important  to  Disney,  which 
allowed  Viacom  to  claim  the  young-adult 
audience  with  Nickelodeon  and  mtv, 
while  Disney's  smaller  pay-cable  channel 
catered  largely  to  younger  children. 

Before  taking  on  the  abc  rescue  mis- 
sion, Ovitz  had  concentrated  on  Disney's 
foreign  operations,  which  made  up  29% 
of  Disney's  $12.1  billion  revenues  in 
1995.  His' goal  is  to  get  it  closer  to  50%. 
To  help  do  that,  he  trekked  to  China 
thi'ee  times  to  explore  building  a  theme 
park  there.  Disney  doesn't  actually  own 
its  popular  Japanese  theme  park.  It  just 
licenses  the  name  to  Oriental  Land  Co. 
in  exchange  for  management  fees  and 
royalties.  Disney  badly  wants  to  open  an 
Asian  park  that  it  owns  outright. 

Ovitz  also  wants  to  spend  some  of  his 
time  on  sinaller  jirojects  that  personally 
intei'est  him,  like  jump  starting  Disney's 
interactive-game  unit  and  its  Hollywood 
Records,  which  has  yet  to  break  a  major 
act.  And  he's  pushing  for  Disney  to  pur- 
chase a  i^ro  football  team  to  play  in  Los 
Angeles.  Sound  like  his  plate  is  too  full? 
Ovitz  likes  cutting  deals,  and  liis  cuiTent 
projects  show  he  prefers  planting  a  fin- 
ger in  as  many  pies  as  possible.  But  per- 
haps his  most  important  lesson,  as  he 
leai-ns  to  run  a  public  company,  may  be 
not  to  let  a  pricey  acquisition — and  one 
of  his  biggest  businesses — run  agi'ound 
on  his  watch. 

By  Ronald  Gmver  in  Los  Angeles 
and  Elizaheth  LesUj  in  New  York 


Introducing  the  network 
compatible,  Color  Laser 
Beam  Printer  360PS. 

You  want  a  color  laser  printer  that 
stands  out.  But  it's  got  to  go  with  your 
network,  right?  Then  the  new  Color 
Laser  Beam  Printer  360PS  from  Canon 
IS  the  perfect  match  for  your  business. 

The  Canon  C  LBP  360PS  puts  all 
16.7  million  colors  of  the  rainbow  within 
your  reach.  It's  plug  'n'  play,  and  con- 
nects easily  with  Macintosh?  Windows'" 
and  UNIX  operating  systems,  plus 
Ethertalk,  TCP/IP  and  Noveir"  IPX 
networking  environments.  Innovative 
Fiery  XJ  Downloader""  and  m^m 
Spooler'"  software  give  you  WJk 
unmatched  flexibility  when  Adobe  PostScript 
downloading  PostScript'"  files  and  man- 
aging network  printing.  Which  means 
while  you  print,  your  computer  is  free  to 
go  on  to  the  next  job. 

And  because  Canon's  the  leader  in 
laser  technology,  you'll  see  vivid,  con- 
tinuous tone  color  at  blinding  speeds. 
With  the  built-in  Fiery'"  XJE'"  controller, 
fieryfl^  the  C  LBP  360PS  prints  out 
driven  3  full-color  pages  per  minute, 
with  a  resolution  of  600  dpi.  Plus,  it 
feeds  letter-or  legal-size  paper  with  a 
capacity  of  up  to  600  sheets.  In  fact,  the 
C  LBP  360PS  makes  color  printing 
so  efficient,  it  can't  help  but  make  you 
look  good. 

So  if  you're  looking  for  a  high- 
quality,  color  laser  printer  to  go  with  your 
network,  we  have  the  system  that  is 
the  solution.  The  C  LBP  360PS  from 
Canon.  For  more  information,  just  call 
1  -800-OK-CANON.  Or  visit  us  on  the 
Web  at  http://www.usa.canon.com 
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CAR  RACING 


GENTLEMEN.  START 
YOUR  GRUDGE  MATCH 


Behind  the  bitter 
feud  that's  pitting 
the  Indy  500  against 
the  new  U.S.  500 


Suppose  the  Super  Bowl  was  being 
played  by  a  bunch  of  eager 
benchwarmers  while  the  super- 
stars passed  the  pigskin  at  a  rival 
stadium.  Well,  that's  what's  about  to 
happen  at  the  Indianapolis  500. 

On  Memorial  Day  weekend,  a  clash 
of  power  and  egos  will  tm'n  perhaps  the 
world's  most  famous  auto 
race  into  a  contest  of  mostly 
rookies.  And  just  two  hows 
after  the  gi'een  flag  falls  in 
Indianapolis,  Bobby  Rahal, 
Michael  Andretti,  Emerson 
Fittipaldi,  Al  Unsei'  Jr.,  and 
other  big-name  drivers  will 
be  roaring  around  the  fti'st 
lap  of  Indy's  spanking  new 
rival,  the  U.S.  500,  at 
Roger  Penske's  Micliigan  In- 
ternational Speedway.  At 
stake  is  more  than  the  tro- 
phies the  winners  wdU  clutch 
to  their  grimy  jumpsuits: 
Hunth'eds  of  millions  in  cor- 
porate dollars  will  be  riding 
on  which  race  grabs  the 
most  attention. 

How  did  the  Indy  crack- 
up  happen?  It's  the  culmi- 
nation of  a  long  battle  for 
control  of  the  sport  that 
has  pitted  the  headstrong 
president  of  Indianapolis 
Motor  Speedway,  Tony 
George,  against  the  frac- 
tious band  of  wealthy  businessmen  and 
ex-racers  who  own  IndyCar  teams. 
Tliey  include  automotive  tycoon  Penske, 
auto  importer  C'arl  Haas,  who  co-owns  a 
team  with  Paul  Newman,  and  cellular- 
phone  magnate  Bruce  MeCaw.  When 
George  set  new  qualifying  rules  for  the 
Indy  500  that  owners  said  would  shut 
them  out,  they  launched  their  own  race. 
Of  'ourse,  the  big  risk  is  that  while 


the  two  camps  feud,  disillusioned  fans 
and  sponsors  will  tum  to  other  sports. 
In  the  wake  of  the  baseball  and  hockey 
strikes,  IndyCar  owners  are  painfully 
aware  that  Americans  are  fed  up  with 
rich  athletes  and  even  richer  owners 
squabbling  over  money  and  whining 
about  theii'  rights.  "It  is  potentially  veiy 
damaging,"  concedes  Andrew  Craig, 
who  runs  Championship  Auto  Racing 
Teams  (cart),  the  owner  group.  Still, 
others  contend  that  two  races  double 
viewers'  options.  Says  media  buyer  Paul 
Schulman  in  New  York:  "This  is  just  a 
feast  for  motor-sports  fans." 

Sponsors,  who  kick  in  hundreds  of 


GEORGE  AND  HIS  BRICKYARD:  Not  lung  can  replace  the  tradition 


thousands  of  dollars  to  see  their  com- 
pany names  plastered  on  race  cars  and 
speedway  walls,  have  been  caught  in 
the  crossfire.  "It  becomes  a  situation 
where  two  wairing  parties  are  saying, 
'You're  with  us  or  against  us,' "  says 
Mark  Coughhn,  director  of  motor-sports 
marketing  at  Valvoline  Inc.,  a  unit  of 
Ashland  Inc.  that  was  attempting  to 
sponsor  both  races.  "If  it  lasts  a  long- 


time, you  won't  see  suppliers  willing  tc 
get  braised  in  tliis  fight."  Indeed,  Valve 
line  has  withdrawn  as  Indy's  official  oi 
and  fuel  supplier,  ending  a  29-year  tie. 

Toyota  Motor  Corp.  was  banking  oi 
making  a  splash  when  it  spent  $40  mil 
lion  to  develop  a  2.65-liter,  tiu-bochargec 
engine  for  IndyCars.  But  as  the  figh 
with  CART  escalated,  George  changec 
Indy's  engine  rules  for  1997,  making 
Toyota's  new  engine  obsolete  there.  So 
Toyota  is  selling  engines  to  cart  anc 
sponsoring  the  Michigan  race.  "We're 
not  going  to  throw  that  money  dowi 
the  toilet  and  start  over,"  says  Johr 
Koenig,  Toyota's  motor-sports  manager 
Fifteen  other  major  spon 
sors  are  following  theii 
teams  to  the  U.  S.  500,  too 
DIXIE  BREAKOUT.  If  Indy 
Car's  popularity  sputters 
stock-car  racing  is  in  a  gooc 
position  to  lap  it.  NASCAI 
has  been  expanding  its  au 
dience  with  races  outsidf 
its  SoutheasteiTi  base.  This 
year,  ratings  for  early  races  r 
held  by  cart  and  George's 
new  Indy  Racing  League 
(IRL)  were  anemic,  nascar's 
Daytona  500  racked  up  £ 
9.2  rating,  meaning  9.2%  a 
all  U.  S.  households  wit! 
TVS  were  tuned  in,  up  fron 
7.8  the  year  before.  Anc 
while  cart  and  the  IRI 
bicker,  nascar — long  deridl 
ed  as  a  downmarket,  redl 
neck  circuit — is  broadening 
its  sponsor  ranks  to  includt' 
the  likes  of  Tide  detergen 
and  the  Cartoon  Network,  otn: 
NASCAR  already  leads  ii^^^i 
the  dollar  derby,  but  Indy 
Cai-  is  no  slouch.  IndyCar  i-acing  pulls  ii 
hundreds  of  millions  in  sponsorships  ,si 
advertising,  ticket  sales,  TV  revenues 
merchandise,  tourism,  and  investmenti 
in  high-tech  engines  and  chassis,  cart': 
annual  coiporate  sponsorships  alone  ad(  ~ 
up  to  .$331  million,  according  to  /£/(- 
Sponsorship  Report,  a  Chicago  newslet 
ter,  and  the  irl  is  ah-eady  up  to  $2( 
million  in  sponsorships.  As  cart  atteij ' 
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MPUTING  WITHOUT  LIMIT 


^IfOUR  PEOPLE  HAVE  ALL  THE  LATEST 


productivity  software.  so  why  aren't 
^  :     They  being  More  Productive? 


VPt*  You  could  hire  superhuman  workers,  load  their  computers 
with  powerful  software,  and  CLit  then'  lunch  hour  m  half.  Rut 
without  enough  memory,  they  still  won't 

iroductive.  Thats  hecause  today's  high- 

irmance  software  demands  more  memory. 

irding  to  a  recent  study  in  PC  Comlnmnf^, 

mory  upgrade,  eomhincd  with  the  latest  sott- 

,  saved  the  average  employee  up  to  1 1  S  hours  a  year.  Of  course,  nor  just 

"nemory  will  do.  You  need  the  one  that's  used  hy  more  Fortune  500 


companies  than  any  other  hrand:  Kingston!  We  make  customized  memory 
for  almost  every  PC,  server,  printer,  and  workstation  out  there.  Anil  to 
gtiarantee  reliahility,  we  test  every  cell  on  ev  ery  chip  on 
every  module.  (On  a  16  megahyte  module,  that's 
128  million  cells.)  One  more  thing:  Our  memory 
costs  up  to  SO''ii  less  than  the  system  m.mufacturer's 
hrand.  To  fiiitl  out  how  much  \ihi  can  sa\'e,  lust  k.al 
toll-free  numher:  (800)  567-0401.  Now 
that's  heing  pruiliictive,  don't  you  think.' 


Kinastoil 

A  m.TECHNOLCJRY  CORPORATION 


more  injormaiion  call  us  at    (800)   567-040  1 


Visit  Dur  Weh  .site:  h  1 1  p  :  I  /  u<  w  w  .  k  i  n     t  <in  .  c  om  I  hw  .  h  t  m 


on  Tcchniilosy  C„rpiir.ition,  17<iOO  Ncwh.ipc  Srn-L-t,  Fuiintain  V.illiy,  CA  9270K  USA.  (714)  4!i-2A00,  F.ix  (714)  4ii-26i)9  ci  \Wb  KiiiK^lon  Ti-l llni.l..j;y  Cor|iur.innii.  All  nuhts  rtvrvcj 
Kint;ston      .i  registered  tr.ijem.irk  nl  KiniiMnn  Tech  rut  lot;  v  t.'Drpnr.irinn   ,M  I  ntli  e  r  rei^  i  sr  e  re  J  t  r.lde  ni.i  r  l<  s  ;ire  the  prope  r  I  v  nt  their  re  ^pee  1 1  \  e  nwne  t  n. 
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dance,  excluding  the  Indy  500,  has 
grown — up  55%  since  1989,  to  2.3  million 
last  year — so  has  its  sponsor  base. 
Alongside  the  traditional  beei;  cigarette, 
and  oil  companies  are  such  retailers  as 
Ti"ue  Value  Hai'dware  and  such  apparel 
makers  as  No  Fear.  Besides  cart's 
widening  popularity,  sponsors  ai-e  drawn 
by  the  IndyCar's  primary  audience  of 
young,  white,  middle-class  males. 

Where  that  audience  will  be  on  May 
26  is  anybody's  guess,  but  Indianapolis  is 
ah'eady  feeling  the  effects  of  the  feud. 
Usually,  the  Memorial  Day  weekend  race 
and  monthlong  time  trials  and  festivities 
that  precede  it  pour  upwai-ds  of  $40  mil- 
lion into  the  city.  Ah-eady,  the  first  week- 
end of  qualifying.  May  11-12,  was  unusu- 
ally quiet.  By  midmonth,  more  than  20 
local  hotels  still  had  vacancies  for  Memo- 
rial Day  weekend,  vs.  9  a  year  earlier. 

The  financial  impact  on  the  Speed- 
way is  harder  to  gauge.  George's  pri- 
vately held  Hulman  &  Co.,  doesn't  dis- 
close its  race  revenues.  Despite  the 
boycott,  though,  this  year's  take  should 
be  healthy,  even  if  some  fans  are  no- 
shows.  Tickets  for  the  race  sold  out  al- 
most a  year  ago.  And  the  speedway 
lined  up  corpoi'ate  sponsors  and  sold 
broadcast  rights  to  abc  before  talks 
with  CART  spun  out  of  control. 
NEW  RECORD.  Indy  officials  vow  this 
year's  race  won't  disappoint,  as  fans  get 
a  chance  to  see  exciting  new  talent. 
Ttxie,  the  field  includes  a  record  22  rook- 
ies. Better-known  drivers  such  as  Ai'ie 
Luyendyk  and  Roberto  Guerrero  will 
share  the  track  with  ex-rodeo  cowboy 
Brad  Murphey,  Formula  One  veteran 
Michele  Alboreto,  and  Johnny  Unser, 
Al  Jr.'s  cousin.  And  Scott  Brayton's 
record  233.718  mph  qualifying  time 
bodes  well  for  a  fast  race. 

Still,  the  unseemly  backbiting  be- 
tween George  and  cart  can  hardly  be 
what  Indy  promoters  mean  when  they 
boast  of  "the  greatest  spectacle  in  rac- 
ing." The  ft-acas  revved  up  in  1991  after 
George  failed  in  an  attempt  to  wrest 
control  of  Indy  racing  from  the  high- 
octane  owners  who  have  held  sway  over 
the  sport  for  almost  two  decades. 
Geoi'ge  had  assumed  control  two  years 
before,  at  age  30,  of  the  speedway  that 
his  gi-andfather,  Anton  Hulman,  had 
built  into  a  motor-sports  mecca.  George 
envisioned  an  Indy  circuit  run  only  on 
U.  S.  oval  tracks  and  dominated  by 
American  drivers.  That  put  him  on  a 
collision  coui'se  with  cart's  owners,  who 
had  steered  IndyCars  onto  a  circuit  that 
included  Australia,  Brazil,  and  Canada 
and  layouts  varying  from  road  courses 
to  ovals.  When  cart  i-epeatedly  snubbed 
George's  proposals  to  trim  IndyCar's 


exorbitant  engine  costs  and  level  the 
playing  field,  he  stalled  his  own  league. 

Then,  last  summer,  the  black  flag 
dropped  at  Indy.  George  announced  he 
was  reselling  25  of  Indy's  33  slots  for 
IRL  racers.  Since  cart's  schedule  keeps 
most  of  its  teams  out  of  irl  races,  they 
would  only  be  eligible  to  vie  for  the  few 
remaining  slots.  Grouses  team  owner  and 
ex-(biver  Jim  Hall:  "I  don't  think  it  reaUy 
makes  sense  for  25  owners  to  go  and 
spend  a  month  at  the  Indianapolis  Motor 
Speedway  busting  their  butt  to  tiy  to 
get  into  eight  places."  In  December,  cart 
said  it  was  taking  its  cars  and  stomping 
off  to  Penske's  Brooklyn  (Mich.)  track. 


U.  S.  500,  has  sold  out  the  ad  time  fc 
an  estimated  $35,000  per  30-second  sloi 
The  upstart  race  is  expected  to  reac 
about  half  as  many  viewers  as  Indy. 

Wliere  will  it  all  end?  Hall  predicts 
downward  spiral  for  Indy:  "If  they  ru 
a  lot  of  second-class  cars  with  seconc 
class  drivers  for  very  many  years,  nt 
body  is  going  to  go  there  anymore. 
George  retorts  that  Indy  has  weatl 
ered  other  stniggles,  including  a  thi'eal 

ened    boycott  by   

owners  and  drivei-s  AT  PENSKE'S 
in    1947.    "There's  OVAL:  Emerson 
an  80-year  history  Fittipaldi  votes 
we're  talking  about,  ivith  his  foot 
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PRIZES/  FANS     BIG-NAME  DRIVERS  SPONSORS 


IT 


Indianapolis  500, 

Indianapolis  Motor 
Speedway,  noon, 
May  26  (ABC) 


$8  million 
purse 
400,000 
capacity 


Arie  Luyendyk 
Tony  Stewart 
Roberto  Guerrero 


Nissan,  Oldsmobile, 
True  Value  Hard- 
ware, Champion 
spark  plugs,  Coors 


DATA;  CHAMPIONSHIP 
AUTO  RACING  TEAMS, 
INDY  RACING  LEAGUE 


U.S.  500,  Mictiigan  $3.6  million  Miciiael  Andretti  Toyota,  Mercedes, 

International  purse  Emerson  Fittipaldi  Texaco,  No  Fear, 

Speedway,  2  p.m.,  100,000  Bobby  Rahal  Target,  Marlboro, 

May  26  (ESPN)  capacity  Miller,  Budweiser 


Despite  numerous  efforts  to  negotiate 
a  tnice,  the  fracas  seemed  to  be  getting 
fiercer.  On  May  6,  the  irl  sued  cart 
in  federal  court  to  block  the  defectors 
from  using  the  IndyCar  name.  Huffs 
George:  "cafit  continues  to  trade  on  our 
good  name  at  the  same  time  it  maligns 
us  and  the  Indy  Racing  League  and 
boycotts  our  race." 

A  TRUCE?  On  May  26,  the  nibber  meets 
the  road.  Sponsoi's  will  scrutinize 
turnout  and  T\'  i-atings  for  both  races  to 
gauge  fan  loyalty.  With  many  big  spon- 
sors defecting  to  the  U.  S.  500,  ad  rates 
for  ABc's  Indy  broadcast  have  dipped 
to  $160,000  for  a  30-second  spot  from 
$200,000  last  year,  says  one  major  media 
buyer.  Still,  abc  on  May  10  paid  an 
undisclosed  sum  for  the  rights  to  broad- 
cast IRL  races,  including  the  Indy  500, 
through  1999.  espn,  which  will  air  the 


and  it  hasn't  always  been  peaches  an 
cream.  If  none  of^  these  owners  eve 
come  here  again ...  in  two,  three,  or  fiv 
years,  people  will  forget  about  [them] 

Worried  outsiders  hope  that  afte 
sideswiping  one  another  on  Memoria 
Day,  the  two  sides  will  patch  up  thei 
differences.  Tom  Floyd,  senior  vice-pres 
ident  for  marketing  at  Houston-base' 
Pennzoil  Co.,  a  sponsoi'  of  both  races,  i 
an  optimist:  "It's  hard  for  me  to  believ- 
this  polarized  activity  is  going  to  cor 
tinue  into  the  future."  But  Craig  calls 
reconciliation  "very,  very  unlikely." 

In  the  end,  though,  it  will  be  the  fan 
and  sponsors  who  decide  what  real! 
coimts.  Is  it  the  ti'adition  of  Indy,  wher 
most  of  the  sport's  celebrities  mad' 
their-  names?  Or  is  it  the  cars  and  stars 

By  Kathleen  Kerwin  i)i  Detroit  am 
Bill  Koenig  in  Indianapolis 
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A  Record  1995  —  And  Climbing 


T- 111-  Et|intalik-  Couipiinri'.'.  Iiiriu'il  in  ;i  ivcoi  J  pei foiin.inn'  rn  H)t^f>  —  witli  c:unin(J,s, 
a.sset.v  under  management  and  total  capital  all  reacliing  new  liit;li,>..  And  our  pro6pes\ 
continues  in  witli  just  reported  first  quarter  earnings  up  ()3"/or  tlie  i5tli  consecutive 

cjuarter  tliat  results  liave  exceeded  tlie  prior  years.  A.ssets  under  managemenl  rose  hy  $iy 
tillion  durint;  die  tju;uter  to  a  new  record  ol  $212  billion.  Tliats  momentum.  And  tliat's  not  all. 
Our  glolial  partner,  AXA,  gives  us  growing  opportunities  internationally.  And,  all  our  companies 
are  leaders,  strongly  positioned  tor  tlie  future: 

Ec[uitaljle  Life 

One  of  the  nations  largest,  most  trusted  nmnes  in  tinanci.d  services.  EcjuitalJe  Life  is  marketing  products  and  services 
lo  tlie  rapidly  expanding  retirement  .savings  nuu-ket  tlirougli  one  ol  tke  kest-trained  sales  organizations  in  tke  industry.  And, 
live  upgrades  in  its  claims-paying  ratings  in  199.'!  put  Equitakle  Lif-  in  i ovetcd  "AA"  rans;e. 


Witk  more  dian  bill  IC 


Alliance  Capital  Alanagement 


lion  under  management.  Alliance  is  one  ol  tke  worlds  largest,  most  kroadly  diversilied, 
money  managers.  It  manages  pension  funds  for  Fortune  Soo  companies,  and  a  liost  of  otker  klue-ckip  clients.  All  lance 
.ilso  kas  2  million  individual  cuslomcrs  tliroiigli  its  killion  and  tfiownnJ  mutual  fund  kusiness. 

Donaldson,  Lufkin  &  Jenrette 

One  of  tke  elite  firms  on  Wall  Street,  DLJ  now  kas  more  tkan  $-2A-,  killion  in  total  capital  and  is  strongly  positioned 
for  tke  future.  Its  well  balanced  operations  include  investment  and  merckant  kanking,  sales  and  tradini;  in  ei|uity  and 
fixed-income  markets,  institulion.d  lesearck,  correspondent  krokera(Je  services  and  investment  maii.i(Jenu-nl. 

Equitatle  Real  Estate  Investment  M.anagfement 

Ranked  as  tke  kirgest  manager  of  tax-exempt  a.ssets  invested  in  real  estate,  Equitakle  Real  Est.itc  lu.inatjes  over  ^$25 
killion.  Its  expertise  and  capakilities  span  every  major  U.S.  real  estate  nuu-ket. 

So,  look  us  up.  We're  listed  on  tke  NYSE  under  die  ticker  synikol  "V.Qf.    Or,  write  for  ,1  >  opy  ol  oui  new  annual 
report  at:  Tlie  Ecjuitakle  Companies,  Dept.  A,  787  Seventk  Avenue,  New  York,  NY  10019. 
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AIRLINES 


THE  RIGHT  PLACE, 
THE  RIGHT  TIME 

Lucky  or  smart,  CEO  Bethune  has  Continental  climbing 


Gordon  M.  Bethune,  chief  execu- 
tive of  Continental  Airlines  Inc., 
knows  how  it  feels  to  be  down. 
He  recalls  a  day  in  .Januaiy,  1995, 
when  Continental  was  so  strapped  for 
cash  that  it  asked  Boeing  Co.  to  wire- 
transfer  nearly  $oO  million  in  aircraft 
deposits  that  Boeing  had  agreed  to  re- 
turn. The  mail  would  take  too  long. 

These  days,  though,  Bethune  is  rel- 
ishing a  lofty  van- 
tage point.  Conti-  ^ 
nental  has  posted 
record  profits  for 
the  last  four  quar- 
ters, built  a  $650 
million  cash  cushion, 
and  climbed  from 
worst  to  nearly  first 
in  rankings  for  on- 
time  performance 
and  baggage  han- 
dling. Not  bad  for  a 
company  that  twice 
filed  for  bankrupt- 
cy. True,  many  air- 
lines are  flying  high, 
thanks  to  a  healthy 
economy  and  high- 
er fares.  But  Conti- 
nental's first-quar- 
ter margins  were 
among  the  indus- 
try's best.  For  the 
year,  PaineWebbei- 
Inc.  analy.st  Samuel  ( '.  liulii-icl;  cxijcct 
Continental's  earnings  to  double,  to  $o90 
million,  on  about  .$6.3  billion  in  revenue, 
up  roughly  9%.  The  stock,  in  the  mid- 
teens  when  Bethune  took  over  a  year 
and  a  half  ago,  is  now  trading  at  about 
55  (chart,  page  76). 

"BY  DEFAULT."  For  Bethune,  .54,  a  vet- 
eran of  such  deftmct  earners  as  Braniff, 
Western  Air  Lines,  and  Piedmont  Air- 
hnes,  Continental's  pj-esent  altitude  is 
sweet  vindication.  When  Robert  R.  Fer- 
guson III  was  forced  out  as  ceo  in  late 
October,  1994,  Chairman  David  Bonder- 
man  wanted  to  name  Bethune  interim 
chief  and  keep  looking  around.  Bethune 
was  known  as  a  good  operator  but  was 


considered  weaker  on  strategy  and  fi- 
nance, and  he  had  been  with  Continental 
less  than  a  yean  But  Bethune  would 
not  do  the  job  without  the  title,  and 
Continental  was  too  troubled  to  endure 
a  search.  "By  default,  I  got  that  job," 
says  Bethune,  with  his  usual  bluntness. 

Certainly,  he  made  the  most  of  being 
in  the  I'ight  place  at  the  right  time.  In 
fact,  critics  say  that's  the  secret  of  his 


HELLRAISER:  Sunn  success.  Cui'l'ent 
object  to  Beth uue'.s  and  former  man- 
brash  sti/le — but  agers  say  Bethune 
)iot  to  his  results  wasn't  a  leader  in 
creating  the  re- 
structuring plan  that  slashed  20%  of  ca- 
pacity, renegotiated  biutlensome  aircraft 
leases,  and  killed  a  disastrous  low-fare 
operation.  Continental  Lite.  Some  for- 
mer executives  say  he  cautioned  against 
the  capacity  cuts,  which  were  pushed 
by  Bonderman  and  ally  Jonathan  Orn- 
stein,  who  foiTnerly  headed  affiliate  Con- 
tinental Expr-ess.  "To  this  day,  I  still 
don't  think  [Bethune]  knows  why  Con- 
tinental is  successful,"  says  shareholder 
Jay  H.  Lustig,  president  of  Equibond 


Inc.  Bethune  says  his  concern  was  to! 
make  sui'e  Continental  didn't  lose  rev 
enue  faster  than  it  cut  costs. 

What  Bethune  has  brought  to  Conti 
nental  is  a  single-minded  focus  on  im 
proving  operations.  "We  had  a  crappy 
product,  and  we  were  tiying  to  discount 
ourselves  into  profitability,"  he  says. 
"Nobody  wants  to  eat  a  ci-ummy  pizza, 
no  matter  if  it's  99^."  From  last  place 
the  year  earlier.  Continental  has  risen  t 
third  among  the  10  biggest  can'iers  i 
on-time  performance  for  the  12  month 
ended  in  March.  Formerly  No.  10  i 
baggage  handhng,  it's  now  No.  2.  Cus 
tomer  complaints  have  fallen  more  tha 
60%.  Says  Bonderman,  whose  investo 
group  controls  52%  of  voting  power  a 
Continental:  "What  Gordon  has  brough 
is  a  gi'oup  of  guys  who  are  super  goo 
at  running  the  airline." 

Whoever  plotted  the  turnaround- 
and  Bethune  insists  he  and  Chief  Opei  - 
ating  Officer  Gregory  D.  Brennemanl|i 

BETHUNE'S  MANY  STOPS 

1958-78  U.S.  Navy 

1979-82  Braniff  Airways,  produc- 
tion-control director,  engine-mainte- 
nance manager 

1982-84  Western  Air  Lines,  engineer- 
ing and  maintenance  vice-president 

1984-87  Piedmont  Airlines,  senior 
vice-president  of  operations 

1987-  88  PHH  Group,  president, 
aviation  division 

1988-  94  Boeing,  various  jobs 
including  general  manager,  Commer- 
cial Airplane  Group's  Renton  Div. 

FEB.  1994  Continental  Airlines, 
president  and  COO 

NOV.  1994  Named  CEO 


whom  he  recruited  from  consultant 
Bain  &  Co.,  did  much  of  it  at  Bethune's 
dining-room  table — no  one  denies  that 
Bethune  has  executed  it  deftly  and  skill- 
fully conveyed  its  goals  to  employees, 
"The  world  is  full  of  people  with  great 
ideas  who  can't  get  s —  accomplished/' 
says  Bethune.  "That's  the  only  reason  I 
ever  got  the  next  job  offer:  The  world's 
looking  for  people  to  get  things  done.'' 
Bill  Boirelli,  a  vice-president  of  Conti 
nental's  pilots'  union,  says  he  has  heard 
lots  of  CKOs  make  promises.  "To  his 
credit,  Bethune's  the  first  guy  who's 
produced  results,"  he  says.  "Whether 
he's  good  or  lucky,  I  don't  know." 
Known  for  his  broad  grin  and  fre- 
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[  Warning:  Side  effects  include 
acute  feelings  of  euphoria. ] 


[ Riviera  by  Buick] 


m  by  Buick:  No  other  luxury  coupe  provides  sucti  a  personal  expression  of  power,  confidence  and  control.  With  its  head-turning  design  and  supercharged 
-hp  engine,  Riviera  can  do  wonders  for  your  state  of  mind.  For  all  the  details  of  this  limited-time  lease,  see  your  local  Buick  dealer.  Or  call  1-800-4-RIVIERA. 

).00  per  month  lor  30  months  $1 ,995,00  DOWN  PAYMENT.  $2,844  00  due  at  lease  signing  (first  month's  payment  of  $399  00,  plus  $450  00  refundable  security  deposit,  plus  down  payment)  Taxes,  license,  title  lees,  and 
ince  extra,  GMAC  must  approve  lease.  Example  based  on  a  '96  Buick  Riviera  1SE  package,  leather  bucket  seats,  3800  Series  II  Supercharged  engine,  Astrorool,  CD  player,  and  heated  memory  seats,  $35,050  00  MSRP, 
ling  destination  charge.  Monthly  payments  total  $11,970,00,  Payments  may  be  higher  in  Alabama,  California,  Connecticut,  Hawaii,  New  York,  Rhode  Island,  Texas,  and  Virginia  Option  fo  buy  at  lease  end  for  price 
Tiined  at  lease  signing.  Mileage  charge  of  $  1 5  per  mile  over  30,000  miles.  Lessee  pays  for  excess  wear  You  must  take  retail  delivery  out  of  dealer  stock  by  June  1 , 1 996,  See  your  participating  dealer  for  qualification  details. 
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No  idea 
was  ever  born  inside 
a  shirt  pocl<et. 
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There's  work  to  be  done. 


([uent  profanity,  Bethune  has  brought  a 
new  flavor  to  employee  rehitions.  While 
Fei'gTison  often  seemed  aloof  to  the  rank 
and  file  and  was  knowTi  to  publicly  hu- 
miliate managers;  Bethune,  a  licensed 
pilot  and  mechanic,  enjoys  mbbing  shoul- 
ders with  workers.  A  20-year  Navy  vet- 
eran, he  sprinkles  his  speech  with  aii'line 
analogies  and  folksy  aphorisms.  His  salty 
language,  he  concedes,  sometimes 
prompts  complaints.  A  former  manager 
recalls  his  drawing  fii-e  for  a  lewd  anal- 
ogy comparing  Continental  to  a  beautiful 
woman  with  a  pimple  on  her  behind. 
"It's  difficult  to  have  everybody  like 
everything  you  do," 
Bethune  says.  "I  don't 
know  anybody  that's  per- 
fect and  doesn't  have  a  zit 
somewhere." 

BONUSES.  To  inspire 
workers,  Bethune  last 
year  instituted  a  monthly 
bonus  for  placing  in  the 
top  five  in  on-time  rank- 
ings. Now  he's  shooting 
for  third  place  or  better. 
Every  worker  below  se- 
nior management  pockets 
an  extra  $65  any  month 
the  airline  hits  the  target, 
$100  if  it's  No.  1.  An  incentive  plan  for 
the  20  top  executives,  which  can  equal 
up  to  125%  of  salary,  pays  off  quarter- 
ly— but  only  if  the  whole  group  meets 
its  budget  targets. 

Wlien  he  took  over,  Bethune  dumped 
50  of  Continental's  top  61  officers  and 
re{3laced  them  with  about  20  of  his  own 
recruits.  That,  his  cocky  style,  and  his 
bashing  of  prior  managers'  "brain-dam- 
aged" thinking,  have  won  him  enemies. 
Says  a  former  executive:  "He's  a  preen- 
er.  He  has  to  be  the  big  peacock." 

Certainly,  Bethune  has  reasons  to 
brag.  He  has  come  a  long  way  since 
quitting  school  to  join  the  Navy  at  17. 
The  second  of  three  boys,  he  was  raised 
in  Austin,  Tex.,  by  his  divorced  mother. 
Pearl,  an  encyclopedia  saleswoman.  He 
rarely  saw  his  father,  who  ran  a  crop- 
dusting  business  in  Hernando,  Miss.  But 
that's  where  he  learned  to  fly,  piloting 
the  Piper  Cubs  used  to  dust  cotton. 

Wliile  in  the  Navy,  Bethune  mastei'ed 
aircraft  maintenance.  He  also  married 
twice.  He  and  second  wife  Tommy  Jean 
("T.  J.")  have  been  married  24  years. 
While  they  I'aised  three  sons — includ- 
ing one  each  from  their  prior  mar- 
riages— Bethune  took  night  classes  to 
finish  high  school,  then  attended  five 
colleges  on  his  way  to  a  degi-ee  in  gen- 
eral studies  from  Abilene  Christian  Uni- 
versity in  1982.  When  he  left  the  Navy 
in  1978,  he  planned  to  study  law  but 
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changed  course  when  a  buddy  at  Brai 
iff  offered  him  a  maintenance  job.  Afte 
Braniff  folded,  he  pursued  maintenanc 
and  operations  jobs  at  Western  an 
Piedmont  before  joining  Boeing  in  198( 
There,  he  was  a  rarity — an  outside 
hii'ed  as  a  vice-president,  first  of  cus 
tomer  service  and  later  of  the  Con 
mercial  Airplane  Group's  Renton  Div 
which  makes  737s  and  757s.  Manager 
say  he  helped  focus  Boeing  on  cus 
tomers,  improving  response  time  fc^ 
shipjing  paiis  and  creating  a  30-da| 
program  to  acquaint  executives  wit 
flying  and  maintaining  planes.  Eve 
now,  Bethune,  who  is  li 
censed  to  fly  the  757  an 
767,  occasionally  takes  de 
livery  of  new  Boeing  aii 
craft  and  flies  them  t 
Houston. 

By  the  time  Fergu 
son — who  knew  him  ft'or 
Braniff — called  to  offe 
him  a  job,  Bethune  wa 
tired  of  Boeing's  bureau 
cracy.  Even  though  he'i 
join  Continental  as  secon 
in  command,  "the  copilo 
gets  to  fly  the  airplan 
sometime,"  says  Bethune 
But,  he  laughs,  "I  didn't  know  both  en 
gines  were  failing." 

Within  months  of  joining,  in  Julj 
1994,  he  says,  he  was  offered  the  No.: 
job  at  United  Airlines  Inc.  Continent? 
held  on  to  him  with  a  $1.5  million  bonui 
an  $800-a-month  cai"  allowance  (he  diivei 
a  silver  Porsche),  a  board  seat,  and  co 
trol  of  marketing.  The  bonus  angere^ 
pilots  then  in  contract  talks  but  Bethuni 
says:  "That  was  a  bargain,  because  [Con 
tinental  was]  dying.  You  didn't  see  a  bij 
long  line  of  guys  wanting  to  take  thii 
job,  did  you?"  Last  year,  Bethime  eaiTie( 
$1.1  million  in  salary  and  bonuses. 

Many  believe  Bethune's  ti-ue  test  lie![||j, 
ahead,  in  an  inevitable  industiy  down 
turn.  Continental's  balance  sheet  is  stil 
highly  leveraged.  It  must  spend  bilhoni 
in  coming  years  to  modernize  its  fleet 
And  labor  costs  are  likely  to  rise  as  pi 
lots,  who  earn  at  least  20%  less  thai|'(j, 
counterparts  at  biggei'  livals,  push  foi 
raises  in  1997  talks.  The  thi-eat  from  low 
fare  rivals  will  undoubtedly  grow,  too 
Will  these  challenges  be  Bethune's  un- 
doing? "One  of  the  biggest  mistakes  yoi 
can  make  is  to  undei-estimate  Gordor 
Bethime,"  says  Thomiis  E.  Schick,  a  Boe 
ing  executive  vice-president  who  workec 
with  him  at  Piedmont.  If  Bethune  piloti 
Continental  safely  through  the  heavj 
weather,  even  critics  will  find  it  hard  tc 
credit  his  success  to  luck  or  timing. 

By  Wendy  Zellner  in  Housfor 


Jur  Business  Is  Helping  Yours 
See  More  Clearly 
Than  The  Competition. 

Both  you  and  your  competition 
have  similar  goals  in  sight.  And 
wh  o  gets  there  first  will  depend 
on  who  has  a  sharper  vision  of 
the  future. 

GE  Capital  Services  can  help 
you  provide  your  customers  with 
more  value- giving  you  the 
competitive  edge.  Like  helping  a 
major  auto  company  develop  a 
nationwide  leasing  program 
ithin  60  days,  which  involved  the  successful  training  of  54  dealers.  Or  helping  a  membership  warehouse 
ub  achieve  groivth  through  sales  while  allowing  commercial  customers  to  buy  on  credit  for  the  first  time. 

At  GE  Capital  Services,  were  26  diversified  businesses.  Each  one  is  dedicated  to  developing  and  deliveririg 
vducts  and  services  that  help  you  see  opportunities  before  the  competition.  Give  us  a  call  at  1-800-243-2222. 
nd  see  what  the  competition  cant. 

GE  Capital  Services 

Our  Business  Is  Helping  Yours 


AMERICOM   •   AUTO  FINANCIAL  SERVICES   •   AVIATION  SERVICES  •   COMMERCIAL  EQUIPMENT  FINANCING   •   COMMERCIAL  FINANCE 
COMMERCIAL  REAL  ESTATE  FINANCING  AND  SERVICES  •  CONSOLIDATED  FINANCIAL  INSURANCE  •  CONSUMER  FINANCIAL  SERVICES 
EMPLOYERS  REINSURANCE  CORPORATION  •  EQUITY  CAPITAL  GROUP  •   FINANCIAL  GUARANTY  INSURANCE  COMPANY  •   FLEET  SERVICES 
GE  CAPITAL  HAWAII  •  GENSTAR  •  GLOBAL  CONSUMER  FINANCE  •  GLOBAL  PROJECT  &  STRUCTURED  FINANCE  •  GNA  •  MODULAR  SPACE 
MORTGAGE  INSURANCE  •  MORTGAGE  SERVICES  •  PENSKE  TRUCK  LEASING  •  RAILCAR  SERVICES  •  RETAILER  FINANCIAL  SERVICES 
TECHNOLOGY  MANAGEMENT  SERVICES  •  TIP/TRANSPORT  INTERNATIONAL  POOL  •  VENDOR  FINANCIAL  SERVICES 


A  Lot  Of  Computers  Claim  To 
Be  The  Best.  This  One  Sends  You  Its 
Health  Records  To  Prove  It. 
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The  biggest  headaches  always  seem  to  come  without  warning.  Well, 
that's  no  longer  the  case  when  it  comes  to  managing  the  desktops  on  your 
network.  Thanks  to  Intelligent  Manageability,  found  only  on  the  Compaq 
Deskpro,  we've  revolutionized  the  way  you  manage  and  support  your 
desktops  on  a  complex  network.  The  Compaq  Deskpro  constantly  keeps 

The  Compaci  Deskpro. 

IVith  Intclhqenl  ManaKjcohiUt\ .  we've  ie\o!u- 

you  informed  of  its  vital  sign.s.  So  before  something  goes  wrong,  you 

^  ^    ^  J  [loni/eJ  [he  ivj]  \ou  n}imaije  and  'iiippor!  \our 

desktops  on  o  neluork  ll  rai-,e^  \otii  ^I'nlrol  lo 

know  about  it.  And  even  better,  you're  prepared.  un  unpreeeJemeJ  ie<el 

By  taking  full  advantage  of  the  broadest  range  of  management  tools,  we've  redefined  the  meaning 
of  control.  And  knowledge.  Now,  status  reports  are  retrievable  ri^^ht  from  the  desk  ot  the  administrator, 
allowing  you  to  manage  your  entire  PC  invcntorx  from  a  single  location.  And  our  commitment  to  open 
standards  has  driven  us  to  develop  the  widest  range  of  industry  partners,  making  Intelligent  Manageability 
easy  to  integrate  into  any  network. 

More  importantly,  you'll  be  alerted  to  potential  |3roblcms — before  thcv  become  real  problems.  Hard 
drive  failure  is  no  longer  life-threatening.  Quite  literally,  the  Deskpro  monitors  its  internal  temperature 
while  the  IntelliSafe  hard  drive  conducts  its  ow  n  diagnostics,  forewarning  you  of  potential  lailure.  And  as  a 
preventative  measure,  critical  data  is  automaticallv  safeguarded  on  a  backup  tape.  All  this  gives  vou  ample 
time  to  replace  parts  at  no  expense  under  our  Prt  -Failure  Warrantv.'  We'\e  even  got  a  range  of  features 
that  protect  your  data  and  components — just  in  case  anvone  without  authorization  tries  to  act  hold  of  them. 

Easy  to  inventory.  Easy  to  maintain.  Easy  to  protect.  Intelliaent  Manageability  f)lfers  the  best 
desktop  management  solution  in  the  industry  and  raises  your  control  to  an  unprecedented  level.  The 
Compaq  Deskpro.  Alter  all,  it's  a  computer  that  constantly  checks  its  own  pulse.  ^^(J/^/P^\[^ 

H  a  s   1 1   C  h  a  n  5  e  d   Y  o  Ll  r   L  i  f  c   Y  e  t  ? 
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FIRM  FOUNDATION:  Baltimore  workei 
lay  concrete  for  a  new  warehouse 


In  a  bygone  era  of  urban  industrial 
might,  the  o3  acres  on  Baltimore's 
South  Highland  Avenue  throbbed  to 
the  beat  of  a  thriving  copper-smelt- 
ing operation.  But  the  smelter,  built  in 
the  early  1900s,  shut  down  in  1977. 
Now,  the  foundry  and  most  of  the  build- 
ings are  abandoned  hulks,  their  roofs 
collapsing,  their  windows 
and  downspouts  stripped 
off  by  scavengers.  Scrag- 
gly  grass  and  weeds 
push  up  from  trash- 
strewn  grounds  laced 
with  PCBs  and  other  haz 


poised  for  a  revival.  By  late  this  year, 
what  is  now  ui'ban  blight  will  be  trans- 
foiTned  into  750,000  square  feet  of  ware- 
house space — already  85%  leased.  "The 
state  gets  a  contaminated  site  cleaned 
up,  and  we  create  jobs  for  the  commu- 
nity," says  developer  Tom  Obrecht.  "It's 
a  win-win  for  evervone." 


REVITALIZING  THE  INNER-CITY  WASTELAND 

Innovative  environmental  policies  are  bringing 
industry  back  to  polluted  sites.  Some  success  stories: 

PITTSBURGH  A  derelict  steel  mill  has  become  an  industria 


It's  the  stuff  of  leading-edge  urb; 
policy,  a  laboratory  for  what's  knov 
as  "brownfields"  redevelopment.  Tl 
idea  is  to  realize  the  potential  of  tl 
nation's  estimated  200,000  to  500,000  v 
cant  urban  industrial  sites,  many 
them  contaminated  with  a  witches'  bi'e 
of  chemicals,  for  boosting  tax  bases  ar 
revitalizing  troubled  neighborhood 
Cities  already  have  infrastructure,  1 
bor,  and  a  concentration  of  resourc(^: 
in  place;  transforming  environment 
wastelands,  the  arginnent  goes,  can  tf 
those  assets  and  spark  growth. 
TAX  CREDIT.  More  than  half  the  stat( 
have  passed  legislation  or  develope 
policies  to  reduce  the  liability  threat  ii 
herent  in  such  properties  and  ea? 
cleanup  requirements.  Congress  is  coi' 
sideling  a  host  of  similar  proposals.  An, 
the  Clinton  Administration  kicked  off 
$10  million  grant  progTam  last  year  a 
has  slightly  relaxed  the  Supeifund  la 
that  govei'ns  hazardous-waste  cleanup 
In  early  March,  it  proposed  a  $2  billi 
tax  credit  for  developers.  These  pr 
grams  are  "bringing  new  developmen 
new  jobs,  and  new  hope  to  commu 
ties,"  argues  Environmental  Protecti 
Agency  Administrator  Carol  M.  Bro\ 
er,  who  visited  sites  in  Pittsburg 
Philadelphia,  and  Denver  in  May 
hammer  home  the  message. 

These  government  initiatives  aren 
the  only  answer  to  urban  decay.  T 
market  is  developing  its  own  solution 
especially  for  the  minority  of  sit 
owned  by  large  corporations  that 
knowledge  their  contamination  liabil 
ties.  Thanks  to  growing  cleanup  saw 
and  to  innovative  new  insurance  proc_ 
ucts  that  limit  cleanup  costs  and  liabili 
ty  for  both  buyer  and  seller,  "we  no\ 
have  large  pools  of  insti 
tutional  investors  wh' 
understand  these  prop 
erties  and  are  preparei 
to  invest  in  them,"  say^ 
James  A.  Chalmers 
brownfields    guru    a  a 


park 


ardous  materials.  "It's  an     that_ houses  two  uriiversity  research  arid  development  centers   Coopers  &  Lybrand.  In 


industrial  wasteland," 
says  Robin  Grove, 
deputy  du'ector  of  waste- 
management  administra- 
tion at  Maryland's  Envi- 
ronment Dept. 

Hundreds    of  thou 
sands  of  other  industi 
sites  in  cities  across  the 
nation  have  met  a  similar 
end.  But  the  land  off 
Highland     Avenue  is 


TRENTON  A  supplier  for  Italian  restaurants  is  usmg  part  of  an 
abandoned  brewery  as  a  warehouse 

CHICAGO  The  city  has  turned  an  old  Pullman  railroad-car  plant 
into  factories  for  three  thriving  manufacturers 

BUFFALO  Developers  plan  to  transform  a  former  Republic  Steel 

site  into  a  hydroponic  tomato  operation  '"^ 
■lal  'i  "   govi 

CLEVELAND  A  vacant  steel  plant  is  now  home  to  a  liquor  ware- 
house and  a  truck-repair  business 

DATA:  BUSINESS  WEEK 


deed,  a  new  study  o 
successful  projects  ii 
Chicago,  where  demanc 
for  urban  locations  i 
strong,  suggests  tha 
market  forces  are  work 
ing  effectively  withou 
emment  intei-vention 
Still,  most  experts  an 
convinced  that  thousand; 
of  sites  across  the  U.  S 
can  get  a  crucial  boosj 
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US$60,000,000 

Senior  Secured  Notes  due  2010 
US$46,000,000 
CADS  19,002,200 

for 

I  Vancouver  Grizzlies  of  the  NBA 

(Orca  Bay  Basketball  Limited  Partnership) 

irt  of  Orca  Bay  Sports  &  Entertainment 

The  undersigned  acted  as 
financial  advisor  in  structuring  and 
arranging  a  private  placement  of 
these  securities. 

irst  Union  Capital  Markets  Corp. 


This  announcement  appears  as  a  matter  of  record  only.  ©1996  First  Union  Corporation 
First  Union  Capital  Marl(ets  Corp.  is  a  wholly  owned  subsidiary  of  First  Union  Corporation.  Kent  Kallberg,  Photography 


At  last  the  American 
Dream  comes  with 


I 


t  you  have  a  dream,  and  ■* 
are  determined  to  reach  it  —  you'll 
want  to  hear  what's  on  these  tapes. 

You'll  learn  valuable  lessons  from  real-life  entrepreneurs  as 
they  tell  their  own  stories,  in  their  own  words,  of  how  they 
were  able  to  spot  opportunities,  overcome  challenges,  and 
achieve  their  dreams. 

With  "The  Keys  to  Entrepreneurial  Success," 

you'll  leani  about  motivations,  managing  risk,  raising  money, 
building  business  plans,  leadership,  and  more. 

With  "Successful  Selling  for 
Entrepreneurs:  Helping  Customers 
Buy," you"  11  learn  how  to  identify  customer 

needs,  help  people  find  solutions  to 
^  g       their  problems,  and  develop  long- 
tenn  customer  relationships. 

This  unique  tape  series  is  by,  for 
and  about  real-life  entrepreneurs. 

The  tapes  also  offer  insights  from  experts  in 
the  field  of  entrepreneurship. 

Call  to  order  these  valuable  tapes  that  can  help  you  become  a 
more  effective  entrepreneur.  Each  title  consists  of  3  audio  tapes 
full  of  practical  techniques  you  can  use.  Just  $29.95  each,  plus 
tax,  shipping  and  handling.  We'll  send  your  money  back  if 
you're  not  completely  satisfied. 


18004458507 

http://www.emkt.org 


Produced  hy  the  Center  for  Entrepreneurial 
Leadership  Inc..  a  national  not-for-profit 
education  ori>anizulion  dedicated  to 
acceieralini;  entrepreneurship  in  America. 
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from  judicious  tweaks  in  environme 
tal  policy  and  legal  status.  Take  Bal 
more's  Highland  Avenue  project.  D 
veloper  Tom  Obrecht  knew  there  w 
demand  for  warehouse  space  near  t 
city's  thriving  port.  And  it  didn't  ta 
him  long  to  find  the  smelter.  But  gett 
financing  was  another  matter.  Numero 
banks  turned  Obrecht  down,  fearful 
unknown  costs  of  future  cleanups. 

That's  when  the  state  stepped  in. 
paid  half  of  the  $80,000  needed  to  asse 
on-site  pollution  levels.  More  importa 
it  issued  an  innovative  consent  deer 
absolving  Obrecht  and  his  backers 
future  liability — as  long  as  they  cam 
out  a  state-approved  cleanup  plan.  T 
waiver  isn't  all-inclusive:  It  doesn't  pra 
tect  against  lawsuits  from  thii'd  partief 
such  as  a  neighboring  landowner  As 
result,  most  banks  continued  to  sh| 


The  new  initiative 
offers  developers 
liability  protection  an(| 
limits  cleanup  costs 


away.  Obrecht  finally  raised  $11.5  millio 
from  a  private  investor  and  Mercantil 
Safe  Deposit  &  Trust  Co. 

State  officials  also  demonstrated  fle> 
ibility  in  the  cleanup  plan  itself.  Instea 
of  requiring  eveiy  last  trace  of  poUutar 
to  be  extracted  fi'om  the  soil,  they  a 
lowed  Obrecht  to  pave  over  areas  wit 
low  levels  of  contamination.  "We've  gc 
to  take  into  account  the  ultimate  us 
of  the  property,"  explains  Grove.  "Thi 
site  will  never  be  residential — an 
there's  no  gi'oundwater  that  could  b 
contaminated."  Some  environmentalist 
have  criticized  such  easing  of  standards 
as  backsliding  on  health  and  safety.  Oi 
ficials  retort  that  the  sites  are  safe  an 
that  a  moderate  cleanup  is  far  betteF 
than  none  at  all.  "There's  not  enougjl 
money  in  this  world  to  do  everythini 
100%  the  right  way,"  sighs  Karen  Wal' 
dron,  brownfields  coordinator  for  th 
city  of  Ti-enton,  N.J. 
FROM  GAS  TO  BEER.  The  success  01 
Highland  Avenue  has  been  replicate 
across  the  nation  (table,  page  80).  Min 
nesota,  a  pioneer  in  this  sort  of  urbai 
redevelopment,  began  offering  compa 
nies  and  developers  liability  protectioi 
in  1988.  Now  its  pollution-contr'ol  agenc; 
is  processing  requests  foi'  some  180  site 
a  year.  One  prominent  example:  an  ol( 
Texaco  Inc.  storage-tank  facility  ii 
downtown  St.  Paul  that  was  recyclec 
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3ENTINA  ARUBA  AUSTRALIA  AUSTRIA  BAHAMAS  BARBADOS  BERMUDA  CANADA  COSTA  RICA  EGYPT  ECUADOR'97  FRANCE'97  GERMANY  GREECE  GUATEMALA 
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AltaVista"  is  the  fastest,  hungriest  search  engine  on  the 


Internet,  the  first  that  can  index  every  word  of  every 


available  Web  page  ( 15  billion  ivords,  30  million  pages 


'  ■ -^^  -  lEIiT  SEARCH 

1  HTTPiAWVmALMVIS^IGITALCOM  '^^'^  delivering 


results  almost  imtantly,  even  listing  the  most  relevant  sites 


first  Since  it  surely  takes  you  longer  to  search  through  less 


stuff  in  your  company)  data,  you  re  probably  asking, 


'When  can  we  have  an  AltaVista  around  here?"  And 


the  answer  is,  "Right  now." AltaVista  is  a  Digital 


invention,  and  its  technology  is  ideal  for  corporate 


intranets.  So  were  making  it  a  vailable  to  your  business. 


to  give  your  people  unparalleled  access  to  information. 


to  make  your  company's  network  as  responsive  ajid 


easy-to-use  as  the  Internet  at  its  best. 


mm 

WHATEVER  IT  TAKES      To  learn  more,  first  t}y  AltaVsta  at  tin- 


address  above,  then  visit  our  sofauare  Web  site  at  httpillmma 


altavista.sofiware.  digital  com  or  call  1-800-336-7890. 

't'1596  Dicjilai  Equipment  Coiporalion  Digilal,  llio  DIGITAL  logo  and  AllaVisia  are  trademarks  and  Whatever  It  Takes  i-  , 
service  mark  o(  Digital  Equipment  Corporation  Beta  ol  AltaVista  Search  is  currently  available  Irom  Digital  Eciuipment  Cornorati'in 


RANKED  #1 
IN  HIGH  TECH 


T.  Rowe  Price  Science  &  Technology  Fund  has  been  successful 

at  identifying  dynamic  opportunities  in  this  field.  The  fund  is  ranked 
#1  of  14  science  and  technology  funds  for  the  period  from  its  inception 
(9/30/87)  through  3/31/96,  according  to  the  Lipper  Science  &  Technology 
Funds  Average*  To  select  companies  with  the  most  promise,  our 
managers  carefully  evaluate  the  financial  strength  and  the  products 
of  each  company. 

Of  course,  the  risks  of  investing  in  this  field  are  commensurate  with 
the  rewards.  As  with  any  stock  fund,  there  will  be  price  fluctuation. 
$2,500  minimum  ($1,000  for  IRAs).  No  sales  charges. 


Call  24  hours  for  a  free  report  and  prospectus 
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1-800-541-8457 


Invest  With  Conpdena' 

T.RoweR-ice 


-Ik 


*S()iiiXL':  tipper  Analytical  Si'|-vnx"s,  Inc.,  vvhicli  ranked  the  hmd  #1  out  ol  U.  #-i  (inl  of  IS,  and  #4  out  of  .-IS  science 
and  teclinoloiiy  fnnds  ba.sed  on  the  total  returns  lor  the  since  inception,  S-year,  and  1-year  periods  ended  .V.ilAXi, 
respectivelv.  Investment  return  and  principal  value  will  varv  and  shares  may  be  worth  more  or  less  at  redeinption  than 
at  original  purchase.  Past  performance  cannot  nuaranlee  futme  results.  Kec|uest  a  prospectus  with  more  complete 
information,  includin,!;  mana,^enienl  fees  and  other  charges  and  expenses.  Read  it  carehdiv  before  vou  invest  or  send 
monev,  T.  Kowe  Price  Investment  Services,  hic,  Distributor  si  id.^osik 


Buy  recycled.  It  would  mean  tke  world  to  tkem. 

Tlianks  to  you,  all  sorts  of  everyday  products  are  keing  made  from  materials 
you've  recycled.  But  to  l?eep  recycling  worleing,  you  need  to  liuy  those  products. 
For  a  free  LrocKure,  write  Buy  RecycleJ,  Environmen  la!  Def  ense  Fun  d,  257 
Park  Avenue  South,  New  Yorl?,  NY  10010,  c^r  ca  11  1-800-CALL-EDF. 
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into  a  brewery,  printing  plant,  and  otl: 
er  businesses. 

Minnesota's  efforts  are  aided  by 
state  law  that  allows  state  officials  t 
determine  which  properties  won't  b 
subject  to  the  federal  Supeifund  lav 
with  all  its  attendant  liability  woes 
other  states,  developers  still  fear  thi 
they  may  be  held  liable  for  huge  fiit 
Superfimd  cleanup  costs.  The  epa 
tried  to  allay  these  fears  by  agreeinl 
not  to  take  federal  action  if  propert] 
owners  comply  with  state  rules.  Tha 
may  not  be  enough.  "Most  people  thin  iiilf 
the  only  real  solution  is  a  change  in  th 
federal  Supeifund  law,"  says  John  Gatei 
CEO  of  CenterPoint  Properties  Corp 
an  industrial  developer  in  Chicago. 

Even  with  a  radical  overhaul  of  Siljpf 
perfund  regulation,  moreover,  browi 
fields  redevelopment  isn't  a  magic  bulk 
for  cities.  Experts  say  there's  little  or  n 
chance  for  urban  areas,  limited  b 
acreage  and  financial  resources,  to  wi 
major  businesses  like  a  Saturn  Corj 
or  a  BMW  plant.  And  even  smaller  pro, 
ects  may  requii'e  big  subsidies.  St.  Loui 
successfully  turned  a  small  contaminal 
ed  site  in  a  deteriorated  commercial  dis 
trict  into  retail  space.  But  the  work  cos 
$850,000 — for  space  valued  at  less  tha  iaf| 
one-tenth  that  much.  .  . 

LOW  VALUE?  The  scale  of  such  subs 
dization  indicates  how  little  effect  gOA 
eiTiment  policy  may  have  where  the  ui 
derlying  demand  for  property  is  weal 
"The  fact  that  these  properties  aren 
moving  is  not  necessaiily  due  to  contan 
ination,"  explains  James  Hai-veson,  d 
rector  of  economic  development  in  Trei 
ton's  Housing  &  Economic  Developmer 
Dept.  "There's  still  the  issue  of  wheth 
the  real  estate  has  value."  Of  scores 
sites  in  Trenton,  the  city  considers  o: 
three  to  be  truly  marketable.  In  facj 
Richard  O'Connor,  vice-president  of  t! 
envii'onmental  cleanup  firm  Roy  F.  Wei 
ton  Inc.,  figures  that  because  of  poc 
location,  inadequate  size,  or  other  flaw 
only  a  "tiny  sliver"  of  the  hundreds  ( 
thousands  of  these  urban  wastelands 
capable  of  wooing  industiy  back. 

Still,  a  new  study  fi'om  the  Univers 
ty  of  Illinois  Great  Cities  Institute  suj 
gests  that  brownfields  subsidies  can  h 
good  social  policy.  Public  costs — froi 
infrastiTicture  eonstioiction  to  traffic  coi 
gestion — are  higher  when  Industrie 
seek  the  suburbs.  Given  better  liabilit 
protection  and  eased  cleanup  i-ules,  theui 
urban  redevelopment  can  be  compet 
tive.  On  Highland  Avenue  and  himclrec 
of  other  streets,  brownfields  project 
are  helping  cities  win  small  victories  i 
the  battle  against  economic  obsolesceno 
By  John  Carey  in  Washingto 
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Earning  the  prestigious  Business 
chnology  Association  Award  as  1995 
)pier/Fax  Manufacturer  of  the  Year  was 


Reliability  Has 
its  rewards. 


lite  an  honor  The  award  was  given  to 

for  our  commitment  to  service  and 

pendability.  It  means  the  investment  in 

search  and  development  to  build  the 

DSt  reliable  -  Jk  Business 

m^£\  Technology 
piers  and  fax  KjmW  Association 

achines  is  paying  off.  And  that  should 
3an  something  to  you. 
For  businesses  around  the  world,  it 
sures  that  Toshiba  copiers  and  fax 
jchines  have  no  rival  when  it  comes  tc 
rformance,  production  and  reliability  on 
laily  basis. 


The  Toshiba  6550  copier  and 
TF  651  fa^x  machine 

L  US  online  at 

i://www.toshiba.com/tais/eki/produ('ls/ 

)  Tostiiba  .America  Information  Systems.  Inc.. 
3nic  Imaging  Di\1slon 


And  when  it  comes  to  comparing  price 
with  performance,  our  5540/6550  copiers 
are  winning  praises  of  their 
own.  Buyers  Laboratory  Inc. 
named  them  the  most  out- 
standing high-volume  copier 
values  of  1995. 

To  see  how  rewarding  Toshiba  reliability 
is,  call  (800)  GO-TOSHIBA.  And  put  a 
proven  winner  to  work  in  your  business. 


In  Touch  with  Tomorrow 

TOSHIBA 

COPIERS  ♦  FAX 


Hoechst  IS  a  world  leaddii 
and  chemicals.  But  how 


Hoechst  is  an  international  group  of  companies  spearheading  innovation  in  health  care,  agriculture  andchem 


1  pharmaceuticals 
earth  is  it  pronounced? 


You  probably  come  across  us 
every  day,  perhaps  without  even 
knowing  it. 

Maybe  in  our  medicines  that 
help  doctors  keep  you  healthy  or 
treat  serious  illnesses. 

Or  in  the  food  on  your  table, 
grown  with  the  help  of  our  agri- 
cultural products. 

Or  maybe  in  your  home  or  car 
where  our  fibers,  plastics  and 
paints  make  your  life  easier,  safer 
and  brighter. 

But  with  our  name  some  people 
still  get  a  Httle  tongue-tied! 

It's  actually  very  easy. 

We're  called  Hoechst,  pro- 
nounced "Herkst". 

You  can  say  that  again! 

Hoechst  Marion  Roussel,  Inc. 
P.O.  Box  9627 

Kansas  City,  MO  64134-0627 
Hoechst  Celanese  Corp. 

P.O.  Box  2500 

SomerviUe,  NJ  08876-1258 
Internet: 

http://www.hoechst.com/ 


staff  of  160,000  people  worldwide,  annual  sales  total  $36  billion. 


Hoechst 


Science  &  Technology 


ENERGY 


HOW  TO  BUILD 
A  CLEAN  MACHINE 

Fuel  cells  are  powering  hospitals.  Cars  are  down  the  road 


At  this  summer's  Democratic  Na- 
tional Convention,  the  Chicago 
Ti-ansit  Autliority  will  showcase  a 
vehicle  that  could  forever  change 
the  grimy  image  of  the  urban  ti-ansit 
bus.  Powered  by  a  fuel  cell  developed  by 
Ballard  Power  Systems,  based  in  Van- 
couver, B.C.,  its  only  exliaust  is  water  so 
pure  that  cta  President  Robert  Bel- 
caster  actually  drank  a  glassful  straight 
fi-om  the  tailpipe.  "It  tasted  like  the  wa- 


use  in  cars,  but  the  most  important  cm- 
rent  applications  are  as  electric-power 
plants.  Widely  used,  they  would  let  the 
world  meet  bm'geoning  demand  without 
a  suffocating  rise  in  pollution.  "They 
would  take  us  beyond  the  age  of  fire," 
says  Hemy  Kelly,  a  fuel-cell  expert  in 
the  Wliite  House  Office  of  Science  & 
Technology  Policy. 

Unfortunately,  getting  beyond  the  age 
of  fire  has  so  far  proved  to  be  more 


Squeezing 
Costs  out  of 
Fuel  Cells 

Fuel  cells  are  clean,  quiet — 
and  expensive.  Here's  how 
the  first  commercial  supplier, 
International  Fuel  Cells,  is 
lowering  their  cost. 


2 POWER 
SECTION 

Combines  hydrogen  and 
oxygen  into  water,  generat 
ing  electricity.  A  new 
catalyst  blend  handles 
more  power,  so  the  stack 
can  be  reduced  by  20%. 
An  additional  15%  cut  is 
due  by  1998. 


hydrogen — such  as  natural  gas — deve 
opers  must  add  costly  fuel  processor 
That's  why,  until  recently,  fuel  cells  ha\ «' 
been  used  only  where  money  is  no  o!  < 
ject:  outer  space. 

But  the  lure  of  fuel  cells  is  so  stror 
that  making  them  affordable  has  becon 
an  obsession  foi-  researchers  in  the  U. ' 
Canada,  Japan,  and  Em-ope.  Now  they*) 
on  the  vei'ge  of  commercialization.  Tl 
first  big  market — stationary  power  ft 
use  by  utilities,  hospitals,  and  the  like- 
is  emerging.  In  the  coming  decade,  fu 
cells  should  begin  powering  large  vel 
cles  from,  buses  to  submarines  and  r 
place  some  high-priced  batteries.  As  ea 
ly  as  2010,  optimists  predict,  a  fe 
fliel-cell  powered  cars  might  begin  a 
pearing  in  auto  showi'ooms. 

The  one  fuel  cell  already  on  the  m; 
ket — a  200-kilowatt  phosphoric-acid  u: 
made  by  Intemational  Fuel  Cells  Cor 
(iFC) — is  winning  over  hospitals  and 
fices  as  a  more  reliable  and  far  cleam 
replacement  for  diesel  generators,  if 


DC  POWER 


1FUEL 
PROCESSOR 

Extracts  hydrogen- 
rich  gas  from 
natural  gas  or  other 
fuel,  emitting  car- 
bon dioxide  and  a 
trace  of  carbon 
monoxide.  IFC  has 
cut  size  and  weight 
20%  since  1991. 
Aims  for  a  further 
50%  cut  by  1997. 


r 


POWER 
CONDITIONER 


i  Ills 


DATA  INTERNATIONAL  FUEL  CELLS 


ter  my  mother  used  to  put  in  her  iron," 
he  says.  No  wonder  Belcaster  predicts 
fuel-cell  buses  could  eventually  take  over 
Chicago's  entire  fleet  and  calls  this  "the 
power  technology  for  the  next  centmy." 

Ever  since  nasa  put  fuel  cells  in 
space  capsules  in  the  1960s,  futurists 
have  had  high  hopes  for  the  devices, 
which  produce  electricity  through  an 
electrochemical  process  that  combines 
hydrogen  and  oxygen  into  watei-.  Much 
of  the  excitement  has  centered  on  their 


than  a  little  expensive.  A  fuel  cell  works 
a  bit  like  a  battery,  producing  electrici- 
ty from  a  controlled  chem.ical  reaction. 
The  main  difference  is  that  fuel  cells 
can  mn  indefinitely  as  long  as  their  en- 
ergy is  replenished.  That  requu-es  liigh- 
priced  parts:  catalysts  of  platinum, 
which  is  more  expensive  than  gold,  and 
electrolytes  made  of  such  exotic  mate- 
rials as  molten  carbonate  or  solid-oxide 
ceramics  (table).  And  to  enable  them  to 
ran  on  fuels  more  readily  available  than 


3 POWER 
CONDITIONER 

Converts  direct  cur- 
rent into  alternating 
current.  Improved 
solid-state  electron- 
ics have  slashed  the 
size  of  the  DC-to-AC 
converter  by  two- 
thirds.  IFC  hopes  to 
make  a  further  15% 
to  20%  reduction  by 
1998. 


a  South  Windsor  (Conn.)  joint  ventme 
America's  United  Teclinologies  Coip.  ar 
Japan's  Toshiba  Coip.,  hopes  to  sell  40 
the  units  this  year.  In  April,  the  large; 
fuel  cell  ever  built  in  the  U.  S.— 
2-megawatt  unit  made  by  Energy  R 
search  Corp.,  based  in  Danbmy,  Conn.- 
began  producing  enough  electricity 
meet  the  needs  of  1,000  homes  in  a  Sai 
ta  Clara  (Calif.)  demonstration  project, 

On  May  14,  Daimler  Benz  held  Idj,, 
splashy  press  conference  in  Berlin  to  ui 
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WHAT  ARE  YOU  GOING  TO  GET  WHEN  THEY  FINALLY  DROP  IN? 


/  I  mlci: .  \ni(iiki.  Ibcjinl  jmii  vn.  Ik\i  pivsciru!  ineleorite  crater  on  Earth,  was  blasted  from  solid  rock  some  50.000  years  ago  by  an  exjilosiiv  Jonv  :j,rviiler  than  20  million  tons  of  TNT. 


Most  insurance  companies  don't  arrive  until  problems  strike.  And  then,  they  don't  always  leax'e  the 
yt  impression.  But  not  General  Accident  Insurance.  'We'll  send  a  team  of  underwriters,  claims  specialists, 
J  loss  control  experts  to  examine  your  business  before  anything  big  can  hit.  To  make  sure  you've  got 
t  what  you  need.  'We  might  even  save  you  money  on  premiums. 

To  learn  all  about  our  entire  line  of  commercial  insurance  products,  talk  to  an  Independent  Agent  or 


e  us  a  call.  You'll  find  we  have  $6  billion  in  as.sets.  Global  capabilities. 


A+  (Superior)  rating  from  A.M.  Best,  a  national  insurance  rating  senice. 
d  helpful  people  who  can  really  make  an  impact. 


General  Accident 
Insurance 

1-800-606-4233 


Science  &  Technology 


veil  a  Mercedes  minivan  powered  by  a 
fuel  cell.  "Tlie  way  we  see  it,  the  fuel  cell 
is  the  most  promising  alternative"  to  to- 
day's cai'  engine,  declared  Meix-edes-Benz 
CEO  Helmut  Wenier.  His  enthusiasm  re- 
flects surprising  progi-ess.  Since  1989, 
Canada's  Ballai'd  has  improved  the  com- 
pactness of  its  fiiel  cell  tenfold.  And  Bal- 
lard and  othei's  have  reduced  the  amoimt 
of  platinum  required  from  a  prohibitive 
$88,000  worth  in  1984  to  less  than  $500 
worth.  All  of  the  world's  major  auto  mak- 
ers are  racing  to  develop  fiael-cell  cars. 

To  be  sure,  the  Mercedes  minivan, 
the  most  advanced  fuel-cell  car  yet,  has 
a  top  speed  of  just  over  65  mph  and 


are  targeting  other  markets  fu'st.  In  the 
stationary-power  market,  size  isn't  so 
crucial,  and  builders  can  use  bulkier, 
less  cOvStly  designs.  And  there  are  plen- 
ty of  niche  markets  that  can  sustain 
premium  piices.  Kaiser  Pennanente,  for 
example,  has  installed  four  200-kilowatt 
units  fi'om  IFC  in  three  of  its  California 
hospitals.  One  has  nm  continuously  for 
more  than  a  year  with  no  maintenance. 
And  fuel-cell  emissions  "are  cleaner  than 
the  ambient  air  in  Los  Angeles,"  says 
Kaiser  energy  specialist  Thomas  A. 
Bamberger.  What's  more,  the  U.S.  En- 
ergy Dept.  offers  a  33%  subsidy  that 
cuts  the  price  to  $2,000  per  kilowatt. 


A  Smorgasbord  of  Fuel  Cells 

Within  a  decade,  four  types  of  fuel  cells  may  be  on  the  market. 
Each  could  fill  a  different  niche. 


TECHNOLOGY/ 

COMMERCIALIZATION  DESCRIPTION 

PROTON-  PEM  IS  the  best  fuel  cell  for  vehicles 

EXCHANGE  because  it's  the  most  compact  and  coolest, 

MEMBRANE  operating  below  the  boiling  point 

1998  :  of  water.  No  acid  is  required; 

;  the  electrolyte  is  a  plastic  membrane. 

PHOSPHORIC     ;  With  its  acid  electrolyte  at  200C,  it's  less 

ACID  ;  finicky  about  pure  fuel  than  cool  PEM. 

1993  :  But  It's  not  so  hot  that  it  requires 

;  advanced  materials. 

MOLTEN  The  electricity-producing  reaction  proceeds 

CARBONATE  faster  at  the  high  temperatures  of  600C  to 

1999  700C.  Best  for  stationary-power  plants. 

SOLID  OXIDE  At  l.OOOC,  solid  oxide  is  even  more 

Just  after  efficient  than  molten  carbonate.  And  the 

2000  excess  heat  can  run  gas  turbines. 

DATA  US  ENERGY  DEPT.  BUSINESS  WEEK 


MAJOR  DEVELOPERS 

Ballard  Power  Systems 
(Canada);  H  Power, 
AlliedSignal  (U.S.); 
Toyota,  Honda  (Japan); 
Daimler  Benz  (Germany) 

International  Fuel  Cells 
(U.S. -Japan);  Fuji 
Electric,  Mitsubishi 
Electric  (Japan) 

Energy  Research  Corp., 
MC  Power  (U.S.);  Hitachi 
(Japan) 

Westinghouse  (U.S.); 
Siemens  (Germany) 


goes  only  about  150  miles  before  needing 
a  fill-up  of  compressed  hydrogen.  Next, 
the  car  must  be  equipped  with  a  costly 
processor  so  it  can  run  on  methanol 
rather  than  bottled  hydrogen. 

Mercedes  believes  it  may  be  able  to 
begin  limited  jn'oduction  within  10  years 
and  mass  production  possibly  by  2020. 
But  for  that  to  happen,  costs  must  fall 
toward  $50  pej-  kilowatt.  Even  by  2005, 
a  Daimler  fuel-cell  system  will  cost  at 
least  $840  pej-  kilowatt,  estimates  Jiii- 
gen  K.H.  Friedrich,  the  auto  maker's 
fuel-cell  project  manager.  Others  are 
even  more  cautious.  "Someday  it's  going 
to  be  needed,  Li  it  I  won't  be  alive.  And 
I  figure  I  have  j  uood  .80  years  left  in 
me,"  says  Bradfotd  B.  Bates,  58,  who 
oversees  fuel  cells  at  l^ord  Motor  Co.  as 
manager  of  altemativi-  power  sources. 

That's  why  most  fiui-cell  companies 


Kaiser  hopes  to  install  up  to  160  fuel 
cells  in  California. 

Next,  IFC  President  H.  David  Ramm 
will  target  electiic  utilities  that  have 
localized  shortages  of  capacity.  It's  so 
expensive  and  time-consuming  to  string 
new  power  lines  that  it  may  soon  be- 
come cheaper  foi-  a  utility  to  generate 
electiicity  with  a  fuel  cell  right  at  a 
new  factory  or  office  building. 

Exjjeits  believe  most  power  cu-stomei-s 
will  sit  on  their  hands  until  prices  fall 
to  $1,500  per  kilowatt  or  less.  iFC's 
Ramm  calls  it  "a  honible  chicken-and- 
egg  problem."  His  solution  is  to  target 
customers  who  are  willing  to  pay  extra, 
build  volumes  slowly,  and  work  like  crazy 
on  cutting  costs.  He's  aiming  to  cut  the 
price  of  a  bare-bones  unit  in  half,  to 
$1,500  per  kilowatt  by  1999.  Since  that's 
not  much  above  some  conventional  al- 


ternatives, he  figm-es  he  can  sell  "hui 
dreds,  up  to  1,000  units,  per  year" 

Other  fuel  cells  ai"e  even  fiuther  froi 
affordability.  Energy  Research's  Sant 
Clara  plant  cost  $50  million  to  build,  c 
$25,000  a  kilowatt,  erc  Presidei 
Bernard  S.  Baker  says  he  can  cut  th 
price  by  a  factor  of  20— to  $1,200  a  WL 
watt — as  volume  picks  up.  Similarl 
Westinghouse  Electric  Corp.,  the  worl 
leader  in  solid-oxide  fuel  cells,  says  ii 
plants  will  cost  just  $1,000  per  kilowa 
by  2005.  At  that  price,  Westinghous 
sees  an  annual  market  of  $500  million 

Such  talk  is  cheap.  But  even  mar 
utilities  believe  fuel  cells  are  ideally  sui 
ed  to  meet  the  gTowing  demand  for  "di 
tributed  power"  located  much  closer 
the  end  user.  Meanwhile,  the  U.S.  mil 
taiy  is  convinced  fuel  cells  could  soon  b 
come  a  superior  alternative  to  batte 
ies  in  communications  gear.  The  net 
for  mobile  electricity  is  so  great  ali'eac 
that  Marines  heading  out  on  extend( 
exercises  sometimes  ditch  food  in  fav( 
of  more  batteries.  For  cixilians,  BeUevil 
(N.J.)-based  H  Power  Corp.  is  develo; 
ing  fuel  cells  to  replace  batteries 
portable  computers  and  video  camerai 
"A  BREAKTHROUGH."  As  for  the  giai 
transportation  market,  fuel  cells  ha\ 
big  advantages  over  their  princip 
clean-car  rivals,  batteries.  The  first  coi 
mercial  electric  car — General  Moto 
Corp.'s  battery-driven  EVl — has 
range  of  just  70  to  90  miles  and  r 
quires  up  to  10  hours  to  recharge, 
fuel-cell  vehicle  could  ultimately  ha^ 
the  same  range  as  a  gasoline-powen 
vehicle,  and  be  refueled  as  quickly. 

Daimler  may  be  ahead  for  now,  b' 
Toyota  Motor  Corp.  promises  that 
won't  be  long"  before  it  unveils  a  vehic 
of  its  own.  In  the  U.  S.,  the  Big  Thn 
are  developing  fuel  cells  as  part  of  thi 
collaborative  Partnership  for  a  Ne 
Generation  of  Vehicles. 

"I've  never  been  as  confident  as  nc 
that  fuel  cells  are  going  to  make 
breakthrough,"  says  Johnson  Matth 
PLC  Managing  Director  Graham  Ti 
combe,  whose  company  became  involvi 
with  the  technology  before  the  Apol 
program.  Just  as  it  took  a  quarter-ce 
tury  for  the  car  to  r-eplace  the  horse 
the  dominant  mode  of  transportation 
America,  it  wiW  take  decades  for  fu 
cells  to  reahze  their  full  potential.  B 
while  the  car  has  fouled  the  air  frc 
Los  Angeles  to  Tokyo,  fuel  cells  shou 
usher  in  an  era  in  which  gi'owth  doesi 
necessarily  mean  pollution. 

Bij  Will  lain  C.  Si/moi/ds  in  Vanco 
ver,  B.  C,  with  Peter  Coy  in  Sou 
Windsor,  Cotin.,  Keith  Nmighton  in  L 
froit,  and  bureau  reports 
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It  takes  the  right  partners.  Success  in  the  oil  business  calls  for  the  right  people,  the  right 
technology  and  most  importantly,  partners  you  can  relv  on,"  says  Larry  Nichols,  President/CEO  of 
Devon  Energy  Corp.,  listed  on  the  Amex  in  1988.  "Since  listing,  we've  grown  13-fold  to  $489  million. 
And  the  Amex  programs  have  helped  us  attract  77  institutional  investors  and  gain  coverage  by 

25  analysts.  That's  visibility.  The  Amex  is  a  great  partner."  Larry  Nichols  is  big  on  the  in. 


AMERICAN  STOCK  EXCHANGE.  To  learn  about  the  advantages  the  Amex  can  bring  to  your  corny  unj, 
contact  Cliiiinnivi  Dick  Si/roit^  PItone  212-306-5353.  E-iiuiil  rsi/ron@anicx.com.  Web  site  littpi://!'  >  lo.anwx.coin. 


Will  the  internet  bring  an  end  to 
business  computing  as  we  know  it? 


Not  at  all.  It'll  simply  knock  down  the  walls  between  people,  between  departments,  even  between  companies. 

The  promise  of  the  Internet,  while  intoxicating  to  some,  is  threatening  to  others.  Because  along  with  the  unlimited 
access  and  opportunity  it  provides,  comes  the  need  for  new  strategies  and  new  technologies.  Happily,  you  may 
already  have  much  of  what  you  need  in  place.  And  to  help  you  incorporate  the  Internet  into  your  business  operations, 
Microsoft®  is  integrating  Internet  technology  across  much  of  its  product  line. 

Our  latest  generation  of  Windows®  operating  systems,  for  example,  have  Internet  "plumbing"  built  right  in. 
Together  with  Microsoft  Internet  Explorer,  our  free  web  browser  for  both  the  Windows  platform  and  the  Macintosh,™ 
they  let  employees  search,  read,  and  retrieve  information  wherever  it  resides. 

We've  also  made  It  easy  to  create  information  for  the  Internet.  Our  web  authoring  tools  look  and  act  much  the  same 
as  our  other  tools.  So  if  you  want  to  put  up  a  web  site  to  market  your  business,  your  guys  in  IS  won't  be  scratching 
their  heads  trying  to  learn  new  programming  languages.  And  once  your  site  is  up,  we  provide  everything  you  need  to 
keep  it  up  and  keep  outsiders  out.  We  can  even  show  you  how  to  make  sending  e-mail  over  the  Internet  as  secure  as 
sending  it  down  the  hall. 

Marketing  isn't  the  only  reason  to  have  a  web  site;  it's  also  an  incredibly  powerful  way  to  share  information  within 
your  company.  By  creating  an  internal  web  —  an  intranet  —  you  can  provide  employees  with  access  to  whatever 
information  they  need.  From  business  plans  to  HR  policies,  employees  can  find  what  they  want  quickly  and  intuitively. 
That's  because  the  latest  generation  of  Microsoft  Office  applications,  along  with  Internet  Assistants,  let  you  embed 
links  within  documents  to  tie  files  together  logically,  contextually.  So  there's  no  more  corporate  maze,  no  more 
corporate  run-around. 

Yes,  the  walls  are  coming  down,  but  it's  not  the  end  of  business  computing.  Just  the  next,  most  practical  evolution. 
To  see  how  easy  it  is  to  get  your  company  wired,  visit  http://www.microsoft.com/internet/gol4/ 


©  1996  Microsoft  Corporation.  All  rights  reserved.  Microsoft  and  Windows  are  registered  trademari<s  and  Where  do  you  want  to  go  today?  is  a  trademark  of  Microsoft  Corporation. 
Macintosh  is  a  trademark  of  Apple  Computer,  Inc. 


Which  Kind  of  Investor  are  You? 


Primitive  investors  were  always  stalking  the  bull.  And  fearing  the  bear. 
But  slowly,  some  investors  came  to  understand  seasons  and  cycles.  They  settled 
down  and  worked  to  build  wealth.  They  learned  to  thrive  while  others  fought 
to  survive.  Your  financial  advisor  will  want  to  know:  are  you  hoping  to  make 
a  killing?  Or  have  you  evolved  into  a  more  civilized  investor?  Ask  your  financial 
advisor  about  Kemper  Funds  or  call  1-800-Kemper- 1  ext.  818. 

urn   KEMPER  FUNDS 
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)evelopments  to  Watch 


TED  BY  PETER  COY 


KEATHALYZERS 
m  ULCERS 

ON,  BEING  TESTED  FOR 

ulcer  could  be  as  easy 
breathing.  Three  com- 
nies  are  seeking 
proval  from  the  Food 
Drug  Administration 
•  tests  that  use  a 
sath  sample  to  detect 
Itale  products  of  Heli- 
bacter  pylori  bacteria, 
important  cause  of 
;ers. 

Here's  how  it  works: 
pylori  has  an  enzyme 
it  breaks  down  a  meta- 
lic  product  called  urea 
0  ammonia  and  carbon 
(xide.  The  doctor 
5cks  the  patient's 
sath  to  get  a  basehne 
'bon  dioxide  reading, 
en  the  patient  downs  a 
uid  containing  urea 
it's  enriched  with  a  cer- 
n  isotope  of  carbon.  If 
it  isotope  shows  up  in 
avy  concentrations  in 
er  breaths,  it  means  H. 
lori  is  at  work. 
The  technique  is  based 
the  patents  of  Barry 
U'shall,  the  Australian 
ysician  who  linked  gas- 
c  and  duodenal  ulcers  to 
?  presence  of  H.  pijlori. 
irshall  licensed  Tii-Med 
ecialties  Inc.  in  Lenexa, 
.n.,  to  develop  a  system 
ng  mildly  radioactive 
•bon- 14  isotopes  and 
)uston's  Meretek  Diag- 
stics  Inc.  for  nonra- 
lactive  carbon- 13  iso- 
)es.  Both  companies 
pe  for  FDA  approval  this 
ar.  Alimenterics  Inc.  in 
)rris  Plains,  N.J..  which 
tects  carbon- 13  in 
3ath  samples  by  laser 
'  the  same  purpose, 
/s  its  system  doesn't  in- 
nge  on  any  patent,  but 
is  in  licensing  talks  with 
jretek  while  conducting 
nical  trials.  □ 


IS  IT  AN  AIRPLANE 
OR  A  HELICOPTER? 
WELL.  BOTH 

JAY  CARTER  JR.  IS  BUILDING 

a  hybrid  airplane-helicopter 
so  unusual  that  aeronautics 
experts,  on  first  hearing  of 
it,  don't  believe  it  can  possi- 
bly live  up  to  its  claims.  By 
late  this  year  or  in  1997, 
Carter  says  he  will  com- 
plete a  CarterCopter  capa- 
ble of  lifting  off  from  a  heli- 
pad in  New  York,  flying 
nonstop  at  400  mph  to  Los 
Angeles,  and  landing  on  a 
helipad  there — door-to-door 
in  6'/-  hours.  All  that  in  a 
five-person  craft  powered 
by  nothing  more  than  a  V-6 
race-car  engine. 

Helicopters  usually  can't 
go  faster  than  250  mph,  be- 
cause at  that  speed  the  tip 
of  the  forward-moving  blade 


approaches  the  sound  barrier 
and  drag  increases  expo 
nentially.  Carter  in- 
tends to  over- 
come that 
limitation  by 
slowing  the 
rotor  to 
about  100 
rpm  after  the  gyro 
plane  reaches  200 
mph.  Wings  will 
then  supply  the 
lift,  while  the  ro- 
tor just  goes 
along  for  the  ride. 
Forward  thrust  will  be  sup- 
plied by  a  rear  propeller. 
Most  planes  require  big- 
wings  for  takeoff  and  land- 
ing, but  Carter  gets  away 
with  swifter  small  wings  be- 
cause the  lift  at  low  speed 
will  be  provided  by  the  ro- 
tor. Unlike  a  helicopter',  the 
CarterCopter  can't  hover. 
One   believer   is  nasa. 


which  awarded  Carter- 
Copters  Inc.  in  Wicliita  Falls, 
Tex.,  a  $70,000  research 
grant.  Carter,  the  president 
and  chief  designer,  says 
there's  nothing  too  high-tech 
about  his  concept.  "This 
could  have  been  done  40 
years  ago  if  anybody  had 
thought  of  it."  □ 


THE  GLOBAL  INVENTION  CONVENTION 

FROM  BOTSWANA  COMES  A  GASOLINE-DRIVEN  BATTERY 

charger  called  the  Nifty  Fifty.  From  Croatia,  18  inven- 
tions ranging  from  an  anticellulite  cream  to  a  method 
for  producing  poultry  vaccines.  People  from  30  coun- 
tries with  1,500  inventions  were  due  to  present  their 
wares  May  16-19  in  Pittsburgh  at  the  12th  edition  of 
Inpex,  which  has  become  the  premier  event  for  small- 
time inventors  with  big-time  ideas. 

Wliile  few  large  companies  have  booths  at  Inpex  XII, 
many  roam  the  aisles  as  potential  buyers,  says  one  pre- 
senter. Bill  Bresna- 
han,  president  of  R- 
Visions  Inc.  of 
Lansdale,  Pa.  Bresna 
han,  a  fonner  mem- 
ber of  the  Philadel- 
phia Police  Dept.'s 
SWAT  team,  hit  the 
big  time  himself  this 
year  with  orders  for 
22  million  pairs  of 
foldable  cardboard  binoculars 


-the  oiBcial  binoculars  of 


the  Olympic  Games  in  Atlanta.  He  says  they  cost  about 
50c  to  manufacture  but  sell  at  retail  for  $5  to  $10. 

Other  inventions  at  Inpex:  Catch-It  Cap,  a  baseball 
cap  that  converts  into  a  glove  for  fiy  balls,  and  Lawn 
Buddy,  an  animal  statue  that  pops  out  of  the  lawn  to 
Ught  the  way,  speak  a  gi'eeting,  or  take  a  message  when 
a  visitor  approaches.  □ 


INNOVATIONS 


m  Philips  Electronics  says 
that  it's  the  fii'st  in  the  world 
to  use  a  green  laser  instead 
of  a  red  one  to  read  data 
from  a  laser  disk.  Short- 
wavelength  green  lasers 
should  be  able  to  read  and 
wTite  denser  information,  but 
they  need  to  last  10,000 
hours  to  be  useful.  Philips' 
laser  lasts  about  four, 
a  The  U.  S.  Agriculture 
Dept.  and  Perdue  Farms 
Inc.  in  Salisbury,  Md.,  are 
cooperating  on  plans  to  use 
strong,  highly  absorbent 
chicken-feather  fibers  for  dis- 
posable diapers,  hospital 
wipes,  and  feminine-hygiene 
napkins. 

M  Flexial  Corp.  in  Cookeville, 
Tenn.,  has  developed  a  seal 
for  industrial  valves  that 
it  guarantees  will  prevent 
leaks  for  five  years.  The 
Environmental  Protection 
Agency  says  the  seal  could 
significantly  reduce  toxic 
emissions  of  523,000  tons  per 
year  resulting  from  equip- 
ment leaks. 


FOR  FURTHER  INFORMATION:  Go  to  Business  Week  Online  at  America  Online  or  E-mail  dtwmay@businessweek.com 
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Our  field  of  business  is  .nformat.on  technology 
■n  'ts  w.dest  sense.  From  consultancy,  systems 
development  and  systems  mtegrat.on  up  to  out- 
sourcmg.  It's  our  bel.ef  that  at  the  end  of  the 
Hne  it  is  always  people  who  make  things  work. 

If  thev  are  wiUmg  to  cooperate,  a  system  w,ll 

thnve,  ,f  they  don't,  it  will  d.e.  So  .t.s  not  enough 
to  understand  technology,  you  have  to  understand 
people  too.  How  they  thmk,  feel,  act. 

What  puts  them  off  and  what  makes  them 
go.  And,  not  least  of  all,  how  thev  commun.cate. 
Because,  no  matter  what  busmess  you  are  m  today, 
better  ways  of  motivating  and  commumcatmg  do 
make  a  difference. 

That's  why  we  say  that  technology  ,s  our 
skill,  but  makmg  people  work  with  ,t  our  art. 
If  that's  the  approach  vou  are  lookmg  for,  let's  talk. 

About  local  or  global  assistance,  about 
''pphcation,  about  SAP,  TRITON  or  MFC/PRO, 
about  systems  development,  transformation  ser- 
vices or  outsourcing.  About  any  mforn.ation  tech- 
nology you  might  need  to  build  a  better  system. 
You  can  contact  us  by  phone:  +31  30  238  68  DO, 
or  on  the  Internet:  http://wwwongin.nl/ 


Human  energy  into  information  technology. 
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THE  DIGITAL  FUTURE  

SONY'S 
NEW  WORLD 

A  one-stop,  high-technology  entertainment  shop 


CEO  IDEI:  He 

the  ntcjod  at 


It  looks  like  child's  play. 
A  researcher  in  blue 
jeans  at  Sony  Corp.'s 
Computer  Science  Lab 
— an  academic  oasis  amid 
Tokyo's  cacophony — casts 
Lego  toys  about  the  lab 
floor  Then,  a  small  robot 
wearing  a  tiny  video  cam- 
era and  transmitter  ex- 
plores the  obstacle-strewn 
landscape.  Sending  video 
images  to  a  workstation 
mnning  software  that  sim- 
ulates human  learning,  the 
robot  creates  a  "cognitive 
map" — an  important  first 
step  toward  becoming  autonomous.  Up 
the  street,  Sony  technical  wizards  are 
experimenting  with  futuristic  software 
that  puts  a  human  face  on  a  computer — 
almost  literally.  An  on-screen  talking 
head  carries  out  your  instructions  and 
responds  to  you:  Smile  at  it,  and  it 
smiles  right  back. 

Five  thousand  miles  away,  at  Sony 
Pictures  I  mage  works  in  Culver  City, 
Calif.,  engineers  fi-om  Tokyo  watch  their 
American  counterparts  create  whizbang 
special  effects  for  Sony  Pictures  Enter- 
tainment. The  team  worked  on  the  liigh- 
tech  hit  Jiiniaiiji,  and  got  kudos  for  an- 
imating Disney's  James  and  the  Giant 
Peach.  In  coming  years,  Imageworks 
will  help  Sony  define  the  next  genera- 
tion of  "human  interfaces"  that  will 
transform  television. 

Cognitive  maps?  Human  interfaces? 
Not  the  kind  of  lingo  you  would  expect 
ft'om  a  company  that  hawks  Walkmen 
and  Tiinitron  TVs.  But  for  Sony,  these 
futuristic  preoccupations  are  a  matter  of 
survival.  Under  the  stewardship  of  CEO 
Nobuyuki  Idei,  the  company  is  prepar- 
ing for  the  day  when  TVs  and  other  con- 
sumer- gizmos  go  digital,  interactive,  and 
smart.  Idei  believes  TVs — incorporating 
their  own  powerful  computers — will 
manage  a  flood  of  programming  from 
cable,  satellite,  video  disks,  and  the  In- 
ternet. The  new  interface  software  will 
ensui'e  that  choosing  programs  remains 


has  lifted 
Sony 


as  mindless  as  channel 
surfing  with  a  remote  con- 
trol in  one  hand  and  a  cold 
beer  in  the  other. 

A  year  into  his  tenure, 
Idei  has  come  up  vdth  a 
sweeping  strategy  for 
Sony's  futiu'e.  The  first  pri- 
ority: defending  Sony's  po- 
sition as  the  preeminent 
brand  in  the  living  room 
as  the  worlds  of  comput- 
ers, communications,  and 
consumer  electronics  con- 
verge. For  that,  he's  de- 
pending on  new  products, 
due  out  later  tliis  year  and 
early  in  1997,  including  widescreen  TVs 
that  can  ciuise  the  Internet  and  a  next- 
generation  video  .system  known  as  digi- 
tal video  disk. 

Idei  is  convinced  that  if  he  can  find 
the  best  technical  fonnula,  Sony's  con- 
sumer products  will  lead  in  the  coming 
ei'a  of  digital  convergence  as  they  have 
in  the  past  half-century.  If  he  can't, 
the  baton  will  almost  surely  pass  to 
one  of  America's  digital  giants — 
Hewlett-Packard,  pei'haps,  or  IBM, 
or  some  combination  of  Microsoft 
and  its  ai'my  of  hardware  part- 
ners. If  the  others  arrive  fii'st, 
Sony's  clever  robots  in  Tokyo 
could  find  themselves  sweep- 
ing up  aiTjund  Japan's  crum- 
bling electi-onics  factories. 
IN  PLACE.  A  second,  mor-e  im- 
mediate goal  for*  Idei  is  to  r-e- 
pair  Sony's  biggest  financial 
disaster  and  embarrassment: 
its  Hollywood  stu- 
dios. For  a  start,  Idei 
has  put  in  place  a  GHR«,<hi., 
determined  cost-cut- 
ter, Alan  Levine 
(page  108). 

The  third  pillar  of 
Idei's  strategy  is  to 
make  the  har-dware 
and  software  arins  of 
his  entertainment 
empire  work  better 


HARDWARE  Globally  ad 
quality  and  innovation  let 
charge  a  prennium  for  cons 
electronics  gear  like  Trinitr 
TVs,  and  canncorders.  Son;" 
also  a  top  supplier  of  CD 
devices  and  digital  produc 
gear  used  by  TV  studios.  It 
earns  high  margins  on  lase 
diodes,  optical  pickups,  arfei 
lithium-ion  batteries. 


MULTIMEDIA  PlayStation  symbolizes  the  un 
of  Sony's  manufacturing  prowess  and  its  entei 
tainment  software  savvy.  Sony's  high-tech  mo\ 
multiplexes  are  the  top  grossers  in  Am.erica.  1 
fall,  visitors  to  a  Web  site  called  "Sony  Statii 

 will  be  able  to  play  games  C|, 

 '  i  the  Internet,  download  movi 

previews  and  interviews  wit! 
the  stars,  play  Sony-syndica 
Dating  Game,  and  maybe  e\ 
go  on  tour  with  rock  bands. 
Visitors  who  log  on  with  Son 
gear  will  see  things  other 
cybertravellers  can't 
,-^.-k-'^^-^     t>  access. 
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DREAM  KIDS: 

Sony's  vaH)ifed 
engineers 
research  facial 
animation 


rWARE  Long  a  major  profit 

r,  Sony  Music  Entertainment  (for- 
CBS  Records)  has  spiffed  up  its 
roster  of  stars — Barbra  Streisand 

5ruce  Springsteen — with  hot  acts  such 

arl  Jam  and 

ring.  Sony's 

tudios  are 

ing  out  such 

s  Jumanji, 

I  took  in  $250 

n  worldwide. 

s  Imageworks 

iS  special 

:s  for  Sony 

thers.  Syndication  of  TV  shows  such 

infeld  and  Mad  About  You  bring  in 
million  a  year. 


together.  Since  entertainment  is  in- 
creasingly a  digital  game,  Idei  wants  to 
gi'ab  a  foothold  in  the  computer  business 
and  to  turn  its  site  on  the  World  Wide 
Web — now  called  Sony  Online — into  a 
full-blown  entertainment  venue.  Next 
month,  Sony  will  unveil  a  personal  com- 
puter in  the  U.  S.,  its  first  since  the 
1980s,  when  Idei  directed  a  failed  ef- 
fort to  ci'ack  the  office  computei-  market 
in  Japan. 

If  the  idea  of  leveraging  hardware 
against  software  rings  a  bell,  it's  no  sui- 
prise.  This  was  the  "synergy"  rationale 
behind  its  purchase  of  Columbia  Pic- 
tures in  1989.  But  synergy  never  got 
much  ftuther  than  Arnold  Schwarzeneg- 
ger using  Sony  Mini  Disc  players  in 
Sony's  money-losing  The  Last  Action 
Hero.  Today  at  Sony,  the  word  "syner- 
gy" is  taboo. 

This  time  around,  however,  the  mar- 
riage of  hardware  and  "content"  could 
have  a  real  payoff.  The  soaring  popu- 
larity of  the  Inter- 
net's   World  Wide 
Web  and  new  soft- 
ware schemes  such 
as  Sim  Microsystems' 
Java,  are  reducing 
the   power  of  the 
"Wintel"  platfomi  (computers  using  In- 
tel chips  and  Microsoft  Windows).  The 
Web  will  permit  the  attachment  of  all 
sorts  of  new  devices — and  will  drive  de- 
mand for  new  content  as  well.  Sony 
sees  a  chance  to  create  profitable  new 
forms  of  hardware  that  will  attach  to 
the  Net,  but  will  also  run  exclusive 
Sony  software.  The  prototyj^e  is  Sony's 
hot  PlayStation  videogame.  Most  of 
the  software  written  for  this  de- 
vice will  i-un  on  no  other  comput- 
er or  game  platform,  guarantee- 
ing Sony  lush  margins  and  a 
loyal  following. 

If  a  new  era  of 
consumer  electronics 
is    coming,  Sony 
seems  a  logical  can- 
didate to  lead.  Since 
its  stall  in  a  bombed- 
out  Tokyo  neighbor- 
hood in  May,  1946, 
Sony  has  led  the  way 
with  transistor  ra- 
dius, \  ideocassette  recorders,  the 
Walkinan,  and,  with  Pliihps,  the  au- 
dio CD.  With  its  hardware  fortune,  it 
took  over  cbs  Records  and  Columbia 
Pictures  and  gi-ew  into  a  global  entity 
with  135,000  employees  and  sales  head- 
ing toward  $50  billion. 

Today,  Sony  is  the  epitome  of  the 
vertically  integi'ated  company.  Its  busi- 
ness stretches  over  the  complete  elec- 


tronics and  entertainment  food  chain, 
from  diodes  to  divas.  It  has  a  lock  on 
critical  components,  including  half  the 
market  in  optical  pickups  for  to  players 
and  the  lead  in  lithium-ion  batteries  for 
notebook  PCs  and  cellular  phones. 
BETTER  MOOD.  Sony  sells  11  million  col- 
or TVS  a  year — more  than  10%  of  the 
global  market — and  is  a  leading  suppUer 
of  most  home  audio  and  video  gear.  The 
rich  output  from  Sony  Music  and  Sony 
Pictures  helps  all  these  gadgets  come 
ahve.  "Sony  can  take  both  professional 
customers  and  consumers  from  end  to 
end  in  digital  audio  and  video,"  says 
Alan  Bell,  senior  analyst  at  Sehi'oders 
Securities  (Japan)  Ltd. 

Idei,  58,  can  claim  much  of  the  credit 
for  lifting  the  mood  at  Sony  and  ele- 
vating external  perceptions.  An  intel- 
lectual jack-of-all-trades  who  loves  golf 
and  spins  through  Tokyo  in  a  metallic- 
gray  Jaguar,  he's  a  symbol  of  change 
for  a  company  that  only  a  year  ago 
seemed  to  have  fallen  from  gi'ace.  Dis- 
tracted by  the  strong  Japanese  yen,  the 
domestic  recession,  and  the  1993  stroke 
of  its  co-founder  and  chairman,  Akio 
Morita,  Sony's  management  tripped  up. 

Tilings  came  to  a  head  in  1994.  Oper- 
ating profits  had  been  down  foi'  three 
years,  but  1994  was  a  disaster.  Sony 
Pictures  Entertainment  took  a  $2.5  bil- 
lion write-off  in  goodwill,  and  nearly 
$500  million  to  cover  bad  projects  and 
lawsuits.  It  was  the  corporation's 
biggest  embarrassment  since  it  pulled 
the  plug  on  its  Betamax  video  fomiat. 
In  the  1994  fiscal  year  ending  Mar.  31, 
1995,  Sony  suffered  its  fii'st  loss  ever:  a 
wTenching  $2.8  billion. 

Norio  Ohga,  now  chairman,  passed 
over  more  senior  managers  and  chose 
Idei  to  fill  the  ceo  slot.  Ohga  felt  the 
company  needed  a  strong  leader  in  the 
mold  of  Morita — the  pioneer  who 
brought  forth  the  Walkman,  set  up  U.  S. 
TV  manufacturing  in  1972,  and  promoted 
the  fh'st  foreigners  to  Sony's  board  in 
1989.  Tlie  cosmopolitan  Morita  had  made 
Sony  a  maverick,  a  company  outside 
the  government-led  ring  of  electronics 
companies  focused  on  semiconductors 
and  mainframe  computers. 

Nobody  could  replace  Morita.  But  in 
Idei,  Ohga  saw  a  man  who  at  least  re- 
sembled him  in  spirit.  "Morita  acted 
with  his  own  ideas.  There  aren't  many 
Japanese  managers  like  this,"  says 
Ohga.  Idei  set  Sony  squarely  on  the 
path  to  digital  convergence.  He  pro- 
moted younger  "digerati"  and  quickly 
got  rid  of  high-living  Michael  P.  Schul- 
hof,  head  of  U.  S.  operations. 

Ask  Idei's  friends  what  he's  like, 
and  the  answer  is  the  same:  "Un-Japan- 
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ese."  He  speaks  his  mind  and 
demands  candor  from  others. 
Unlike  most  Japanese,  he  so- 
cializes less  with  his  office 
associates  than  with  his  golf 
buddies,  most  of  whom  run 
small  businesses.  He  sings 
kai-aoke  at  home  and  is  a  fan 
of  opera  and  rock  music. 
"When  we  went  to  see  the 
Eagles  last  November,  he 
stood  up  and  boogied,"  one 
secretary  recalls. 
WELL-WORN  TRAIL.  To  help 
create  a  corporate  culture 
conducive  to  his  computer 
strategy,  Idei  has  dubbed  his 
minions  Digital  Dream  Kids. 
He  hopes  to  spur  them  on  to  great  in- 
novations that  will  extend  the  company's 
tradition.  A  tyjDical  idea:  TVs  that  func- 
tion as  "home  terminals,"  to  play  games, 
browse  the  Web,  print  photos,  handle 
bank  transactions,  and  so  on. 

To  be  sure,  this  vision  is  not  unique. 
Thomson  Consumer  Electronics,  whose 
RCA  brand  rivals  Sony's  in  the  U.  S., 
has  already  demonstrated  Web-ready 
televisions.  Giant  Philips  is  on  the  same 
trail,  and  a  host  of  U.  S.  companies  have 
ideas  for  merging  the  two  technologies. 


EYEFUL:  Sony's  New  York  exhibit  draivs  thousands  of  visitors 


Moreover,  for  Sony  to  prevail,  Idei 
will  have  to  deal  with  some  Hngering 
cultural  issues.  Sony's  loner  origins  and 
meteoric  rise  have  bred  a  reputation 
for  aiTogance.  The  ill  effects  aren't  dif- 
ficult to  spot:  Sony  supported  its  own 
Betamax  vcR  fonnat  long  after  the  rival 
VHS  system  had  triumphed  in  the  mar- 
ket. Just  last  year,  in  the  fonnat  battle 
of  digital  video  disks,  Sony  and  its  part- 
ner. Philips,  were  trounced  because  they 
failed  to  court  the  Hollywood  film  in- 
dustry. They  just  assumed  the  other 


movie  studios  would  fall 
line.  Instead,  they  backed 
setup  from  Toshiba  Cor] 
and  Time  Warner  Inc. 

Idei  insists  that  Son 
knov/s  how  and  when  to  co 
laborate.  Take  the  PlaySti 
tion.  Early  in  1994,  Sony  n 
solved  to  introduce  the  ne-\ 
game  platform  in  Japan  i 
time  for  Christmas.  To  pu 
off  the  launch,  it  neede 
compelling  games.  Sony  fire 
up  its  development  teams 
But  it  also  offered  cheap  1 
censes  and  design  tools  t 
200  independent  developers 
includmg  Nameo  Ltd.,  whic 
also  writes  for  Nintendo  and  Sega.  A 
told,  about  80%  of  the  250  PlayStatio 
titles  on  the  market  today  were  deve 
oped  by  outside  contractors. 

The  approach  paid  off.  Since  its  debt 
in  December,  1994,  the  PlayStation  ha 
grabbed  about  40%  of  a  market  tha 
had  been  dominated  by  Sega  and  Nir 
tendo.  Sony  has  now  sold  5  million  plaj 
ers,  and  consumei's  have  bought  seve 
or  eight  game  disks  each — netting  tid 
royalties  for  the  company. 

Many  of  the  new  digital  initiative 
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divitiends  every  year  for  at  least  the 
hist  10  years.  For  more  information, 
consult  your  financial  representative. 
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HOW  TO  MAKE 
MULTIMEDIA  CONNECTIONS 
CHILD'S  PLAY. 


If  you're 
confused   about  which  way 
to  turn  on  the  information  superhigh- 
way, maybe  we  can  help.  Multimedia  is  the 
sum  of  many  parts,  and  we've  had  a  part  in  most 
of  them.  qD  Our  data  storage  and  imaging  systems 
take  on  graphics-intense  applications  from  home 
computers  to  Hollywood  special  effects.  We're  bringing 
multimedia  to  networking  applications  with  our  new  family 
of  ATM  chips,  cp  Services  like  video-on-demand  and 
long-distance  learning  are  brought  to  you  through  our  ATM 
switching  systems.  Our  scalable  parallel  supercomputers 
help  visualize  processes  too  complex  for  eyes  to  see. 
Cp  So  if  you're  looking  for  direction  on  the  informa- 
tion highway,  look  for  us.  You'll  find  us  at  every  turn. 
We're  a  $30  billion  company  with  a  worldwide 
multimedia   investment.   We   can  help 
you  make  getting  up  to  speed, 
child's  play. 
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Information  Processing 


are  based  on  partnerships,  too. 
To  get  into  pes,  Idei  struck  an 
alliance  with  Intel,  which  will 
build  motherboards  for  Sony's 
Wintel  PCS.  Sony  also  is  work- 
ing with  Microsoft,  Apple 
Computer  Inc.,  and  others  to 
create  advanced  set-top  box- 
es. Working  with  Qualcomm 
Inc.,  it  hopes  to  pioneer  wire- 
less home  networks  that  could 
untangle  the  spaghetti  of 
wires  behind  the  TV. 
GOOD  VIEW.  On  the  other 
hand,  Idei  continues  to  push 
projects  that  will  use  unique 
Sony  hardware  and  content — 
and  deliver  fatter  profits  than 
industry-standard  setups.  Sony's  Web 
site,  from  which  Net  surfers  can  now 
download  movie  or  music  chps  for  free, 
is  in  for  a  total  overhaul  this  fall.  The 
basic  idea  is  to  tiUTi  it  into  Sony  Station, 
an  online  area  for  interactive  entertain- 
ment, featuring  Sony  content.  It  will 
still  be  accessible  over  the  Internet.  But 
Sony  executives  hint  that  people  who 
log  on  using  Sony  gear — whether  game 
machines,  Sony  PCs,  or  handheld  com- 
municators— may  get  to  see  things  no- 
body else  will.  "If  we  can  get  an  ad- 


IN  STYLE:  A  New  York  City  shop  burnishes  the  Sony  name 


vantage  to  our  hardware  side  by  offer- 
ing proprietary  things  you  can  only  do 
with  that  haixlwai'e,"  says  Jeff  Sagansky, 
executive  vice-president  of  Sony  Corp. 
of  America,  "we'll  do  it,  because  the 
margins  are  better." 

Can  this  approach  w-ork  on  the  wide- 
open  Internet?  Many  dismiss  the  giant 
because  of  its  two  failed  forays  into 
computers — each  time  bucking  industiy 
standards.  "Sony  has  always  gone  off 
in  other  directions  on  the  computer 
side — always  unsuccessfully,"  says  Sun 


ISRF        Microsystems  ceo  Scott  ( 
McNeaiy. 

Intel  CEO  Andrew  S.  Grov 
questions  whether  consume: 
electronics  companies  can  ste; 
the  PC's  thunder.  "If  you  try  t 
make  a  TV  mimic  the  feature 
of  a  PC,  you'd  better  be  pn 
pared  to  render  the  same  le 
el  of  consumer  experienc( 
that  PC  users  are  accustom* 
tu,"  Grove  argues.  Users  wi 
want  local  storage,  fast  mien 
processors,  and  good  connei 
tivity  to  the  Net,  he  says- 
what  they  get  in  an  Intel  PC 
Even  computer  rival 
however,  concede  that  Son 
has  something  they  covet:  Sony's  bran 
name  "will  be  a  big  advantage,"  say 
Ian  Diery,  president  of  AST  Researcl 
Indeed,  the  Sony  name — a  combin 
tion  of  the  Latin  sonus  and  the  Eng 
lish  'sonny' — is  the  most  recognize 
brand  in  the  U.  S.,  according  to  a  n 
cent  Harris  Poll,  outranking  McDor 
aid's  and  Coke.  To  enhance  the  Son 
name,  Idei  is  funding  elegant  "styl 
shops"  such  as  the  one  at  its  Ne\ 
York  headquarters,  which  drew  200,00 
visitors  last  year.  A  growing  chain  c 
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Introducing  The  Berger  New  Generation  Fund 


"Innovation  is  exploding. 
Here's  a  new  approach  to  investing  in  it.' 

-Bill  Berger.  Shareholder  &  Trustee 


1 


Consider  how  quickly  the  world  moves  today.  Ten  years  ago,  you  prohahly  didn't  know  how  to  turn  on 
a  ctimputer,  much  less  sLirt  the  Net.  Now  its  a  part  oi  our  daily  lives. 

In  fact,  you  hear  reports  ot  new  advances  every  day.  Breakthrt)u,yhs  in  medicine,  telecommtmications 
technology,  hiotechiiology  entertainment  and  electronics.  Now  there's  a  fund  that  can  help  you  take 
advantage  ot  some  of  these  amazing  new  developments  —  the  nt)-load  Berger  New  Generation  Fund. 

Nil  one  person  can  track  down  hard-charging  companies  ot  the  future  hy  themselves.  Why  not  let 
the  Berger  New  Generation  Fund  do  the  legwork  tor  you.  The  Fund  is  seeking  out  companies — some 
recognizable,  some  not —  it  believes  will  change  the  dynamics  of  their  industties  and  significantly 
impact  our  lives. 

This  Fund  fills  a  unique  niche. ..looking  to  invest  in  leaders  of  the  new 

generation.  Let  somebody  else  invest  in  the  followers.  » 


Invest  in  the  future  today. 
Call  I-8DD-333-IDDI.  Dept.  A25I. 

We'll  send  a  prospeclus  with  more  information  including  management 
fees,  charges  and  expenses.  Read  it  carefully  before  investing. 


Together  we  can  move  mountains." 
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Funds  distributed  by  the  Berger  Funds,  Inc 
©1996  Berger  Associates,  Inc, 
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movie  theaters  also  bolsters  the  Sony 
name. 

But  the  most  important  edge  may  be 
Sony's  decades  of  making  machines  for 
the  living  room.  Computer  makei's  know 
their  machines  lag  behind  consumer 
electronics  gear  in  "ease  of  use."  As  Mi- 
crosoft Chairman  William  H.  Gates  III 
told  a  recent  industry  conference  where 
he  outlined  a  new  consumer  PC  format: 
"It's  fairly  emban'assing  to  see  the  PC  is 
not  competitive.  It's  too  hard  to  use." 

Sony  has  a  headstait  in  making  usable 
gizmos  and,  on  the  Net,  Sony  executives 
believe  they  can  define  a  new  relation- 
ship between  hardware  and  software 
content.  While  the  Internet  phenomenon 
is  based  on  widely  accepted  "open"  stan- 
dards, there  might  indeed  be  room  for 


additional  Sony-only  mateiial.  "There  can 
be  something  proprietary,"  says  For- 
rester Research  Inc.  analyst  William 
Bluestein  in  Cambridge,  Mass.  "Sony 
could  use  the  Internet  as  a  deliveiy  plat- 
foiTn  that  would  support  its  devices." 

Sony's  ability  to  blaze  its  own  path 
very  much  depends  on  how  distinctive 
its  technology  is.  Idei,  who  has  little 
patience  for  lengthy  progi'am  menus  or 
complicated  button-pushing,  wants  Sony 
products  to  break  away  fi'om  the  model 
of  TV  channel-sui"fing  or  PC  Web  bi'ows- 
ing.  That's  why  the  folks  in  the  lab  are 
so  busy  with  projects  such  as  the  three- 
dimensional  boy  who  speaks  youi-  lan- 
guage, gestui'es  sincei-ely,  and,  no  matter 
where  you  sit,  looks  you  sti-aight  in  the 
eye.  Tell  him  what  you  want  to  watch, 


and  in  a  few  seconds,  he  will  sugge 
some  programs  coming  up  and  descril 
what  was  recorded  during  the  day.  T! 
new  technological  paradigm  "can't  be 
cool,  hardware-oriented  thing,"  sa; 
Toshi  T.  Doi,  president  of  the  Comput 
Science  Laboratories  in  Tokyo.  "It  w 
be  a  wann  animal,  othei-wise  it  will  n 
survive." 

If  Idei  can  move  such  marvels  in 
the  marketplace,  Sony's  smart  robo 
won't  have  to  be  sweeping  uj)  in  Japai 
crumbling  factories.  They  will  be  t' 
busy  helping  Sony  crank  out  all  tho 
digital  gizmos  for  the  living  rooms 
the  21st  century. 

By  Steven  V.  Bmll  in  Tokyo  and  Ni 
Q)-oss  in  New  York,  with  Roheii  D.  H 
in  San  Francisco 


LIGHTS!  CAMERA!  BAUNCE  SHEET! 


It's  power-lunch  time  at  the 
Rita  Hayworth  dining  room 
on  Sony  Pictures'  Culver 
City  lot.  Danny  DeVito 
trudges  in.  Nearby  Alex  Tre- 
bek,  host  of  the  TV  game 
show  Jeopardy,  holds  couit. 
All  but  oblivious  to  the  high- 
voltage  networking,  studio 
President  Alan  Levine  hunch- 
es over  his  pea  soup  and  dis- 
cusses the  motion  pictm-e  in- 
dustry's byzantine  accounting 
rules. 

A  onetime  business  attor- 
ney, Levine  is  the  antidote  to 
Sony  Pictures  Entertain- 
ment's old  regime.  The  stu- 
dious, low-key  49-year-old  ex- 
ecutive isn't  spinning  grand 
plans  hke  his  predecessor,  the 
hyperkinetic  Peter  Guber  And  that's 
0.  K.  by  Sony  Corp.:  It  was  Guber's 
disregard  for  fiscal  realities  that  led 
Sony  through  five  years  of  self-indul- 
gent extravagance,  big-budget 
bombs,  and  rarely  realized  ambitions. 
BIG  LOSS.  Since  taking  over  in  Octo- 
ber, 1994,  Levine  has  gone  a  long 
way  toward  I'estoring  the  Sony  name 
in  Hollywood.  The  film  and  TV  opera- 
tion is  finally  i-unning  hke  a  business. 
After  pushing  the  parent  company 
into  its  fii"st-ever  loss  in  1994,  the 
studio  has  had  five  consecutive  prof- 
itable quarters.  For  the  fiscal  year 
that  just  ended,  it  earned  more  than 
$200  milHon  on  revenues  of  $3  biUion. 

Most  of  Levine's  profits  come  fi-om 
a  TV  unit  that  is  syndicating  such 


EARTHBOUND:  Movie  boss  Levine  focuses  on  costs 


network  hits  as  Wio's  the  Boss?  and 
Married. . .  With  Children.  But  aver- 
age film  costs  are  down  as  well.  And 
even  if  Sony  still  lays  the  occasional 
egg,  like  Mary  Reilly,  it  also  boasts 
such  low-budget  hits  as  Sense  and 
Sensibility  and  The  Craft.  Moreover 
the  studio  is  showing  unaccustomed 
restraint:  It  teamed  with  the  Walt 
Disney  Co.  for  the  costly  Starship 
Troopers,  and  it  halted  plans  for  a 
Godzilla  remake  when  the  budget 
came  in  at  $130  milhon. 

But  what  of  the  company's  fu- 
ture? Unlike  Guber  and  Michael  P. 
Schulhof,  the  former  chairman  of 
Sony  Corp.  of  America,  who  openly 
courted  networks  and  cable  compa- 
nies and  even  contemplated  purchas- 


ing the  Los  Angeles  Kings 
hockey  team,  Levine  demon- 
strates only  modest  expan- 
sionist tendencies.  He  is  no 
longer  trying  to  cement  a  dis- 
tribution partnership  by  sell- 
ing off  a  slice  of  the  company 
to  a  cable  operator  or  a 
broadcaster,  for  example. 
More  likely  now,  report 
knowledgeable  sources,  Sony 
will  spin  off  a  piece  of  the 
studio  in  a  public  offering 
within  a  year  to  raise  cash. 

Meanwhile,  Levine  presses 
ahead  quietly.  The  Game 
Show  Network,  launched  last 
year  to  milk  Sony's  trove  of 
game  shows,  has  been  accept- 
ed slowly  by  cable  operators. 
Sony  has  also  launched  over- 
seas cable  channels  from  Latin 
America  to  India  to  broadcast  Sony 
movies  and  TV  shows. 

Most  promising,  Levine  is  align- 
ing the  studio  with  ceo  Nobuyuki 
Idei's  digital  vision.  The  Image- 
works  unit,  which  makes  TV  com- 
mercials and  special  effects  for  Sony 
and  othei-  studios,  is  also  working  on 
exotic  software  "interfaces"  for 
Sony's  new  computers.  Idei  likes  to 
visit  Imageworks  when  he's  in  town, 
and  Levine  doesn't  mind  giving  the 
boss  studio  tours.  He  can  show  off 
some  dazzling  technology,  stars  such 
as  Jim  Carrey — and  best  of  all,  a 
clean  balance  sheet. 

By  Ronald  Grover 
in  Culver  City,  Calif. 
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MAKE  YOUR  SMALL  AD 
BUDGET  WORK  LIKE 
A  MILLION 


By  reaching 
millions  of 
your  best 
buying 
prospects. 

The  Business  Week 
Technology  Guide. 


Small  aiid  growing  tecluiology  companies  are  praising  the  Business  Week  Technology  Guide.  Wiiy?  It  extends  tlieir 
messages  to  more  than  six  miUion  business  professionals,  including  hard-to-reach  senior  management,  where  critical 
final  buying  decisions  are  made.  And  it  does  this  at  a  suiprisingly  affordable  cost. 

In  the  Technology  Guide,  you'll  profit  from  inquiries  through: 

•  your  800  number 

•  a  reader  service  card 

•  a  fax-on-demand  semce 

•  a  website  on  the  Internet:  http://www.bw-tech.com 

One  recent  ad  from  the  Technology  Guide  generated  240  inquiries  through  the  card  alone.  No  wonder  60%  of 
the  ads  in  the  Technology  Guide  are  from  repeat  advertisers. 

No  ad?  No  problem!  Just  give  us  your  logo  and  hterature  and  we'll  create  an  ad  for  you. ..free. 

You  can't  afford  not  to  advertise  in  the  Business  Week  Technology  Guide.  For  more  information,  call  (800)  217-3071 
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HOT  GROWTH 
COMPANIES 

Corporate  America  is  slowing?  Don't  tell  these  dynamos 


Philosophy  may  seem  a  far  cry  fi-om  cutting-edge 
softwai'e.  But  for  Benjamin  C.  Cohen,  ceo  of  Log- 
ic Works  Inc..  the  link  is  as  hnear  as  a  syllogism. 
Wliile  he  earned  a  PhD  in  pMosophy  at  Stanford 
Univei'sity  in  1982,  Cohen's  studies  of  artificial  in- 
telligence and  logic  fiieled  an  interest  in  computei^s. 
After  biief  teaching  and  research  stints,  Cohen 
left  academia.  "I  wasn't  cut  out  to  be  a  profes- 
sor," he  says.  "I  needed  something  more  exciting." 

Logic  Works  definitely  cjuahfies.  Since  Cohen  started  the 
softwai'e  company  out  of  his  Highland  Park  (N.J.)  basement  in 
1988,  he  has  tapped  into  a  huge  unmet  market.  High-pow- 
ered customers  such  as  the  Pentagon,  General  Electric,  and 
even  Microsoft  use  Logic  Works  software  to  design  sophisti- 
cated databases  that  track  eveiytliing  fi'om  customer  orders  to 
warehouse  inventory  flow.  Revenues  at  Logic  Works  have 
gi-own  an  annual  average  of  175.7%  over  three  years,  to  $;^.7 
million  for  the  latest  12  months.  Earnings  have  jumped  an 
average  153.1%,  to  $1.7  million. 

The  blend  of  high-octane  sales  and  earnings 
gi'ovrth,  plus  a  sky-high  retmn  on  capital,  helped 
Logic  Works  eam  the  No.  8  spot  on  business 
week's  1996  list  of  the  100  fastest-gi'owing  small 
companies.  The  Princeton  (N.J.)  company  is 
the  biggest  player  in  the  roughly  $100  million 
market  for  such  software.  But  there  is  no  time 
for  resting  on  lam-els.  Rivals,  including  Sybase 
Inc.,  a  nearly  $1  billion  company  from 
Emeryville,  Calif.,  are  homing  in  on  the  lucra- 
tive mtu'ket.  Among  the  innovations  expected  to 
keep  Logic  Works  ahead:  ModelMart,  a  $19,995 
system  that  lets  progi*amming  teams  design 
databases  collaboratively.  "They  will  retain  the 
lead,"  says  analy.st  Charles  E.  Phillips  of  Morgan 
Stanley  &  Co.  "They  ar-e  more  focused,  and 
they've  got  name  recognition." 

That  competitive  drive — antl  the  vision  to 


Unslakable 
demand  for 
technology  is 
fueling  many 
of  this  year's 
highfliers 


unearth  and  exploit  untapped  opportimities — nins  through  alll^: 
the  companies  on  business  week's  1996  Hot  Growth  list.  It's 
also  what  gives  them  a  leg  up  over  much  bigger  brethren. 
Even  as  a  slowing  economy  stalled  to  dull  gi'owth  in  Coi-porate 
America,  these  red-hot  companies  continued  to  sizzle.  For  the 
last  thi-ee  yeai-s,  the  100  companies  saw  sales  grow  an  average  i 
of  60.8%,  vs.  7.2%'  for  the  Standard  &  Poor's  Industrial  index. 
Earnings  gi-ew  1.39.4%,  vs.  the  s&p's  26.9%,  while  return  on  in- 
vested capital  hit  27%,  vs.  11.2%. 

EFFICIENCY  EXPERTS.  Logic  Works  isn't  the  only  Hot  Growth 
company  riding  the  technology  wave.  Softwai-e  and  computer-ser-' 
vice  providers  made  up  23  of  the  listed  companies,  wliile  semi- 
conductor's, components,  and  telecommunications  added  10  moi'e. 
"There  is  a  strong  effort  to  keep  costs  down,  and  to  do  that  you 
have  to  invest  in  new  ecjuipment,"  .says  David  A.  Wyss,  research 
du'ector  at  DRi/McGraw-Hill.  Tliat  includes  this  year's  No.  1, 
Remedy  Coip.,  which  makes  computer  help-desk  softwai-e.  Sy- 
metrics  Industries  (No.  12)  makes  components  for  telecommu- 
nications systems,  ess  Technology  Inc.  (No. 26)  builds  audio 
cliips  that  let  multimedia  computers  truly  sing.  | 
Many  of  these  tiny  dynamos  ar-e  profitingR 
fr-om  outsourcing,  downsizing,  and  Corporate 
America's  push  for-  efficiency.  Tlirough  a  dozen 
r-ur-al  call  center-s,  apac  TeleSer-vices  (No.  4): 
staffs  customei--ser-vice  lines  for-  such  clients  as 
J.  C.  Penney  Co.  Eltr-on  International  Inc.  (No.  2) 
makes  bar--code  pr-inter-s  and  softwar-e  allowing 
customers  such  as  United  Parcel  Service  of 
Amei-ica  Inc.  to  track  shipments  and  inventory. 

Many  others  have  succeeded  by  trolUng  de- 
cidedly low-tech  water-s.  Companies  such  as 
small  town  video-rental  chain  Movie  Gallery 
Inc.  (No.  13)  and  nursing-home  operator  Re- 
tu-ement  Care  Associates  Inc.  (No.  7)  have  pros- 
pered by  developing  lucr-ative  niches — then 
gobbling  up  smaller  r-ivals. 

For  small  companies  in  search  of  capital, 
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ST  OF  THE  HOT 


SALES 

MILLIONS  OF  DOLLARS* 

FRESH  AMERICA 

$145.2 

CAMBRIDGE  TECH.  PARTNERS 

144.8 

GLOBAL  VILLAGE  COMMUNICATION 

144.5 

DATA  SYSTEMS  &  SOFTWARE 

137.6 

HELIX  TECHNOLOGY 

136.7 

'LATEST  FOUR  QUARTERS 

SALES  GROWTH 

AVERAGE  ANNUAL  RATE* 

RETIREMENT  CARE  ASSOCIATES 

313.9% 

NETMANAGE 

193.0 

ELTRON  INTERNATIONAL 

182.5 

LOGIC  WORKS 

175.7 

ATRIA  SOFTWARE 

173.6 

•LATEST  THREE  YEARS 

EARNINGS 

 ML^LONSjJF  DOLLARS* 

COGNEX  $28'd^ 
HEUnYCHNOLOGY  24.6" 
MACROMEW  23.0 
CAfAllNAMARKETrNG"  22.0' 

nYtmanage]^^^^]]^  22i 

*UTEST  FOUR  QUARTERS 

EARNINGS  GROWTH 

AVERAGE  ANNUAL  RATE* 


TSX 

1,728.2",. 

OPAL 

861.5 

UNIMARK  GROUP 

472.2 

STORAGE  COMPUTER 

349.5 

GENERAL  EMPLOYMENT  ENT. 

318.4 

•LATEST  THREE  YEARS 

MARKET  VALUE 

MILLIONS  OF  DOLLARS* 

APAC  TELESERVICES 

$1,721 

MACROMEDIA 

l,32,s 

SECURITY  DYNAMICS  TECH. 

1^04(i 

REMEDY 

970 

COGNEX  97(1 

•AS  OF  MAY  3 

PROFITABILITY 

AVERAGE  ANNUAL  RATE* 

LOGAN'S  ROADHOUSE 

70.1% 

ACT  MFG. 

55.0 

APAC  TELESERVICES 

51.7 

ELTRON  INTERNATIONAL 

49.9 

DATASTREAM  SYSTEMS 

48.3 

•1 AIEST  THREE  YEARS'  RETURN  ON  INVESiTD  f.Af'lIAi 

Cover  Story 


1995  proved  to  be  a  stellar  yeai'.  Although  the  total  raised 
through  initial  public  offerings,  $31.1  biUion,  di'opped  slightly 
from  1994's  $34  billion,  the  mai'ket  heated  up  in  the  final  quain- 
ter. The  red-hot  pace  continues:  For  the  fir-st  four  months 

of  1996  alone,  IPOs 
raised  $14.7  bilhon. 
The  story  was  even 
better  in  the  venture- 
capital  market,  where  $4.4  billion  was  raised,  an  all-time  high. 

Still,  the  market  wasn't  exactly  enamored  of  small  companies 
last  year.  Even  many  Hot  Growth  companies  that  delivered 
sparkhng  earnings  and  sales  gains  lagged  big-caps.  Shares  of 
the  stocks  on  this  year's  list  traded  at  an  average  of  81% 
of  their  52-week  highs,  while  the  average  s&p  industrial  stock 
is  trading  at  89.8%  of  its  52-week  high.  It's  no  secret  why:  Wall 
Str-eet  went  for  big  consumer  and  manufactiuing  companies  last 
year  as  many,  buoyed  by  cost-cutting,  turned  in  surprisingly 
strong  eaiTiings.  A  weak  dollai;  which  increased  foreign  sales  at 
many  multinationals,  also  helped.  "Small  companies  took  a 
backseat  to  the  overall  market  last  yeai;"  says  John  W.  Ballen, 
poitfoUo  manager  of  mfs  Emerging  Growth  P\md.  "But  this 
year,  small  companies  are  back  in  the  leadership  position." 

That's  because  many  investors  figure  that  fast-moving  en- 
trepreneurs will  do  a  better  job  than  theii'  larger  rivals  at 


keeping  up  the  momentum  as  the  overall  economy  winds 
dowTi.  Wyss  also  adds  that  small  companies  tend  to  be  in  sec- 
tors that  depend  less  on  the  business  cycle.  So  far  this  year, 
the  Russell  2000  small-cap  index  is  up  12.8%,  compared  to 
7.2%'  for  the  s&p  500.  The  only  cloud  on  the  horizon:  "If  in- 
terest rates  continue  to  charge  upward,  that  is  the  gi'eatest 
threat  to  the  current  bull  market  in  growth  stocks,"  warns 
James  P.  Goff,  co-manager  of  the  Janus  Venture  fund. 

If  potential  rewards  are  high,  so  are  the  risks.  Small  com- 
panies often  wither  as  quickly  as  they  blossom.  Consider 
last  year's  No.  1,  toymaker  Happiness  Express.  A  string  of  hit 
gadgets  based  on  the  popular  Mighty  Morphiv  Power 
Rangers  TV  show  had  sent  its  fortunes  soaring.  But  Happi- 
ness Express  jumped  the  track  in  1995.  First,  sales  and 
earnings  tumbled  as  the  Power  Rangers  fad  died  out.  And  in 
early  May,  the  company  announced  that  possible  accoimting  ir- 
regularities would  lead  to  gi-eater  than  anticipated  losses. 
The  shares  have  tumbled  from  15  to  below  3. 

Think  of  it  as  a  cautionaiy  tale  foi'  fast-gi'owing  tiny  com- 
panies— and  those  who  invest  in  them.  The  trick  for  this 
year's  highfliers  is  to  navigate  the  downdrafts  and  continue  to 
soar  ahead  of  the  flock. 

By  Amy  Barrett  in  Washington,  with 
Joseph  Weber  in  Philadelphia 


REMEDY 

Love  Those 
Computer  Glitches 

Lawrence  L.  Garlick's  goals  were 
modest  when  he  started  Remedy 
Corp.  in  a  cottage  behind  his  Palo 
Alto  (Calif.)  home  in  1990.  Years  spent 
gi-appling  with  computer  networks  at 
Xerox  Coip.  and  Sim  Microsystems  Inc. 
convinced  Garlick,  then  41,  that  net- 
work managers  needed  better  tools  to 
fix  the  inevitable  glitches.  Garlick  says 
he  wanted  to  work  on  "a  series  of  small 
pi'oducts  that  might  help." 

Little  did  he  know.  Remedy's  first 
batch  of  software  was  such  a  blazing 
success  that  Garlick  never  got  a  chance 
to  design  the  other  products.  His  brain- 
child: the  Action  Request  System  (ars), 
a  program  to  automate  the  management 
of  technical  support.  In  five  years,  it 
has  been  snapped  up  by  1,300  corpo- 
rate customers,  including  Motorola, 
Compaq,  Wal-Mart,  and  J.  P.  Morgan. 
Remedy's  thi-ee-year  annualized  growth 
of  160.5%  in  sales  and  272.9%.  in  profits 
rockets  it  to  the  top  of  business  week's 
list  of  Hot  Growth  companies  for  1996. 
BIG  ORDERS.  What  makes  ars  so  popu- 
lar? The  progi-am  speeds  service  at  in- 
ternal help  desks — the  beleaguered  call 
centers  that  company  employees  turn 
to  when  their  computer's  go  hay^vire. 
Each  time  a. call  comes  in,  the  software 
notes  the  problem  and  alerts  the  right 
expert.  Problems  get  solved  faster,  and 
usei's  build  up  databases  showing  where 
the  glitches  are.  "It  expedites  finding  a 
solution,"  says  Jack  Leifel,  senior  direc- 


tor of  information-technology  ser-  NO  PROBLEM:  (kirlick's 
vices  at  Motorola  Inc.  softivare  automates 

The  software  has  proven  so  computer  services 
flexible  that  Remedy's  chents  are 
quickly  expanding  its  use  to  build  data- 
bases on  interactions  with  their  own 
customers.  "Remedy  is  the  lai'gest,  most 
profitable,  strongest  player  in  this  seg- 
ment," says  Neil  Weintraut,  an  analyst 
at  Hambrecht  &  Quist,  which  helped 
bring  Remedy  public.  He  expects  the 
market  for  customer-interaction  soft- 
ware to  grow  sevenfold,  to  $3  billion 
by  2000. 

Ai-med  with  bachelor's  and  master's 
degrees  in  electrical  and  computer  engi- 


neering from  Stanford 
University,  Garlick 
spent  years  at  Xerox 
Corp.  and  Sun  Mi- 
crosystems Inc.  By 
the  time  he  quit,  he 
and  two  co-founders 
fi-om  Hewlett-Packai'd 
Co.,  Dave  Maliler  and 
Doug  Mueller,  had 
;  I  massed  tliick  files  of 
industry  contacts. 

It  didn't  take  long 
for  the  money  to  start 
flowing.  Launched  in 
November,  1990,  with 
$1.4  million  in  ventm*e 
capital,  plus  $100,000 
from  Garlick's  pocket, 
Remedy  managed  to 
tiuTi  a  profit  in  its  fifth 
quarter — thanks  in 
part  to  big  orders 
from  Stanfoitl  and  Xe- 
rox. Remedy's  initial 
public  offering  last 
Mai'ch  was  priced  at 
'Zi.  The  fii-st  trade  was 
at  43,  and  the  stock  is 
now  at  83  after  a 
three-for-two  split — 
giving  Remedy  a  mar- 
ket capitalization  of  over  $1.1  billion. 

For  all  its  meteoric  success.  Remedy 
has  also  had  dark  hours.  In  his  strug- 
gling fii'st  year  in  business,  Garlick  tried 
to  get  Xerox  to  purchase  a  stake  in 
Remedy  in  exchange  for  royalties.  Xe- 
r-ox  balked.  But  the  sting  has  long  since 
faded.  "Xerox  is  a  wonderful  customer 
today,"  says  Garlick,  "and  I  don't  have|( 
to  keep  feeding  them  money."  Success, 
after  all,  is  the  best  remedy. 

By  Neil  Gross  in  New  York 
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LOGAN'S  ROADHOUSE 

The  Weil-Done 
Steakhouse 

Vhen  Edwin  W.  Moats  was  asked 
to  help  beef  up  sales  at  a  Lex- 
ington (Ky.)-based  steakhouse,  the 
st  thing  he  did  was  drop  by  for  an 
;ognito  meal  so  he  could  cheek  out  the 
staurant  fi'om  the  dinei's  perspective. 

1  liked  the  neon  signs  that  dotted  the 
ills,  the  blaring  jukebox,  and  the  way 
lers  threw  peanut  shells  on  the  floor 
it  Moats  noticed  patrons  were  wait- 
?  up  to  two  houi"s  to  be  seated,  the  bai- 
ls cramped,  and  the  menu  was  limited. 
3  suggested  adding  more  seats  and  en- 
•ging  the  kitchen  to  handle  larger  voi- 
les and  more  choices.  Within  months, 

2  restaurant  stalled  bringing  in  $80,000 
week,  a  60%  hike. 

Moats,  a  fomier  savings-and-loan  ceo 
10  fu-st  acquired  a  taste  for  the  restau- 
nt  business  when  he  was  a  lending 
3cer  to  Shoney's  Inc.  in  the  mid-1970s, 
lew  he  was  on  to  something.  Moats 
•eady  owned  six  Captain  D's  seafood 
staurant  fi'anchises,  and  he  left  bank- 
j  in  1991  to  become  a  restaiu'ant  con- 
Itant  because  he  wanted  more  exciting 
)rk.  He  has  certainly  found  it:  Along 
th  two  top  managers,  Moats,  48, 
ught  an  80%  interest  in  the  revamped 
jakhouse,  which  became  the  prototy])e 
r  Logan's  Roadhouse  Inc.,  the 
ishville-based  dining  chain  that  is  No.  9 
.  BUSINESS  week's  1996  Hst  of  Hot 


Growth  Companies. 

Since  its  1991 
start,  Logan's  has 
opened  10  company- 
owned  restaurants  in 
Indiana,  Kentucky, 
and  Tennessee.  It 
went  public  last  July, 
and  the  stock  has 
more  than  doublefl,  to 
about  30.  And  in  a 
crowded  industry 
dominated  by  Out- 
back Steakhouse  Inc. 
and  Lone  Star  Steak- 
house &  Saloon  Inc., 
it  has  carved  out  ;i 
profitable  niche.  Last 
year,  Logan's  earn- 
ings rose  83%,  to  $1.9 
milhon,  on  sales  up 
86%,  to  $27.9  million. 

What's  the  sizzle 
behind  the  numbers? 
For  starters,  Logan's 
appeals  to  value-hun- 
gry  families.  It's  pulling  down  cus- 
tomers from  Outback  and  Lone  Star — 
but  yanking  diners  up  from  cheapie 
chains  such  as  Ponderosa  Steak  House. 
Logan's  average  check,  a  tidy  $11.25 
per  person,  compares  with  about  $16 
at  Outback  or  Lone  Star.  His  secret: 
more  smaller  portions  and  low-priced 
menu  options.  One  top-seller  is  a  six- 
ounce  sirloin  dinner  that  goes  for 
around  seven  bucks.  But  Logan's  isn't 
just  steak.  Nearly  55%  of  sales  comes 
fi-om  the  seafood,  chicken,  and  rib  en- 
trees— another  way  to  stand  out  in 
the  crowd.  "We  can  ride  the  wave  of 


NICE  NICHE:  Ahiuts 
made  his  restaurants 
more  diner-friendly 


get 


tlie   steak  craze   but  not 
pigeonholed,"  Moats  says. 

Aware  that  once-successful  en- 
trepreneurs have  burned  out  by 
expanding  too  fast.  Moats  prefers  the 
slow-paced  approach.  He'll  open  only  11 
or  12  additional  restaurants  by  the  end 
of  1997,  plus  three  franchised  units. 
Each  restam-ant  costs  a  pricey  $2.2  mil- 
lion to  build,  but  high  volume  means 
sales  average  close  to  $3.8  million  a 
year.  Analyst  Robert  M.  Derringlon  of 
Equitable  Securities  Corp.  expects  Lo- 
gan's earnings  to  double  this  year,  to 
$3.8  million,  with  revenues  climbing 
48%,  to  $41.2  miUion.  There  aren't  too 
many  restaurant  chains  that  can  sei^ve 
up  results  like  that. 

By  Nicole  Harris  in  Nashville 


HPR 

»   

Managing 
Managed  Care 

When  HPR  Inc.  moved  to  larger 
quarters  in  August,  1995,  Marcia 
J.  Radosevich,  43,  the  company's 
arismatic  and  quirky  CEO,  asked  her 
lysician,  traditional  Chinese  doctor 
ong  Cho,  to  perform  a  feng  shui,  a 
•ocedure  to  dispel  lingering  spirits, 
ong  picked  up  bad  vibes  in  the  corner 
See — where,  it  tirnis  out,  the  previous 
cupant  had  seen  his  business  go  belly- 
).  Radosevich  chose  another  office. 
But  if  Radosevich's  company  had 
ied  to  get  its  HMO  to  cover  Dr  Wong's 
e,  hpr's  CodeReview  billing  software 
ould  have  nixed  the  claim,  dubbing 
e  feng  shui  a  nonstandard  pi'ocediu-e. 
Ferreting  out  extraneous  health-care 
:penditiu-es  has  helped  make  the  Cam- 
•idge  (Mass.)  hpr  No.  12  on  business 


week's  Hot  Growth  list.  Today,  some 
250  large  hmos  and  insurers  use  hpr's 
CodeReview  softwai-e.  Since  hpr's  ipo  in 
August,  1995,  sales  have  jumped  50%,  to 
$17  million,  for  the  nine  months  ended 


RADOSEVICH:  Flagging  fishy 
heal fh-i nsnra nee  cla i )n s 

March,  1996,  with  operating 
income  up  72%,  to  $4  million, 
from  the  year-ago  period. 

The  seed  for  hpr  was 
planted  in  1987,  when  Cater- 
pillar Inc.,  a  self-insured  com- 
pany, began  to  check  out  its 
claims  for  the  first  time. 
Caterpillar  asked  Boston  Uni- 
versity's Health  Policy  Insti- 
tute to  help  develop  a  system 
that  spots  anomalies  in  the 
claims  process.  Once  develop- 
ment was  complete,  the  uni- 
M'l'sity  asked  Radosevich,  a 
li(_'alth-care  consultant  on  staff, 
to  tui-n  it  into  a  business. 

Radosevich  set  up  hpr, 
which  now  licenses  Code- 
Review,  an  outgrowth  of  the  system, 
for  $50,000  to  $400,000  annually. 
CodeRe\iew  finds  clauTis  that  don't  com- 
ply with  standards.  It  can  show  that  a 
lab  is  separately  billing  a  series  of  tests 
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when  they  should  be  submitted  as  a 
package,  for  example.  CodeReview  flags 
about  20%  of  all  claims  and  automati- 
cally reduces  payment  to  doctors. 


Cover  Story 


In  the  tightfisted  managed-care 
world,  that's  good  news  for  employers 
and  insurers.  "The  market  is  unpene- 
trated,"  says  Ann  C.  Gallo,  an  analyst 
with  Alex.  Brown  &  Sons  Inc.  hmos 


ANCHOR  GAMING 

A  High  Roller 
Hits  the  Jackpot 

Stanley  E.  Fulton,  ceo  of  Anchor 
Gaming,  has  always  loved  a  game 
of  chance.  But  he  has  never  beaten 
the  odds  hke  tliis  before.  Just  two  years 
ago,  his  slot-machine  company.  Las  Ve- 
gas-based Anchor,  went  public  at  14. 
Today,  Anchor's  shares  trade  at  about 
48.  "There's  nowhere  to  go  but  up," 
says  the  chain-smoking  Fulton,  soimcUng 
like  a  high  roller  on  a  hot  streak. 

Fulton,  65,  appears  to  have  more  than 
luck  on  his  side.  He  has  the  Wheel  of 
Gold,  one  of  the  industry's  hottest  slots. 
Since  their  1995  introduction,  casinos 
have  put  in  300  of  the  gleaming  white 
Wheels  and  ordered  700  more.  Essen- 
tially a  souped-up  slot  machine,  it's  out- 
fitted with  a  colorful  roulette-like  wheel, 
which  spins  every  68  plays  or  so.  When 
it  does,  the  prize  displayed  can  triple  a 
player's  winnings.  Wheel  of  Gold  brings 
in  about  $250  a  day  at  large  casinos, 
compar-ed  with  an  average  take  of  $150. 

Unlike  the  gamblers.  Anchor  Gam- 
ing always  comes  up  a  winner.  Wliile 
rivals  such  as  International  Game  Tech- 
nology and  Bally  Gaming  International 
Inc.  make  their  money  selling  ma- 


^  MEDCATH 

< 

I    Helping  Hands 
I  for  the  Heartsick 

I  ^tephen  R.  Puckett,  ceo  of  MedCath 
"  Inc.,  became  an  entrepreneur  by  ac- 
I  %#cident:  Timid  lawyer-s  made  him  do 
§  it.  As  chief  opei'ating  officer  of  the  Char- 
I  lotte  Mecklenbui'g  Hospital  Authority  in 
I  1988,  Puckett,  now  43, 
$  was  astounded  when  COST-cutters; 
§  lawyers  told  him  limits  ( 'EO  Packcti 

on  the  hospital's  charter  ivi(h  COO 
t  meant  he  couldn't  estab-  David  Crane 
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seem  satisfied  with  the  software  and 
report  few  disputes.  Robert  Chin,  chief 
information  officer  at  HealthSource 
Group  Inc.,  a  3.5  milhon-member  hmo, 
says  HPR  software  saved  HealthSource 
$16.4  million  in  1995.  "After  they  pay 
our  fees,"  says  Radosevich,  "that  money 
falls  to  their  bottom  line." 

Yet  HPR  doesn't  benefit  everyone.  Po- 
tential losers  include  health-care 
providers — ^who  may  get  paid  less — and 
patients  who  risk  undertreatment.  So 
HPR  has  developed  a  program  called 


Quality  Manager  to  try  to  spot  insuffi- 
cient care,  hpr  also  employs  six  full- 
time  physicians  and  convenes  200  doc- 
tors annually  to  review  its  criteria. 
"There  are  more  savings  that  we  could 
be  generating,  but  it's  not  worth  it  to  be 
controversial,"  Radosevich  says. 

With  a  head  start  on  rivals  gmis  Inc. 
and  Health-Chexx  Inc.,  Radosevich  has 
a  good  shot  at  sustaining  hpr's  health. 
But  she'll  have  to  pay  for  the  fmg  shut 
By  Paul  C.  Judge  in 
Cambridge,  Mass. 


chines — which  typically  go  for  about 
$6,000— Anchor  provides  Wheel  of  Gold 
to  casinos  for  fi-ee.  So  how  does  it  make 
money?  Each  time  that  wheel  spins. 
Anchor  collects  about  $1.50.  It  adds  up: 
Sales  from  Anchor's  proprietary  games 
unit  have  risen  to  $14  million  from 
$117,000  in  1993. 

SCHMOOZER.  That's  not  the  only  card 
Fulton  has  up  his  sleeve.  Most  of  An- 
chor's revenues  and  profits  come  ft'om 
its  two  Colorado  casinos  and  its  ma- 
chines in  stores  throughout  Nevada.  To 
get  space  in  the  stores,  Fulton  person- 
ally schmoozes  with  proprietors.  "He's 
an  old-fasliioned  entrepreneiu","  says  An- 
drew S.  Zamett,  an  analyst  vrith  Laden- 


burg,  Thalmann  &  Co.  "People  love 
him."  Fulton  just  extended  an  exclu- 
sive deal  with  Smith's,  Nevada's  largest 
grocery  chain. 

Since  1993,  Anchor's  earnings  and 
revenues  have  nearly  tripled,  to  $20 
million  and  $111.4  million,  respectively, 
winning  Anchor  the  No.  31  spot  on 
BU.SINESS  week's  1996  Hot  Growth  list. 
Zarnett — whose  company  underwrote 
the  wo — thinks  Anchor  w\\\  eam  $31.2 
million  in  the  fiscal  year  ending  in  June, 
1997,  on  revenues  of  $137.8  miUion. 
Life  dealt  Fulton  a  few  lemons  before 
he  hit  the  jack- 
SPIN  CONTROL:  CEO      pot.  A  Maryland 
Fulton  with  Wheel        native,  he  man- 
of  Gold  machines  aged    a  hard- 

ware  store  and 
dabbled  in  real  estate  and  cable  tv  be- 
fore getting  involved  in  gaming.  Forced 
out  of  two  companies  he  founded — For- 
tune Coin  and  Alliance  Gaming — Fulton 
started  Anchor  in  1989.  He  made  irtroads 
by  paying  stores  unusually  high  rent  in 
exchange  for  100%  of  the  take. 

To  keep  the  quarters  r-olling  in,  Fulton 
will  launch  a  new  slot  later  this  year 
that  resembles  a  jukebox,  called  Rock-n- 
Reels.  He's  also  adding  a  120-room  hotel 
to  one  Colorado  casino.  That  may  seemi 
like  small  potatoes  compar-ed  to  Vegas. 
But  with  his  family's  51%  share  of 
Anchor  now  worth  .$;333  million,  Fulton  is 
spinning  his  ovra  wheel  of  gold. 

By  Eric  Schine  in  Las  Vegas 
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IIN  TilK  HEADLONG  HUSH  FOR 
ne-w  ways  to  bank,  look  for  the  eager 
faces  of  Mildred  and  Agiies. 

Since  installing  the  first 
comprehensive  ATM  cash 
management  system  in  the  United 
Kngdom,  Britain's  Co-operative  Bank 
has  won  the  enthusiasm  of  even  its 
most  traditional  patrons. 

Customer  satisfaction,  in  fact,  is 
now  tlie  highest  of  any  banl<  in  the  I  I.K. 

Working  closely  with  hank 
management,  IBM  handled  everything 
from  consulting  and  site  design  to 
installation,  maintenance,  manage- 


ment and  security  of  the  network  of 
ATMs.  They  even  filled  the  cash 
machines  with  money. 

Today,  with  over  240  ATMs,  the 
bank  is  planning  new  electronic 
services  for  its  customers. 

Looking  for  new  ways  to  satisfy 
your  customers?  Visit  our  home  ptige 
at  www.eur0pe.il3m.com/finance/  or 
call  1  800  IBM-3333,  ext.  HA038. 


Satisfaction 


Solutions  lor  a  small  planet 


lish  a  mobile  heart-care  unit.  Thi'ee  days 
later,  the  hospital  manager  quit  his  job 
and  foiTned  a  company  to  do  just  that. 
It's  such  quick  decision-making  that 


Cover  Story 


has  made  MedCath  one  of  the  country's 
fastest-gi-owing  small  companies — No.  24 
on  BW's  1996  list.  Charlotte  (N.C.)-based 
MedCath  has  expanded  from  operating 
mobile  heart-catheterization  centers  to  a 
$40  million  company  building  heart-care- 
only  hospitals  and  fixed-site  catheteri- 
zation centers.  MedCath  also  runs  back- 
office  oper-ations  for  cardiologists.  The 
stock,  which  went  public  at  14  in  De- 
cember, 1994,  now  trades  around  39. 

MedCath  has  succeeded  so  far  be- 
cause it's  attacking  the  most  lucrative 
sectoi'  in  health  care.  Coronaiy  care  is  a 
$117  billion  business  in  the  U.'S.,  dwarf- 
ing cancer  care.  While  many  hospitals 


use  cardiac  treatment  to  fund  other  ar- 
eas, MedCath  uses  its  profits  to  expand. 

The  just-hearts  focus  has  helped  keep 
MedCath's  labor  costs  about  half  those  of 
more  divei'sified  hospitals.  "You  can  be  ef- 
ficient in  a  specific  area,"  says  Puckett, 
"rather  than  tiying  to  be  all  things  to  all 
people."  And  its  doctors,  who  own  a  49% 
stake  in  their  hospitals,  are  also  cost- 
conscious.  One  example:  MedCath  doc- 
tors use  three-fourths  the  numbei'  of  $300 
angioplasty  bags  standard  hospitals  use. 
Some  see  potential  conflicts  of  intei-est — 
but  so  far,  American  College  of  Cai'diol- 
ogy  National  Database  statistics  show 
better  clinical  I'esults  for  MedCath  than 
for  traditional  hospitals. 
BIG  PLANS.  Now  MedCath  is  expanding, 
opening  at  least  four  heart  hospitals  in 
the  next  18  months.  To  choose  a  site, 
MedCath  focuses  on  the  17  states  that 
don't  require  a  certificate  of  need  before 
a  hospital  can  open.  Next,  it  looks  for  ag- 
ing populations  in  gi'owing  areas.  Finally, 


MedCath  teams  with  leading  specialists.' 

The  results  from  the  first  hospital, 
opened  in  January  in  McAUen,  Tex., 
should  keep  the  blood  pumping.  The 
hospital,  which  competes  directly  with 
one  owned  by  hospital  giant  Colum- 
bia/HCA  Healthcare  Inc.,  is  already  gen- 
erating estimated  pretax  profits  of  $4.8 
million  on  revenues  of  .$24  million. 

Analysts  say  MedCath  will  face  com- 
petition from  hospital  chains  and  new 
'entrants  but  that  the  cardiac  market 
can  support  several  competitors.  Still, 
MedCath's  building  plans  are  raising 
some  eyebrows,  as  most  hospitals  have: 
been  reducing — not  expanding — bed 
counts.  "They're  controversial  because 
they're  investing  large  amounts  of  mon 
ey  in  bricks  and  mortar,"  says  Piper 
Jaffray  Inc.  analyst  Brooks  G.  O'Neil 
But  as  long  as  MedCath  keeps  pumping 
out  such  healthy  returns,  that  could  be 
just  what  the  doctor  ordered. 

By  David  Greising  in  Charlotte,  N.C. 


ENCAD 

One  Way  to 
Print  Money 

David  A.  Purcell,  chief  executive  of 
Encad  Inc.,  a  maker  of  large  color 
printers,  knows  better  than  to  take 
his  company's  explosive  growth  for 
gr-anted.  "We  became  an  overnight  suc- 
cess," he  says,  "after  a 
decade  of  failures." 

Purcell,  58,  started  the 
San  Diego-based  Encad  in 
1981  to  make  pen  plotter's, 
machines  that  cr'eate  large 
line  dr'awings  for  engineer*- 
ing  and  manufacturing  com- 
panies. Although  it  was  the 
die-hard  entrepreneur's 
fourth  business — he  had 
started  and  sold  off  thr-ee 
electronics  companies  in 
the  pr-evious  12  year's — the 
eariy  going  was  r-ough.  "We 
wer-e  too  small  and  too 
busy  fighting  Hewlett- 
Packar'd  and  [Lockheed 
Martin's]  CalComp,"  Purx-ell 
says. 

In  1991,  Encad's  fortunes 
changed  when  it  introduceti 
the  fir'st  wide-format  color' 
Inkjet  printer'.  It  did  the 
same  job  as  pen  plotters, 
only  10  times  faster.  The 
company's  thr'ee-to-four'-foot-wide  print- 
ers—which sell  for'  $4,000  to  .$20,000— 
revolutionized  the  industr'y  and  heljjed 
Encad  stop  printing  r'ed  ink.  Today,  En- 
cad ranks  No.  35  on  business  week's 


Hot  Growth  Ust.  In  1995,  the  company's 
ear-nings  r'ose  31%,  to  $7.86  million,  on  a 
r'evenue  gain  of  50%-,  to  $65.5  million, 
fr-om  1994.  Analyst  Stephen  Fleming  of 
Robertson,  Stephens  &  Co.  thinks  1996 
earnings  will  rise  an  additional  25%-,  to 
$9.7  million. 

To  do  that,  Encad  will  have  to  fend 
off  some  weighty  rivals.  Hewlett- 
Packar'd,  which  dominates  the  computer'- 
automated-design  (cad)  ar-ena,  now 
makes  a  similar  printer  But  Encad  has 
60%  to  70%'  of  the  graphic  aits  mar- 


bm-eaus  and  photo  labs,  as  well  as  com- 
panies such  as  r-etailer  Nordstr-om  Inc. 
which  used  an  Encad  printer'  to  create 
"tapestries"  for  a  San  Francisco  Opera 
Guild  benefit. 

With  his  lengthy  track  r'ecord,  Purcell 
has  also  lear-ned  a  thing  or  two  about 
keeping  a  step  ahead.  So  in  addition  to 
printers,  he  has  started  supplying  the 
ink  and  paper'  that  goes  in  them,  a  mar- 
ket 10  times  as  large.  For  its  new  Nova- 
Jet  printers,  Encad  turned  to  Lexmar] 
Intel-national  Group  Inc.  for  a  propri 

SORRY,  NO  RED  INK: 

Purcell's  wide-format 
printer  is  a  winner 


ket,  which  Marco  Boer',  a  par'tner'  at 
Hanover  (Mass.)-based  mar'ket  re- 
searcher IT  Str'ategies  Inc.,  thinks  will 
be  worth  ar'ound  $320  million  by  1998. 
Customer's  include  gr'aphic  arts  sei'vice 


etary  cartridge.  Encad  will 
also  offer  coated  papers, 
films,  and  a  printable  canvas. 

To  br'oaden  distribution, 
Encad  also  cut  a  deal  with 
Xerox  Corp.  to  manufacture 
a  ver'sion  of  its  printer  un- 
der the  Xerox  brand.  Xe- 
rox' lar'ge  dir'ect-sales  force 
should  help  Encad  tap  the 
mar'ket  for'  corporations  that 
ah'eady  work  with  Xerox 
and  want  to  print  their  own 
grajihics. 

And  this  summer,  Encad 
will  start  shijjping  the  fii'st 
>  Inkjet  printing  system  to 
;.  -^^  use  outdoor  inks  durable 
5  enough  to  weather  the 
elements  without  fading 
~  That  should  open  up  a  huge 
-feiis  mar'ket  for  ever'ything  trom 
billboar'ds  to  bus  placards.  "It's  an 
inci'edible  coup  for  Encad,"  says  Boer. 
Indeed,  it's  an  opportunity  as  vast  as 
the  great  outdooi's. 

Bu  Larry  Arnistro)ig  iu  San,  Diego 
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We  Can  Help  You  Run  Your  Empire. 
(All  1900  Square  Feet  Of  It.)  if  you  have  yom- 


own  business,  you  should  have  a  MasterCard  BusinessCard." 


MasterCard. 

BusinessCard  / :~ 


It's  accepted  at  three  times  as  many  places  345b  i8So|l 


COCO 

StVOI  6UStR 

r«j!yfi£8  mi££is.  ihc. 


as  the  American  Express'  Corporate  Card,  to  meet  more  of 


your  business  needs.  Plus,  you'll  get 


^  primary  car  rental  insurance  and 


medical  coverage  with  a  MasterCard 


BusinessCard.  (Amex  won't  give  you 


that.)  But  the  best  part  is,  when  your  bill  comes,  you  decide  how 


much  of  it  you're  going  to  pay  off  that  month.  Hey,  you're  the  boss. 


MasterCard .  It's  more  than  a  credit  card.  It's  smart  money.'' 

For  more  iiiforiiiatioii,  call  MasterCard  Iiireniatioiial  at  1-800-727-8825,  ext.  10. 

Cll'/V^  MaslcrCmd'lulniuiuoiuil  /n.vt;.,. ,,;(,■,/ 


MasterCard ,  proud  sponsor  of  world  class  i^olf  ei'eiits. 


THUD:  Accounting  woes  $69,000.  It  has  als( 
hurt  Glenn  and  Bobby  hii-ecl  new  executive: 
Bollinger's  company      in  information  sys 

  terns,  accounts  rel 

ceivable,  and  warehousing,  and  it  has  put  au- 
diting under  the  control  of  an  outside  director 
Bollinger  is  not  the  &-st  highflier  to  com 
crashing  to  earth,  nor  will  it  be  the  last 
WYdle  sizzHng  small  companies  can  bring  bi 
returns,  the  risks  can  also  be  substantial 
Taken  together,  the  companies  on  busixes 
week's  1994  Hot  Growth  hst  generated  tota 
retui-ns  of  just  2S.l'7c  in  the  past  two  years! 
compared  with  a  53.2^^  rise  for  the  Standarc 
&  Poor's  industrials.  Small-cap  mutual  fundf 
tracked  by  Moniingstai'  Inc.  also  undei-perj 
formed,  rising  just  23.6%.  Wb.y  the  differi 
ence?  Growth  rates  often  slow  as  small  com^ 
panies  bulk  up.  Another  pitfall:  Fast-gi-owth 
companies  are  often  saddled  with  lofty  earn- 
ings expectations.  If  results  are  subpar,  thej 
get  hammered  by  Wall  Street. 
NETS  AND  KNITS.  Still,  some  highfliei-s  manage 
to  continue  to  soai-.  Case  in  point:  PeopleSoft 
Inc.  of  Pleasanton.  Calif.,  the  clear  winner  ir 
the  Class  of  '94.  A  software  developer  foi 
the  fast-growing  market  for  networked 
client/server  computers,  the  company  had 
1995  sales  of  $228  million.  Since  making  the  Hot  Growth 
list,  PeopleSoft  has  tallied  eye-popping  total  retiuTis  of  719.5%, 
Under  founder  and  ceo  David  A.  Duffleld,  PeopleSoft 
found  a  profitable  niche  selhng  software  for  pajToll  sys- 
tems, budgeting,  and  other  chores  to  clients  such  as  at&t  and 
Hew  lett-Packard  Co.  The  key  to  success:  With  41%  of  its 
1.400  employees  in  customer  senice,  it  does  a  better  job  than 
most  at  ensuring  that  its  software  ftmctions  smoothly. 

Another  Hot  Growth  alum  company  that  delivers  what 
customers  want:  St.  John  Knits  Inc.,  based  in  Inine,  Calif., 
which  has  posted  total  returns  of  136.7%  since  1994.  The 
company  sells  high-end  women's  apparel.  Unlike  most  cloth- 
ing makei-s.  St.  John  fanns  out  only  a  fi-action  of  production. 
The  tight  control — combined  with  strong  designs — brings  in 
industry-topping  margins.  "St.  John  Knits  makes  quahty 
knitwear  that  women  want  and  that  they  are  willing  to 
pay  full  price  for,"  says  Pacific  Growth  Equities  analyst 
Eileen  T.  Mui-phy.  St.  John  seems  to  have  avoided  the  trap 
that  snags  many  growth  firms — expanding  too  fast  and 
splitting  its  seams. 

By  Willy  Steim  in  New  York  and  Wendy  Zellner  in  Dallas 


HOW  HOT  ARE 
THEY  NOW? 

What  happened  to  the  sizzlers  of  '94 

Back  in  eai'ly  1994.  BoUinger  Industries  Inc.  appeai-ed  as  fit 
and  strong  as  the  well-toned  models  who  grace  its  cata- 
log. The  maker  of  barbells,  treadmills,  and  other  fitness 
accessories  posted  sales  of  S42.4  miUion.  after  gi-owing  an  av- 
erage of  51%  amiuaUy  the  thi'ee  pre\ious  yeai's.  EaiTiings  had 
soared  an  average  of  61%  annually,  to  S2.3  milhon. 

Run  by  brothei-s  Glenn  D.  and  Bobby  D.  BoUinger,  the  In-- 
ing  (Tex.)-based  company  combined  flashy  packaging  and  en- 
dorsements fi-om  celebrities  such  as  Nolan  Ryan  to  sell  Bun- 
Firmers  and  Super  Timim>-  Trimmers.  The  muscular 
track  record  earned  Bollinger  the  No.  49  spot  on 
BUSINESS  week's  1994  list  of  Hot  Growth  Companies. 
Too  good  to  be  true"?  Apparently.  In  June.  1995. 

outside  auditors  questioned  accounting  practices  and   ^™0/]^E*yoif!-A^?!!   jy'M^J'JJJ*!:??™'!.  ^ 

management  credibility  at  the  fast-gi"owing  company. 
Tlie  auditor  soon  resigned,  as  did  two  of  five  dii'ectoi"s. 
Panicked  investors  also  bolted,  leaving  Bollinger  with 
the  second-worst  two-year  total  return  of  the  Hot 
Growth  Class  of  1994,  ahead  only  of  Network  Six,  a 
designer  of  government  computer  systems  that  has 
suffei'ed  from  cost  overruns.  From  a  high  of  lb/.. 
Bollinger's  shares  have  fallen  to  2''1 

As  for  the  brothel's — wiio  say  internal  controls  and 
management  expertise  simply  failed  to  keep  pace  with 
the  rapid  expansion — they'i'e  still  at  the  helm.  "WTiere 
you  may  have  small  cracks  in  yoiu*  system,  they  become 
pretty  wide  when  you  grow  Uke  that,"  concedes  Chief 
Executive  Glenn  Bollinger.  Tlie  company  has  restated  re- 
sults for  the  fiscal  year  ended  Mai-.  31,  1995;  it  made  just 


Business  Week's  Class  of  1994 


THE  WINNERS. 


.JVND  THE  LOSERS 


PEOPLESOFT 

719.5% 

NETWORK  SIX 

^2.6% 

JACK  HENRY  &  ASSOCIATES 

358.8 

BOLLINGER  INDUSTRIES 

-76.5 

BROOKTROUT TECHNOLOGY 

347.4 

POLLO  TROPICAL 

-71.8 

DAIG 

264.7 

DIY  HOME  WAREHOUSE 

-68.3 

PAPA  JOHN'S  INTERNATIONAL 

187.3 

SPEIZMAN  INDUSTRIES 

-68.1 

WEST  MARINE 

169.5 

HEALTH  MANAGEMENT* 

-67.7 

NATL  HEALTH  ENHANCEMENT 

137.8 

NATIONAL  HOME  CENTERS 

-67.2 

ST.  JOHN  KNITS 

136.7 

RIVER  OAKS  FURNITURE 

-64.7 

OAVIDSON  &  ASSOCIATES 

132.3 

SWING-N-SLIDE 

-63.6 

CFI  PROSERVICES 

125.5 

MIKOHN  GAMING 

-58.5 

•FORMERLY  HOMECARE  MANAGEMENT 
CALCULATED  ON  THE  BASIS  Of  STOCK  PRICE  AS  OF  APR.  30;  EXCLUDES  COMPANIES  NO  LONGER  TRADING 
DATA  STANDARD  &  POOR'S  COMPUSTAT 
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VHEN  THIS  IS  WHERE  YOU  GO  to  WORK  EVERY  DAY, 
you  TEND  to  be  PIGKY  about  LIFE  INSURANCE. 


Every  day,  jirejiijhters  have  to  make  lije  or  death  choices.  That's 
why  the  Lhujormed  Firejicjhters  Association  came  to  ITT  Hartford. 
The  fact  is,  our  group  lije  insurance  policies  are  second  to  none. 
IE  NYC  UNIFORMED  They're  jlexihk  enough  to  jit  your  specijic  needs.  And  they're  ojten 

REFIGHTERS  ASSOCIATION 
JUST  ONE  OF  MANY 

RGANizATioNs THAT  RELIES    portabk,  SO  JOM  Can  retain  many  oj  your  henejits  wherever  you  go.  But 

N  OUR  LIFE  INSURANCE. 

more  importantly,  they're  provided  by  ITT  Hartjord  A  company  you 
an  trust  to  take  the  best  possible  care  oj  your  jamily. 

At  ITT  Hartjord,  we're  sure  to  have  a  group  lije  insurance  policy  that's  right  jor  you. 
Vhether  you're  trying  to  protect  your  spouse,  your  jamily,  or  even  an  entire  city. 


No  One's 
Better 
Prepared  jor 
Tomorrow. 


ITT  HARTFORD 


r  HARTFORD'S  GROUP  LIFE  INSURANCE  POLICY  NUMBERS  GRn383-HLA  AND  GRn383  HL(NY).  ALONG  WITH  GROUP  LIFE  INSURANCE  CERTIFICATE  NUMBERS 
!30)  AND  Z  (30)  HL.  ARE  ISSUED  BY  HARTFORD  LIFE  &  ACCIDENT  INSURANCE  COMPANY  AND  HARTFORD  LIFE  INSURANCE  COMPANY 


SIT  OUR  WEB  SITE  AT  htip  //www  itlhartlord  con 
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HOT  GROWTH  COMPAHIES 


To  win  a  position  in  this  table, 
a  company  nnust  excel  in  three 
ways.  The  selection  process  be- 
gins by  ranking  companies  ac- 
cording to  their  three-year  results 
in  sales  growth,  earnings  growth, 
and  return  on  invested  capital. 
The  ranks  in  the  table  are  calcu- 
lated from  these  numbers.  A 
company's  composite  rank  is  the 
sum  of  0.5  times  its  rank  in  re- 
turn on  total  capital,  plus  0.25 
times  each  of  its  growth  ranks. 

Standard  &  Poor's  Compustat, 
a  division  of  The  McGraw-Hill 
Companies,  which  has  computer- 
ized financial  data  on  10,000 


publicly  traded  corporations,  pro- 
vided the  pool  of  companies  from 
which  winners  were  selected.  To 
qualify,  a  company  has  to  have 
annual  sales  of  more  than  $10 
million  and  less  than  $150  mil- 
lion, a  current  market  value 
greater  than  $1  million,  a  current 
stock  price  greater  than  $2,  and 
be  actively  traded.  Banks,  insur- 
ers, real  estate  firms,  and  utilities 
are  excluded.  So  are  companies 
with  sharp  declines  in  current  fi- 
nancial results,  as  well  as  compa- 
nies where  other  developments 
raise  questions  about  future 
performance. 


SALES  and  EARNINGS  are  the 

latest  available  through  the  most 
recent  12  months.  Earnings  in- 
clude net  income  from  continu- 
ing operations,  before  gams  or 
losses  from  extraordinary  items. 

INCREASES  m  SALES  and 
PROFITS  are  calculated  using  the 
least-squares  method.  If  results 
for  the  earliest  year  are  negative, 
the  average  is  for  two  years. 

RETURN  ON  CAPITAL  IS  earn 
mgs  plus  minority  interests  and 
tax-adjusted  interest  expense  ex- 
pressed as  a  percent  of  total 
debt  and  equity.  For  ranking  pur- 
poses, the  maximum  allowable 


annual  return  on  invested  capital 
IS  100%.  If  companies  have 
made  substantial  accounting  re- 
statements, long-term  returns 
may  be  averaged  for  two  years  in- 
stead of  three  years. 

Time  periods  vary  according  to 
the  month  of  a  company's  fiscal 
yearend.  Profitability  and  growth 
are  calculated  based  on  the  most 
recently  available  data. 

STOCK  PRICE  data  are  as  of 
May  3,  1996.  A  •  indicates  that 
a  company  also  appeared  in  last 
year's  rankings  (BW — May  22, 
1995). 


COMPANY  (STOCK  SYMBOL) 


CURRENT  RESULTS     THREE-YEAR  AVERAGES 


INVESTMENT  DATA 


SALES 

EARNINGS 

INCREASE (%) 

RETURN  ON 

52-WtEK 

P/E 

VALUE 

SMIL, 

$MIL. 

SALES 

PROFITS 

CAPITAL 

HIGH  - 

LOW 

RECENT 

RATIO 

$MIL 

1  REMEDY  (RMDY)  Mountain  View,  Calif.  415-903-5200 

46.8 

9.0 

160.5 

272.9 

43.4 

82- 

21 

77 

125 

976 

Designs,  makes,  and  markets  software  to  track  data  on  requests  for  service 

2  ELTRON  INTERNATIONAL  (ELTN)  Chatsworth,  Calif.  818-885-6484 

42.4 

6.4 

182.5 

179.6 

49.9 

39- 

15 

29 

32 

194 

Check  out  this  maker  of  bar-code-label  printers 

;3  LOGIC  WORKS  (LGWX)  Princeton,  N.  J.  609-514-1 177 

34.7 

1.7 

175.7 

153.1 

42.9 

22- 

11 

16 

106 

175 

Client/server  database  design 

4  APAC  TELESERVICES  (APAC)  Deerfleld,  III.  847-945-0055 

131.9 

15.1 

107.7 

123.2 

51.7 

88- 

18 

75 

105 

1721 

An  alternative  to  in-house  customer  sen/ice  and  sales  operations 

.5  DATASTREAM  SYSTEMS  (DSTM)  Greenville,  S.  C.  803-297-6775 

23.5 

5.2 

78.7 

165.5 

48.3 

34- 

10 

33 

50 

234 

Windows-based  software  for  industrial  automation 

6  UNICOMP  (UCMP)  Marietta,  Ga.  404-424-3684  • 

21.4 

2.1 

82.7 

206.6 

39.1 

9  - 

4 

8 

17 

35 

Develops,  markets,  and  supplies  software  and  Unix-based  sen/ices 

7  RETIREMENT  CARE  ASSOCIATES  (RCA)  Atlanta  404-255-7500  • 

119.2 

6.5 

313.9 

196.9 

32.5 

17  - 

8 

13 

25 

141 

Owns  and  operates  nursing  homes  and  retirement  homes  in  the  Southeast 

8  ONTRAK  SYSTEMS  (ONTK)  San  Jose,  Calif.  408-262-5200 

47.7 

3.9 

101.2 

228.1 

33.4 

35- 

12 

16 

33 

119 

Makes  equipment  for  the  semiconductor  industry 

9  LOGAN'S  ROADHOUSE  (RDHS)  Nashville  615-885-9055 

31.9 

2.2 

78.0 

92.9 

70.1 

31  - 

14 

31 

38 

96 

Full-service  restaurant — steak,  seafood,  ribs,  and  chicken 

10  OPAL  (OPAL)  Santa  Clara,  Calif.  408-727-6060 

51.9 

10.5 

82.3 

861.5 

27.8 

25- 

10 

15 

13 

130 

Semiconductor  equipment  and  high-resolution  microscopes 

11  HPR  (HPRI)  Cambridge,  Mass.  617-679-8000 

24.0 

3.8 

44.2 

140.4 

40.9 

23- 

9 

23 

89 

326 

Health-care  cost-containment  systems  at  your  fingertips 

12  SYMETRICS  INDUSTRIES  (SYMT)  Melbourne,  Fla.  407-254-1500  • 

22.3 

1.9 

92.2 

98.5 

32.1 

14- 

7 

10 

7 

13 

From  voice  mail  to  telecommunications  software  and  electronics 

13  MOVIE  GALLERY  (MOVI)  Dothan,  Ala.  334-677-2108 

123.1 

14.5 

173.0 

157.1 

27.6 

50- 

19 

30 

24 

359 

From  classics  to  blockbusters — video  rentals  in  the  Southeast 

14  GASONICS  INTERNATIONAL  (GSNX)  San  Jose,  Calf.  408-944-0212  • 

128.8 

18.9 

51.6 

172.6 

30.9 

27- 

9 

14 

10 

188 

Maker  of  equipment  used  in  semiconductor  manufacturing 

15  ACT  MFG.  (ACTM)  Hudson,  Mass.  617-676-2400 

126.6 

4.7 

69.0 

47.1 

55.0 

20- 

9 

16 

30 

139 

Products  for  computer-networking  systems  and  workstations 

16  USA  DETERGENTS  (USAD)  East  Rutherford,  N.  J.  908-828-1800 

115.7 

7.5 

71.2 

206.7 

27.3 

44- 

11 

44 

73 

583 

Laundry  and  household-cleaning  products 

17  PMT  SERVICES  (PMTS)  Brentwood,  Tenn.  615-254-1539  • 

94.4 

5.7 

42.8 

104.5 

42.4 

30- 

7 

27 

76 

473 

Pay  now,  not  later:  Electronic  credit-card  authorization  and  payment  systems 

18  ASTEA  INTERNATIONAL  (ATEA)  Chalfont,  Pa.  215-822-8888 

50.6 

4.2 

44.5 

214.8 

29.4 

30- 

16 

28 

36 

303  i 

Software  solutions  for  sales  and  customer  service  needs 

19  CHAD  THERAPEUTICS  (CTU)  Chatsworth,  Calif.  818-882-0883  • 

19.0 

3.7 

48.9 

58.5 

46.2 

17- 

5 

14 

38 

134  j 

Breathe  easy:  Maker  of  a  portable  oxygen  unit 
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Before  "ybu  Bux 
Get  Plenty  Of  Quotes. 


TravelMate 5000 

Series 

•  133MHz  Pentium" 
processor  with  PCI  bus 
and  256KB  L2  Cache 
(120MHz  and  90MHz 
also  available) 

•  Brilliant  SVGA  TFT  or 
VGA  TFT  Screens" 

•  2MB  Video  memory 

•8MB  RAM, 
upgradeable  to  32MB 

•  Hard  Disk  Drive:  1.2GB 

•  Two  Lithium  ion  batteries 

•  Built-in  16-bit  sound, 
internal  speaker  and 
dual  mode  microphone 

•  Serial  infrared  port  for 
wireless  connectivity 

•  Windows®  95  and 
Windows  for  Workgroups 
pre-installed 

Designed  for 

Microsoft* 
PPolVHITt  Windows'95 


"The  TI  TravelMate  5000 
will  shatter  any  notion  you  may 

have  about  notebooks  being 
too  underpowered  to  compete...' 

PC.i/,i.M-„u:  Amju.'l 


'•""^i>iiltii"i""' 


"...all  the  way  around,  the 
TravelMate  5000  makes  a  top-notch 
desktop  replacement." 

PC  Computinff,  Aiigiut  1995 


I        nave  atjout  noteoooKs  oemg  r^^^  pertormance  oF  the  TravelMate'"  5000  Family  has  got 

f      too  underpowered  to  compete... 

people  talking.  And  no  wonder.  Take  our  new,  153MHz 
TravelMate  5300.  It  comes  with  the  ma.ximized  Pentium  tech- 
nology that  is  only  possible  from  lull  PCI  bus  archuecture.  Its 
batteiy  liFe  is  amazing,  even  handling  the  tough  jobs  like  multi- 
tasking. The  hard  drive  is  an  awesome  1.2GB.  The  video  RAM  is 
a  Full  2MB  For  enhanced  performance,  instead  of  just  1MB  like  most  competitors! 

And  all  TravelMate  5000  Series  notebooks  come  with  lithium  ion  batteries, 
powerful  Pentium  processors,  PCI  engineering  and  support  a  full  range 
dF  DockMate™  docking  solutions  For  maximized  productivity.  Call  us  for  a  quote.  1-800-TI-TEXAS.  And  start  doing 
2xtraordinary  things.  Internet:  http://www.ti.com  E-mail:  2ti@msg.ti.com  B«« 

Texas 

Depending  on  model.  TravelMate.  Dock  iMdte  and  Start  Doing  i'.xtiaor(linar\' Things  are  trademarks  of  lexas  Instiuments.  Pentnim  and  the  Intel  T  -.■■■»■  T^fc 

Inside  logo  are  registered  tradeinarks  ol  Intel  Corp,  .Microsult,  Wmdmvs  and  the  Window,  lofn  are  legistered  trademarks  oCMitrosolt  Corp,  (0I')%  TI  \  ]>(  S  I  FvU  1^  t  IN  I  ^ 


HOT  GROWTH  COMPANIES 


COMPANY  (STOCK  SYMBOL)  CURRENT  RESULTS     THREE-YEAR  AVERAGES  INVESTMENT  DATA 


STOCK  PRICE 

MARKH 

SALES 
$MIL. 

EARNINGS 
$M1L 

INCREASE  (%) 
SALES  PROFITS 

RETURN  ON 
CAPITAL 

52-WEEK 
HIGH  -  LOW 

RECENT 

P/E 
RATIO 

VALUE 
$MIL. 

90  RFNFRAI  FMPI  nVMFNT  FNTFRPRKF*s  f  lORl  OaUhrnnU  Tprrarp  III  TOR  nAOn 

1  Q  R 

1  A 
1 

19.2 

318.4 

Q  7  ^ 

12-4 

12 

1  Q 

1  y 

cJo 

Provides  stsffing  for  information-technology  businesses 

91  PflMRfiinRF  TFPHNni  nfiV  PflRTNFR^  ^PATP^  r^imhnriop  M;^c:c  f^l  7  ^7/1  QftOn  • 
ii  L   wniTiDniuuL  icuniiULUui  rnniiiLno  vv^aai  r  j  Ljoi  i  lui  lUgc,  iviabo.  u  i  /  0  /  h-^ouu  w 

1  AA  R 

1    A  :(1 
1 

89.6 

113.0 

97  1 

72  -  31 

65 

77 

Software  development  for  large  information-processing  needs 

99  WIRFI  F^^  TFI  FPflM  RRnilP  fWTT)  P;iramii<;  N    1   901  '?f^^  R7Q7 

1  R  0 

R  R 

65.3 

■98.2 

9Q  1 

22  -  1 1 

18 

9A 
ZD 

1  c;  1 

Makes  test  equipment  for  wireless  telecommunications 

9'^  MnnviF^  fMonv^  nrppnwiiip  *^  r  Rf^A'?^^  i7nn 

LiO    lilUU  V  1  CO  ^ Ivl        V  }  \JI  CCl  1  vl  He,  O .  L/,  ODH"^  i  O"  i  /  U\J 

OA  7 

1  R 

88.3 

59.3 

oU.o 

23  -  10 

12 

9^ 

1  C\C\ 

iuU 

Bring  home  the  entertainment  from  this  video  specialty  superstore 

94  MFRPATH  fMPTH^  Pharlnttp   l\!  P   IDA  ^A}  '^'?9R  m 

A  1  A 

A  f\ 

70.5 

282.7 

40  -  1 1 

37 

A7 

■59/1 
OZ'+ 

All  heart:  cardiology  and  cardiovascular  services 

9n  ^PIFNTIFIP  TFPHNni  nfilF^  P=;TI7^  H;:iu\A/arH  P^ilif  RinA71  Q717« 

D.O 

41.2 

67.5 

24-5 

16 

OA 

1  Ryl 

Manufactures  and  distributes  optical  sensing  and  infrared  sensory  devices 

9fi  F^^  TFPHNni  flRV  ^P'^'^T^  Frpmnnt  Palif  ^^  0  99A  1  ORR 

•iU    LOO  ILUnilULUUi   \l.OOI/  rrclMUIlL,  L/dlll.  J  i  U-*l^iD- 1  uoo 

1  QO  R 

R  R 
o.O 

80.7 

48.2 

^9  1 

OIL.  i 

40  -  13 

24 

oD  1 

Audio  solutions  for  multimedia  desktops 

97  RflPK  RRTTflM  RF^TAIIRANT^  fRRFW^  RnnlHpr  Pnln  "^0^  A^  7  4000  * 

RQ  0 

Q  9 

57.6 

35.8 

30-8 

13 

9Q 

Q9 

Casual  dining,  specialty  and  microbrewed  beer 

98  KFNNFTH  PHI  F  PRflnilPTIflN^  (KCP)  NY    Nl  Y  91  9  9f^R  1  t^OO  * 

1  9*^  7 

1  O  9 

38.8 

67.3 

9 

23  -  12 

19 

9A 

9R'5 

Outfitting  the  foot:  Designer  shoes  for  men  and  women 

9Q  nVRFX  PRMPIITFR  PRRHIIPT'^  (CRYC)  Hiintcuillp  AU  90^  4^0  dOOO 

9R  0 

A  1 

42.9 

73.7 

26  -  1 1 

18 

^  Q 

Switches  that  allow  users  to  access  over  100  PCs  at  once 

•^0  ^TFRI INR  HFAI THPARF  RRflllP  f^TPR^  Pnral  HahlpQ  Fla  ^OR  AAl  1Q11 

1  1  R  7 

1  i  J .  / 

9  R 
z  .o 

43.3 

55.9 

OD.O 

20  -  10 

18 

7Q 

0  Z7 

1  oy 

Management  services  for  hospital  ERs  in  19  states 

'^1   ANPHRR  RAMINR  Kl  OJ)  1      \/poac  709  RQf^  7RAR  * 

1  i  1 .  H 

90  O 

81.8 

52.5 

9R  R 

47  -  16 

47 

97 

004 

It  Operates  gaming  machines  and  casinos  in  Colorado 

'^9  PARI  liy  FRARRANPF^  I'PAPM  Pt   lanHprHalp   Fla  QRA^lf^QOOR 
Oil   rnnLUA  r  nnUlxnUULO  VrMr\L/  rl,  LdUUciUdlc,  rid.  ^DH-O  LO-yUUO 

RQ  7 

7  Q 
/  .O 

30.2 

270.5 

97  n 

13-5 

1 1 

1  Of; 

Go  deluxe  with  fragrances,  cosmetics,  and  related  beauty  products 

'^'^  Al  IRN-RITF  INTFRNATiriNAt  nwiA^k^  Rnrh^inU  Palif  RIR  P.A'^  7990 

oo   nLIUIinilC  inicnilnl  1  UHnL  UVIMOrx;  DUiUdIm,        HI.  O  i  0-0H0~  1  c^c,\J 

o  i .  o 

4  R 
H  .o 

25.0 

93.0 

O  O.H- 

18-8 

1 1 

AR 

Makes  parts  for  thin-film  magnetic  recording  heads 

'^4  IN^n  CIM^n^  Rncitnn  Al  7  '^'^1  "^000  A 

04    inOU  VIINolw*/  DUblUi  1  Dl  /  "OJi-oUUU  • 

AR 

O 
O.U 

71.9 

31.8 

ou.o 

58  -  27 

54 

9R7 
Z  3  / 

Provides  software  for  original-epuipment  manufacturers 

'^Pi   FMPAn  ^F^IP^^  ^an  Oioan  AT  Q  A^O  0Rft9  A 
Ol)   CnOnU  IlINL/U^  odil  UlcgU  \j  L^-^^j^-KJOdc.  w 

70  R 

R  O 
O.U 

69.4 

73.8 

9A  A 

40  -  13 

36 

9R 
Z  0 

1  QR 

i  yo 

Color  tnk-jet  printers  for  floor  plans  and  other  large  graphics 

niflDF^  ^nin^  \A/pctlaUp  \/illaop   Patif   RPR  AAf>.  AROO  * 
OU   UlUUCO  \\J\\J)  VvcbUdnc  Vllldgc,  V^dHI.  oU3-'4'+D-*4oUU  • 

RR  9 

A  7 

46.5 

133.4 

9R  ^ 

20-7 

10 

1  1 
i  1 

RO 
OU 

PrnHiirpr  and  rlicitrihiitnr  nf  cipmirnnriiirtnr  rlp\/irp<; 

•^7  HFI  VL  TFPHNfll  flRY  fHFl  t\  M?inc.fip|H  N/l:^c:c  t^OR  ^"^7  Rl  1  1 
Ol    iiLLiA  ikunnuLUui  vncLA;  IVIdl Ibl IcIU ,  IVIdbb.  ouo-oo/-oiii 

1  OU.  / 

9il  0 

iL*+  .U 

34.6 

96.2 

OvJ.VJ 

56  -  25 

38 

1  D 

OD^ 

Vacuum  pumps  for  makers  of  flat-panel  displays  and  chips 

9Si.  NRRII  ITV  HHMF^  ^NORI-l^  Praia  Fla  QOd  7*^9  Rl  R7  a 
00  nuDiLii  I  nuiiiLO  viNvjon^  UL.d  id ,  rid,  z?uh-  i  oc.-  o  v\j  i  • 

"^1  R 
O  1  .  o 

0 

O.U 

45.4 

161.6 

9A  n 

18-5 

17 

1  1 
1  1 

OO 

Manufactures  and  sells  factory-constructed  homes 

'^Q  PRMPIITFR  MANARFMFNT  ^PIFNPF^  fPIV/I<^y^  larUcnnuillp  Fla  QOzl  7^7  RQRR 

0(7    UUIIirUILn  innllnULITILni  OOlLnULO  l,L/lvtOA;  JdCKbUI  1  vl  1  Ic,  rid,  yUH-- / O  / 

^0  9 

O.U 

34.5 

107.7 

9R 

28-15 

26 

^R 

Manaopmpnt  rnnc.iiltinD   ni  itc,ni  irrino   czfjaffino   anH  hii^iinpQCL  rppnoinpprino 

IVI  C3  1  iGgCI  1  ICI  1 1   \»L/1  1  Z>U  1 1  M  Ig,    (JU  l^ULJ  1     1 1  Ig,    OlailMlg,    CjiivJ    t-/U3niC;:3D   l  CCI  Igll  ICCI  l  ■  Ig 

40   PFRPRHRF  /PRPRl  Tomno    Ari?    A09  QA7  7RRR 

"^O  R 

ou.o 

9  R 

45.7 

59.7 

9fi  Q 

19-6 

15 

99 
ZZ 

ftO 

DU 

Will  sparks  fly?  Try  their  semiconductor  testing  eciuipment 

41    FIKIRN  ^V^TFM^  f'FI  ICiMN  DnrL-v/illp    K/lrl    "^Pl   9R1   0*500  • 
41   rUolUli  OIolLmo  \  rUolN/  KOCKVI  lie,  IVIU.  oU  i-ZO  i  -uouu  • 

1  99  1 

1  A  9 

50.3 

122.7 

97  R 

38  -  21 

27 

1  A 

910 
Z  1  u 

A  'vPfTi irf^nrt ( irtnr  pniiinmpnt  ciLinnlipr 

r\   OCI  1  1  Iv^'-'l  ILl  Ul^  LUI    CLf  U  1  LJI  1  tCl  1  L  DLlL/lJild 

49   IIMIMARK  RPflMP  i\  \^\hC\  Ara\/lo   Tov    Rl  7  /1Q1  9QQ9 

oD.y 

9  Q 

58.1 

472.2 

1  8  9 

17-6 

17 

O  1 

Q7 

Markpfc:    nrnrp<sc.pc    anrl  rlic;trihiitpc;  ntrii^;  anrt  trnnippil  friiitc: 

IVIal  r\do ,    ^^1  \J\,  COOCO ,    allLJ   UIOLIIUUlCO  \^ILIU3  GIIU    LlUj^lv^Cll    IIUI LD 

A9.   IMARP  PMTPRTAIMMPMT  /Pil  C:  k  ^  Oha+c>*(/->r+h   O^lif   fllR  7107  Ql  OO  a 

4o  iiTiHuc  cn  1  bit iHinivicn  1  t,uior\^  unaTswonn,  L/aiir.  oio-^uz-yiuu  • 
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27-  14 

22 

9R 
ZO 
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Its  caller  1.  D.  displays  let  you  know  who  is  on  the  phone 

47  STORAGE  COMPUTER  (SOS)  Nashua,  N.  H.  603-880-3005 

23.1 

2.5 

132.7 

349.5 

11.5 

12-7 

9 

43 

96 

As  their  name  says,  specialists  in  computer  storage  systems 

48  ATRIA  SOFTWARE  (ATSW)  Natick,  Mass.  508-650-5100 

45.6 

6.0 

173.6 

170.7 

15.9 

62-21 

52 

129 

739 

Software  products  that  help  companies  market  more  efficiently 
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Here  in  los  angeles,  imports  are  up. 
exports  are  up.  and  employment  is  up. 

(not  to  mention  the  surf.) 


Start  your  business  \r\  Los  Angeles,  and  ride  the  wave 
of  economic  growth  straight  to  the  bank.  Our  recent 
increases  in  foreign  trade  have  helped 
create  nearly  61  ,000  new  jobs.  New 
jobs  mean  more  workers.  And  more 
workers  mean  bigger  spending.  All  the 


signs  of  a  healthy  local  economy.  To  find  out  how 
your  business  can  take  advantage  of  such  on  inviting 
climate,  call  1 -800-7-LA-FACT.  You'll  learn  how  to  get 
help  with  things  like  site  selection,  finoncing  and  job 
training  -  just  what  you  need  to  start  or  expand  your 
business  in  the  welcoming  confines  of  paradise. 


©1  996  New  Los  Angeles  Marketing  Partnership 


HOT  GROWTH  COMPANIES 


COMPANY  (STOCK  SYMBOL)  CURRENT  RESULTS     THREE-YEAR  AVERAGES  INVESTMENT  DATA 


STOCK  PRICE 

MARKET  1 

SALES 
$M1L 

EARNINGS 
$  MIL 

INCREASE  (%) 
SALES  PROFITS 

RETURN  ON 

r  ADFTAI 

52-WEEK 
HIGH  -  LOW 

RECENT 

P/E 
RATIO 

VALUE  ] 
$  MIL  1 

49  PERCEPTRON  (PRCP)  Farmington  Hills,  Mich.  810-478-7710  • 

40.4 

9.8 

42.9 

78.7 

26.2 

36 

-  11 

36 

27 

241  1 

Designs,  develops,  makes,  and  markets  measurement  sensors  for  manufacturing 

50  GULF  SOUTH  MEDICAL  SUPPLY  (GSMS)  Ridgeland,  Miss.  601-856-5900  • 

133.5 

9.0 

49.5 

79.3 

23.2 

44 

-  19 

41 

63 

553  j 

Wholesaler  of  medical  supplies  to  the  long-term  care  industry 

51  HIRSCH  INTERNATIONAL  (HRSH)  Hauppauge,  N.  Y.  516-436-7100  • 

91.0 

6.6 

29.2 

'48.3 

32.3 

17 

-  9 

16 

15 

98 

Stitch  in  time:  Embroidery  equipment  and  software 

52  SAFESKIN  (SFSK)  San  Diego  619-794-81 1 1  • 

127.5 

17.2 

54.7 

40.0 

26.9 

37 

-  11 

37 

28 

454 

Hypoallergenic  latex  gloves  for  medical,  dental,  and  technological  use 

53  FRESH  AMERICA  (FRES)  Houston  713-444-8596 

145.2 

2.5 

27.4 

53.2 

31.6 

16 

-  4 

15 

24 

53  I 

Operates  fresh  produce  departments  for  some  Wal-Mart  stores 

54  TSX  (TSXX)  El  Paso  915-533-4600 

87.3 

15.0 

35.2 

1728.2 

18.8 

29 

-  16 

28 

19 

281 

Makes  electronics  equipment,  such  as  fiber  optics  for  cable  TV 

55  TAITRON  COMPONENTS  (TAIT)  Santa  Clarita,  Calif.  805-257-6060 

35.7 

4.3 

49.3 

99.0 

20.8 

12 

-  6 

6 

9 

43 

Distributes  a  mde  variety  of  transistors,  diodes,  and  semiconductors 

56  RF  POWER  PRODUCTS  (RFP)  Voorhees,  N.  J.  609-751-0033 

29.7 

2.0 

46.3 

148.3 

20.0 

8 

-  2 

5 

31 

63 

Designs,  manufactures,  and  markets  radio-frequency  power  systems 

57  REFLECTONE  (RFTN)  Tampa,  Fla.  813-885-7481 

93.5 

4.5 

18.3 

32.5 

37.5 

20 

-  10 

19 

14 

53 

Fly  high  and  never  leave  the  ground  with  their  electronic  flight  simulators 

58  BROOKS  AUTOMATION  (BRKS)  Chelmsford,  Mass.  508-262-2400  • 

68.4 

7.0 

61.3 

136.5 

18.2 

25 

-  10 

14 

16 

101 

Vacuum-automation  equipment  for  the  semiconductor  business 

59  VERITAS  SOFTWARE  (VRTS)  Mountain  View,  Calif.  415-335-8000 

25.9 

9.2 

59.4 

187.4 

16.8 

48 

-  15 

48 

49 

423 

Products  that  help  convert  large  mainframes  to  smaller  computer  systems 

60  AMERICAN  LIST  (AMZ)  Mineola,  N.  Y.  516-248-6100 

18.9 

7.6 

23.1 

29.9 

35.5 

38 

-  23 

31 

18 

139 

Compiles  and  computerizes  lists  of  students  for  marketers 

61  APPLIED  VOICE  TECHNOLOGY  (AVTC)  Kirkland,  Wash.  206-820-6000  • 

33.6 

1.1 

31.1 

112.3 

24.1 

20 

-  8 

12 

61 

64 

Its  software  allows  you  to  pick  up  phone  messages  from  your  PC 

62  COMPUTER  TELEPHONE  (CPTL)  Waltham,  Mass.  617-466-8080 

28.9 

3.3 

33.4 

132.2 

22.9 

20 

-  3 

12 

36 

113 

Markets  discount  calling  plans,  800  services,  and  such  for  telcos 

63  EPIC  DESIGN  TECHNOLOGY  (EPIC)  Sunnyvale,  Calif.  408-733-8080 

35.0 

3.5 

109.4 

28.1 

21.8 

37 

^  13 

32 

137 

409 

Software  for  integrated  circuit  designers 

64  SECURITY  DYNAMICS  TECHNOLOGIES  (SDTI)  Cambridge,  Mass.  617-547-7820 

39.7 

7.2 

62.6 

99.7 

18.4 

88 

-  17 

88 

160 

1046 

Designs,  develops,  and  markets  security  products  for  computer-based  information  resources 

65  DATA  SYSTEMS  &  SOFTWARE  (DSSI)  Mahwah,  N.  J.  201-529-2026 

137.6 

19.3 

93.3 

82.2 

17.3 

14 

-  5 

9 

3 

62 

One-stop  shopping  for  software  services  and  design 

66  EASTBAY  (EBAY)  Wausau,  Wis.  715-845-5538 

114.5 

7.7 

35.7 

28.1 

28.6 

25 

-  15 

15 

10 

91 

Let's  play  ball!  Direct  marketer  of  athletic  sporting  goods 

67  COHERENT  COMMUNICATIONS  SYSTEMS  (CCSC)  Leesburg,  Va.  703-729-6400  • 

45.2 

8.1 

35.6 

180.4 

18.4 

29 

-  10 

20 

37 

293 

No  echo.  Digital  and  acoustic  echo-cancellation  technology 

68  EUPHONIX  (EUPH)  Palo  Alto,  Calif.  415-855-0400 

17.0 

0.3 

46.5 

37.8 

24.3 

12 

-  8 

10 

136 

51 

Digitally  controlled  mixing  consoles  for  the  audio  industry 

69  CONSO  PRODUCTS  (CNSO)  Union,  S.  C.  803-427-9004 

68.0 

5.8 

38.1 

51.5 

25.7 

20 

-  9 

16 

13 

81 

With  their  decorative  trimmings,  your  home  could  be  a  palace 

70  LAFAYETTE  INDUSTRIES  (LAFIE)  N.  Y,  N.  Y.  718-346-3099 

17.6 

0.9 

46.7 

184.1 

15.9 

7- 

2 

4 

6 

5 

Stack  'em  up  in  their  cabinets  and  wall  units 

71  MACROMEDIA  (MACR)  San  Francisco  415-252-2000 

116.7 

23.0 

67.7 

171.5 

14.8 

64 

-  16 

38 

64 

1328 

Develops  digital  arts,  multimedia,  and  Web-publishing  software 

72  CATALINA  MARKETING  (PCS)  St.  Petersburg  813-579-5000  • 

134.2 

22.0 

23.2 

38.6 

28.8 

81 

-  40 

77 

35 

740 

Its  scanning  systems  spurt  coupons  at  checkout  counters 

73  MILLER  INDUSTRIES  (MLR)  Atlanta  770-988-0797 

117.7 

6.9 

60.2 

85.1 

18.1 

31 

-  11 

30 

43 

292 

Manufactures  towing  and  recovery  equipment  that  forms  bodies  of  wreckers  and  carriers 

74  CIBER  (CIBR)  Englewood,  Colo.  303-220-0100 

131.2 

6.1 

70.6 

88.6 

16.8 

41 

-  13 

38 

50 

299 

Contract  programmers  make  software  as  you  like  it 

75  GLOBAL  VILLAGE  COMMUNICATION  (GVIL)  Sunnyvale,  Calif.  415-523-1000 

144.5 

8.8 

83.5 

75.5 

16.3 

26 

-  10 

1  7 

35 

264 

Modems  ind  other  accessories  for  Macs 

76  EDUCATIONAL  DEVELOPMENT  (EDUC)  Tulsa  918-622-4522 

18.4 

1.7 

44.3 

71.8 

20.4 

13 

-  6 

12 

37 

54 

A  world  of  fact  and  fantasy  through  children's  books 

77  SOS  STAFFING  SERVICES  (SOSS)  Salt  Lake  City  801-484-4400 

93.0 

2.6 

27.8 

55.9 

25.4 

15 

-  7 

12 

31 

82 

Leader  in  providing  individuals  for  short-  and  long-term  temporary  assignments 
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HOT  GROWTH  COMPANIES 


COMPANY  (STOCK  SYMBOL) 


CURRENT  RESULTS     THREE-YEAR  AVERAGES 


SALES 


EARNINGS 
$MIL, 


INCREASE  (%) 
SALES  PROFITS 


RETURN  ON 
CAPITAL 


INVESTMENT  DATA 

STOCK  PRICE 
52-WEEK  P/E  VALUE 

HIGH  -  LOW     RECENT     RATIO     $  MIL, 


78  CUTTER  &  BUCK  (CBUK)  Seattle  206-622-4191 
Manufactures  men's  traditional  sportswear 

19.3 

0.9 

34.2 

201.8 

16.3 

13  - 

6 

12 

32 

44 

79  STERIS  (STRL)  Mentor,  Ohio  216-354-2600  • 

Infection-prevention  systems  and  products  for  the  world  health-care  marke 

91.2 

12.8 

49.6 

71.9 

18.2 

45- 

19 

33 

49 

582 

80  PANATECH  RESEARCH  &  DEVELOPMENT  (PNTC)  Albuquerque  505-271-2200 
Manufactures  proprietary  accessories  for  the  airless-paint-spraying  industry 

11.5 

1.8 

33.1 

,73.1 

21.1 

9- 

3 

5 

10 

18 

81  CYBERGPTICS  (GYBE)  Golden  Valley,  Minn.  612-542-5000 
Designs,  develops,  and  manufactures  laser-sensor  systems 

34.5 

5.8 

51.2 

132.8 

15.1 

41- 

14 

22 

21 

124 

82  MICREL  (MCRL)  San  Jose,  Calif.  408-944-0800 
Designs  and  manufactures  analog  integrated  circuits 

55.1 

7.7 

47.7 

140.2 

15.1 

33- 

12 

16 

21 

145 

83  SAFETYTEK  (SAFE)  Fremont,  Calif.  510-226-9600  •  32.5 
Vital  signs  monitored:  Sensor-based  instruments  for  the  safety  and  health  markets 

3.4 

33.3 

34.7 

24.4 

18- 

11 

13 

14 

43 

84  PROJECT  SOFTWARE  &  DEVELOPMENT  (PSDI)  Cambridge,  Mass.  617-661-1444  •  58.0 
Client-server,  capital-asset-maintenance  software 

7.5 

23.7 

86.3 

21.0 

42- 

15 

31 

38 

288 

8.5  FIRST  TEAM  SPORTS  (FTSP)  Mounds  View,  Minn.  612-576-3500 
Let  the  good  times  roll  with  their  in-line  skates 

97.7 

7.8 

44.6 

67.7 

18.5 

32- 

11 

16 

12 

90 

86  ATC  ENVIRONMENTAL  (ATCE)  N.  Y.,  N.  Y.  212-353-8280  • 
Environmental  consulting;  water,  air,  and  metals  testing 

43.8 

4.3 

38.2 

123.9 

17.0 

18- 

11 

13 

19 

97 

87  TIMBERLINE  SOFTWARE  (TMBS)  Beaverton,  Ore.  503-626-6775 
Accounting  and  information  management  software  for  builders 

25.6 

2.0 

18.6 

75.9 

21.4 

17- 

7 

16 

29 

54 

88  TECHNE  (TECH)  Minneapolis  612-379-8854 

Biological  diagnostic  kits  for  research,  hospitals,  and  clinics 

52.8 

8.1 

30.0 

46.7 

23.3 

28- 

13 

28 

33 

263 

89  GENTEX  (GNTX)  Zeeland,  Mich.  616-772-1800  • 

Electro-optical  products,  such  as  automatically  dimming  rear-view  mirrors 

121.4 

17.7 

39.3 

53.1 

20.1 

42- 

15 

39 

39 

672 

90  COGNEX  (CGNX)  Natick,  Mass.  508-650-3000 

Computers  that  see?  Makers  of  machine  vision  systems 

120.0 

28.0 

52.9 

54.6 

17.3 

39- 

14 

24 

36 

970 

91  BALLANTYNE  OF  OMAHA  (BTN)  Omaha  402-453-4444 
Supplier  of  commercial  motion-picture  equipment 

41.8 

3.3 

28.2 

52.0 

22.5 

15- 

6 

14 

20 

63 

92  PENN  NATIONAL  GAMING  (PENN)  Wyomissing,  Pa.  610-373-2400 

Place  your  bets  on  the  thoroughbreds  at  the  Penn  National  Race  Course 

59.4 

5.3 

16.8 

85.1 

20.8 

33- 

10 

30 

24 

128 

93  LO-iACK(LOJN)  Dedham,  Mass.  617-326-4700 

With  their  device  onboard,  your  stolen  car  can  be  found  quickly 

52.5 

12.0 

31.7 

193.2 

15.1 

18- 

9 

13 

26 

291 

94  RIGHT  MANAGEMENT  CONSULTANTS  (RMCI)  Philadelphia  215-988-1588  119.1 
Downsizing  is  Right's  business,  providing  outplacement  services  to  companies 

8.5 

28.3 

80.0 

19.6 

38- 

13 

35 

18 

142 

95  CENTENNIAL  TECHNOLOGIES  (CTN)  Billerica,  Mass.  508-670-0646 
Laser  printer  font  cartridges 

29.6 

3.2 

41.7 

40.8 

20.2 

22- 

10 

20 

44 

119 

96  FAIR,  ISAAC  (FIC)  San  Rafael,  Calif.  415-472-2211 

Good  credit,  bad  credit,  no  credit?  Rates  creditworthiness 

129.8 

14.8 

38.4 

51.6 

20.1 

44- 

22 

44 

38 

546 

97  INNOVEX  (INVX)  Hopkins,  Minn.  612-938-4155 
Lead-wire  assembly  for  heads  of  hard-disk  drives 

56.3 

12.0 

12.8 

117.0 

18.7 

25- 

12 

14 

8 

97 

98  ABATIX  ENVIRONMENTAL  (ABIX)  Dallas  214-381-1146 
Distributes  supplies  used  for  lead  and  asbestos  abatement 

29.3 

0.9 

34.1 

141.8 

15.7 

5- 

2 

5 

11 

10 

99  URBAN  OUTFITTERS  (URBN)  Philadelphia  215-564-2313  • 
Clothing  and  specialty  items  for  the  home 

133.0 

12.3 

31.0 

43.9 

21.8 

35- 

18 

35 

25 

301 

100  KNIGHT  TRANSPORTATION  (KNGT)  Phoenix  602-269-2000 
They  stock  the  shelves  of  West  Coast  grocers 

60.8 

6.1 

45.6 

63.8 

17.1 

19- 

12 

19 

28 

171 

ALPHABETICAL  INDEX 
OF  COMPANIES 

The  number  that  follows 
each  company  name 
indicates  its  ranking 
in  the  table 


Abatix  Enuironmcntal  98 
ACT  Mfg.  15 
Align.Rite  IntI  33 
American  List  60 
Anchor  Gaming  31 
APAC  TeleServices  4 
Applied  Voice  Tech  61 
Astea  International  18 
ATC  Environmental  86 
Atria  Software  48 
Ballantyne  of  Omaha  91 
Brooks  Automation  58 
Cambndge  Tech  Partners  21 
Catalina  Marketing  72 
Centennial  Technologies  95 
CerProbe  40 


Chad  Therapeutics  19 
CIBER  74 
Cognex  90 

Coherent  Communs  Sys  67 
Cole  (Kenneth)  Prods  28 
Colonial  Data  Tech.  46 
Computer  Mgmt  Sciences  39 
Computer  Telephone  62 
Conso  Products  69 
Cutter  &  Buck  78 
CyberOptics  81 
CYBEX  Computer  Prods  29 
Data  Systems  &  Software  65 
Datastream  Systems  5 
Diodes  36 
Eastbay  66 

Educational  Development  76 


Eltron  International  2 
ENCAD  35 

EPIC  Design  Technology  63 
ESS  Technology  26 
Euphonix  68 
Tail,  Isaac  96 
First  Team  Sports  85 
Fresh  America  53 
Fusion  Systems  41 
GaSonics  International  14 
General  Employment  Ent  20 
Gentex  89 

Global  Village  Commun  75 
Gull  South  Medical  Supply  50 
Helix  Technology  37 
Hirsch  International  51 
HPR  II 


Image  Entertainment  43 
Innovex  97 
INS0  34 

Knight  Transportation  100 
Lafayette  Industnes  70 
Logan's  Roadhouse  9 
Logic  Works  3 
Lo-)ack  93 
Macromedia  71 
MedCath  24 
Micrel  82 

Miller  Industries  73 
Moovies  23 
Movie  Gallery  13 
NetManage  44 
Nobility  Homes  38 
OnTrak  Systems  8 


Opal  10 

Panatech  Research  i  Oev  80 
Parlux  Fragrances  32 
Penn  National  Gaming  92 
Perceptron  49 
PMT  Sen/ices  17 
Project  Software  &  Devei.  84 
Reflecione  57 
Remedy  1 

Retirement  Care  Assoc.  7 
RF  Power  Products  56 
Right  Mgmt  Consultants  94 
Rock  Bottom  Restaurants  27 
Safeskin  52 
SafetyTek  83 

Scientific  Technologies  25 
Security  Dynamics  Tech,  64 


SOS  Staffing  Services  77 
Steris  79 

Sterling  Healthcare  Grp  30 
Storage  Computer  47 
Symetncs  Industries  12 
Taitron  Components  55 
lechne  88 

Timberline  Software  87 
TSX54 
UniComp  6 
UniMark  Group  42 
Unison  Software  45 
Urban  Outfitters  99 
USA  Detergents  16 
Veritas  Software  59 
Wireless  Telecom  Grp  22 
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Sometimes,  a  simpler  way  to 
do  good  work  means  having 
somebody  else  do  it. 


File     Edit    Virw     lir.rri     1  orriiat      lodh,      laiile     Window  Hplf 

1  [Di^Rl  illal j  iTi^a[^f(^^r:;i|Xi 


Whether  they're  on  paper   or  on  your  network, 
we  manage  the  documents    so  you  can  manage  your  business. 

Introdliciing  The  Document  Source.^^ 


Lri  12    Col  1 


Today,  documents  are  strategic  business  assets. 
Looli  at  them  that  way,  and  you'll  find  new 
ways  to  make  your  people  more  pi-oductive. 
First,  you  have  to  ask  the  right  questions:  Is 
your  document  process  integrated  with  your 
information  strategy?  Can  you  manage  them 
from  creation  to  storage?  Is  it  time  to  outsource? 
The  Document  Source  is  Xerox's  way  to  help 
you  put  the  right  answer  to  work. 


XEROX^.  The  Documerl  Company"-,  and  ihe  stylized  X  are 
trademarks  ot  XEROX  CORPORATION  The  Document  Source 
'ice  mark  o(  XEROX  CORPORATION  Screen  shot  used 
by  permission  Irom  Microsolt  Corporation  36  USC  380 
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Government 


DEFENSE 


AHENTION 
PENTAGON  SHOPPERS 

Common  sense  is  finally  being  imposed  on  military  spending  by  budgetary  pressures 


With  its  $640  toi- 
let seats,  vast 
armies  of  audi- 
tors, and  reams 
of  detailed  specifications 
for  bombs  and  devil's 
food  cake,  the  Pentagon 
has  never  been  labeled 
a  smart  shopper.  Indeed, 
for  a  quarter-century, 
blue-ribbon  panels  have 
tried  and  failed  to  re- 
for-m  the  Defense  Dept.'s 
labyiinthine  procui'ement 
process.  The  result:  bil- 
lions in  extra  costs  for 
taxpayers  and  a  bureau- 
cratic tangle  for  compa- 
nies that  do  business 
with  the  military.  In  one 
infamous  case,  govern- 
ment rules  made  it  im- 
possible for  Motorola 
Inc.  to  supply  tvv^o-way 
radios  for  Operation 
Desert  Storm.  Instead, 
it  had  to  sell  them  to  a 
Japanese  agency,  which 
then  donated  them  to 
the  U.  S.  military. 

So  when  William  J. 
Perry,  now  Defense  Sec- 
retary, made  procure- 
ment reform  a  center- 
piece of  Pentagon  policy, 
"frankly,  I  was  skepti- 
cal," says  R.  Noel 
Longuemare  Jr.,  principal  deputy  under 
secretary  for  accjuisition  and  technology. 
But  several  Defense  directives  and  two 
key  pieces  of  legislation  later,  results  of 
the  two-year-old  effort  are  almost  visi- 
ble. Current  pilots  will  save  the  Pen- 
tagon billions  over  the  next  few  years 
and.  Perry  predicts,  tens  of  billions  in 
the  future.  Even  cynical  industry  ex- 
ecutives are  impressed.  "The  changes 
are  enormous,"  says  Matt  Brislawn, 
vice-president  for  contracts  at  Boeing 
Co.'s  Defense  &  Space  Group.  "I've 
seen  more  progress  in  the  past  two 
years  than  my  previous  32." 


Take  the  Pentagon's  plan  to  trans- 
form thousands  of  dumb  bombs  into 
smart  missiles.  Technocrats  figiu-ed  that 
adding  fins  and  navigation  sensors 
would  cost  $40,000  per  bomb,  using  the 
traditional  approach  of  specifying  the 
design  and  recjuiring  miUtaiy  parts  and 
production  lines.  This  time  "they  did 
some  wild  and  crazy  things,"  says  a 
McDonnell  Douglas  Corp.  official.  The 
Defense  Dept.  waived  the  detailed 
specifications,  giving  companies 
the  freedom  to  design  the  system, 
use  less  costly  off-the-shelf  parts,  and 
build  the  weapon  more  hke  a  commer- 


cial product.  The  final 
cost:  $14,000.  With  more 
than  100,000  bombs,  the 
"savings  alone  amount 
to  $3  biUion— enough  to 
get  even  the  Defense 
Dept.'s  attention,"  de- 
clares Perry. 

In  other  cases,  savings 
flow  from  the  long  over- 
due use  of  common 
sense.  Until  recently, 
purchasing  a  part  for 
one  of  the  military's 
many  Boeing  aircraft 
was  as  convoluted  as  the 
plot  of  a  Gilbert  &  Sulli- 
van operetta.  The  De- 
fense Dept.  had  to  put 
out  a  request  for  pro- 
posals, wait  for  an  offer 
from  Boeing,  and  then 
negotiate  a  contract. 
Then  Boeing  had  to 
pluck  the  part  from  its 
warehouse  and  repack- 
age it  to  meet  military 
shipping  rules.  The 
whole  process  took  more 
than  two  months,  re- 
quiring the  Pentagon  to 
maintain  an  expensive 
inventory  of  airplane 
parts. 

TAKE  A  NUMBER.  But  in 

a  new  contract,  signed 
in  March,  the  Pentagon 
agi'eed  to  act  just  Uke  an  ordinary  com- 
mercial buyer.  "If  they  need  landing 
gear  for  a  747,  they  can  call  up  and 
order  out  of  our-  warehouse,"  says  Boe- 
ing's Brislavm.  So  instead  of  taking  two 
months,  the  part  can  be  on  its  way  in 
two  hours. 

Similarly,  Defense  is  dropping  volu- 
minous r-equirements  for  production  jobs 
like  soldering  and  quality  control,  allow- 
ing comparries  to  substitute  commer-cial 
practices.  In  a  pilot  project,  trw  Inc.  is 
pr-eparing  to  build  avionics  modules  for 
F-22  fighters  and  other  military  aircraft 
on  its  automotive-electronics  production 
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The  aroma  of  roast  duck 
distracts  you  from  your  report. 
fi  steaming  towel  wipes  the 
stress  away.  You  sit  back  and 
as  the  Chardonnay  you  were 
ust  thinking  about  appears, 
Ifou  decide... 


could  get  used  to  this. 

e  or  redeem  miles  in  either  Lufthansa  Miles  &  More™  or  United  Mileage  Plus*  when  you  fly  on  Lufthansa  flights  or  flights  operated  by 
I  partner.  United  Airlines.  ^  ^  =  ,  _  j 


Government 


lines  using  commercial  parts.  Besides 
yielding  cost  savings  of  35%,  the  com- 
mercial parts  are  longer-lived  than  their 
militaiy  counterparts. 

Why  has  the  Pentagon  become  a 
smarter  buyer?  "Tj-emendous  budgetaiy 
pressures,"  says  consultant  Stan  Z. 
Soloway.  Perry  has  a  vision  for  a  su- 
perhigh-tech  military,  in  which  troops 
have  so  much  information  and  smart 
weaponry  that  U.  S.  forces  can  whip 
far  more  numerous 
foes.  But  with  today's 
modernization  budget 
of  .$40  billion — only  a 
thii'd  the  level  in  fiscal 
1986 — expected  to 
grow  slowly  at  best, 
"acquisition  reform  is 
the  only  way  to  get  the  technology 
that  will  give  us  the  decisive  edge  on 
the  battlefield,"  explains  Perry.  "We 
need  to  do  business  more  hke  commer- 
cial industry — and  do  more  business 
with  commercial  industry." 
HAMSTRUNG.  But  while  the  Defense 
Dept.  is  winning  plenty  of  kudos  from 
industry,  there  have  also  been  "fail- 
ures and  missteps,"  says  at&t  Vice- 
President  Alan  L.  Chvotkin.  For  in- 
stance, the  telecommunications  giant 


is  miffed  that  the  Pentagon  is  trying  to 
build  its  own  phone  network,  instead 
of  giving  the  job  to  commercial  com- 
panies, which  AT&T  estimates  would 
cost  roughly  $1.5  billion  less.  "Here's 
an  example  of  Defense  not  walking  the 
talk,"  complains  Chvotkin.  Citing  an 
ongoing  probe  by  government  inves- 
tigators, the  Pentagon  won't  comment. 

Pentagon  reformers  are  still  ham- 
strung by  scores  of  existing  federal 

"We  need  to  do  business  more  like 
commercial  industry-and  do  more  business 
with  commercial  industry" 


laws,  such  as  Buy  America  provisions 
and  niles  to  ship  cargo  only  on  Ameri- 
can vessels.  At  Motorola,  many  busi- 
ness uiiits  don't  want  the  extra  hassle  of 
seUing  to  the  government,  says  James 
H.  Goldstein,  director  for  government 
acquisition  policy  at  Motorola's  Govern- 
ment &  Space  'Technology  Group. 

Since  buying  more  off-the-shelf  prod- 
ucts is  critical  to  cost  savings,  such  re- 
luctance will  put  a  crimp  in  Perry's 
ambitious  procurement  plans,  industry 


experts  say.  What's  more,  they  add, 
another  major  chunk  of  savings  won't 
come  until  mihtary  managers  stop  re- 
quiring detailed  cost-accounting  data 
for  research  and  development  on  major 
programs,  which  often  takes  eight 
times  as  long  as  private  r&d  efforts. 
"When  you  look  at  the  big  pictui'e  on  a 
scale  of  1  to  10,  the  Pentagon  is  at  3  or 
4,  so  they  have  a  long  way  to  go,"  says 
consultant  Soloway. 

Perhaps  most  diffi- 
cult— if  more  intangi- 
ble— real  reform  "re- 
quires a  culture 
change  on  the  part  of 
both  government  and 
industry,"  says  LeRoy 
Haugh,  vice-president 
for  procurement  and  finance  at  the 
Aerospace  Industries  Assn.  Yet  doing 
all  of  this  is  about  as  easy  as  "trying  to 
change  the  direction  of  an  aircraft  car- 
rier with  an  oar,"  quips  Brislawn. 

Still,  with  Perry  and  his  reformers 
straining  at  the  tiller.  Defense  already 
seems  to  be  changing  course.  And  if 
they  can  keep  at  it,  someday  they  may 
be  able  to  buy  that  oar  itself  at  a 
Kmart  shoppers'  price. 

By  John  Carey  in  Washington 


Attractive,  Affordable,  Available: 
Ceco  Pre-Engineered  buildings 

For  nearly  five  decades  we  have  specialized  in  providing  attractive  pre-engineered  buildings  with 
quality  metal  roofs,  all  at  predictable  prices  and  constmction  schedules.  We  are  Ceco  Building 
Systems,  recognized  nationally  by  many  of  the  Fortune  500  companies  and  available  locally  through, 
authorized  Ceco  builders.  Dial  1-800474-CECO. 

Fbraccpyof  ;   .  = 

"The  Construction  Guidebook,' 
give  us  a  call. 


Ceco 
Building 


SStems  1-8(XM74CH:0(2326) 


Expand  your 
investment  horizons. 

(Opportunity  and  peTformance 
in  any  language^ 


INTERNATIONAL  EMERGING  GROWTH  FUND 


28.0  %  One  -year  average  annual  total  ret  am  as  of  March  SI,  1996* 
International  Emerging  Growth  focuses  on  rapicily  growing,  "emerging"  companies. 
Up  to  half  of  the  fund's  portfolio  can  invest  in  companies  of  all  sizes  found  in  "emerg- 
ing" mai  kets.  But  it  can  also  invest  in  small,  "emerging"  companies  found  in  more 
developed  mai'kets.  Tliough  it's  no  guarantee  of  future  peifonnance,  this  investment 
combination  has  had  str  ong  early  results. 


INTERNATIONAL  EQUITY  FUND 


18.4  9^  One-year  average  annual  total  return  as  of  March  31, 1996.* 
International  Equity  focuses  primarily  on  more  seasoned,  mediiun  to  large  size  compa- 
nies around  tlie  world.  An  investment  str  ategy  tliat  has  a  four  year"  liistory  of  proven 
performance,  although  it's  no  guarantee  of  futiue  results. 


Two  different  ways  that  Twentieth  Century  helps 
you  piu^ue  investment  opportunities  around  the  world. 

To  find  out  more,  call  or  wiite  for  a  free  World  Investor's 
Kit.**  Please  keep  in  mind  that  investments  in  foreign 
securities  involve  greater  risk  -  and  in  the  case  of 
International  Emerging  Growth,  significantly  greater 
risk  -  than  investments  in  domestic  secirrities.  Call 
today,  toU-free:  1-800-345-2021. 


1-800-345-2021 

http:  //  networth.galt.cnm/twencent 


13.8%  ..-12 .7'  /d  are  Twenfielh  Cenlufy  Inteinafionol  Emerging  Growth  Fund's  since  inception  (4/1  /94)  ond  International 
Equity  Fund's  since  inception  (5/9/91)  overage  onnual  total  letuins  as  of  Morch  31, 1996  'Data  quoted  represents  post  performance  and  ossumes  reinvestment 
of  oil  distributions.  Post  perfoimonce  is  no  guarantee  of  future  results.  Investment  return  and  principal  value  will  fluctuate,  and  redemption  volue  may  be  more  or  less 
tban  original  cost,  **Tbe  kit  conloins  o  prospectus  with  more  complete  informohon,  including  chaiges,  expenses  and  minimums,  Pleose  read  the  prospectus  carefully 
before  investing.  Twentieth  Century  Securities,  Inc,  ©1996  Twentieth  Century  Services,  Inc.  P,0,  Box  419200,  Kansas  City,  MO  64141-6200, 
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THE  NEW  GRAPEVINE 
IS  ONLINE 

Amateur  Internet  gurus  are  moving  stocks  in  a  big  way 


The  Internet 
Gave  These 
Stocks  a  Shot 
of  Adrenaline 


Something  intriguing  happened  to 
the  stock  of  Guardian  Insurance 
Financial  Services  back  in  Janu- 
ary. In  the  universe  of  news 
sources  available  to  investment  profes- 
sionals, such  as  Dow  Jones  News/Re- 
trieval Service  and  Bloomberg  Business 
News,  nothing  significant  was  brewing. 
Yet,  for  no  apparent  reason.  Guardian 
stock  began  to  cUmb — 2%  on  Jan.  10,  2X 
on  Jan.  16,  then  3  and  AVz  and  up  to  6  on 
Jan.  24. 

What  happened?  A 
press  release  issued  by 
the  company  at  month's 
end  said  the  rise  was 
"partly  attributable  to  a 
favorable  review  by  an 
electronic  newsletter." 
But  to  followers  of  a 
band  of  stock  traders  on 
the  Internet,  there  was 
no  "partly"  about  it.  A 
widely  followed  online 
investment  tip  sheet — 
the  Waaco  Kid  Hot 
Stocks  Forum — had 
picked  Guardian.  And 
when  the  Waaco  Kid 
speaks,  investors  listen — 
and  buy.  "Sometimes  the 
moves  are  just  dramat- 
ic," says  Richard  Geist, 
editor  of  the  Strategic 
Investing  newsletter  and 
an  occasional  Forum  source. 
GROWING  POWER.  Welcome  to  the  new 
world  of  Internet  stocks.  No,  these  are 
not  the  darlings  of  Wall  Street — the 
stocks  in  Internet  services  and  software 
companies.  The  new  breed  of  Net  stocks 
are  companies  that  are  influenced, 
favorably  and  not,  by  messages  and 
E-mail  on  the  Internet  and  the  online 
services — notably  America  Online  Inc., 
which  is  host  to  the  widely  followed 
Motley  Fool  investment  feature.  The 
ranks  of  the  new  Internet  stock  mavens 
range  from  online  newsletters  to  a  small 
but  growing  number  of  Internet  Web 
sites  and  mailing  lists — such  as  the 
Waaco  Kid — that  distribute  their  stock 


WESTERBEKE 


tips  to  thousands  of  investors  around 
the  country. 

The  gi'owing  stock-moving  power  of 
the  onhne  world  is  a  comparatively  new 
phenomenon.  Its  impact,  which  first 
emerged  last  year,  has  become  ever 
more  appai'ent  in  the  past  few  months — 
and  presents  both  opportunities  and 
dangers  for  investors.  The  dangers  in- 
clude misinformation  and  "pump  and 
dump"  schemes,  in  which  stocks  are 
hyped  by  traders  who 
then  sell  at  the  inflated 
share  prices.  But  above 
all,  the  impact  of  the  In- 
ternet stock  giuus  epito- 
mizes the  power  of  the 
Net  as  a  growing  force 
in  the  stock  market.  The 
Internet  is  hardly  as  po- 
tent a  market  force  as 
are  analyst  reports  and 
the  financial  press — but 
it's  getting  there,  and 
fast. 

Internet-driven  shares 
are  top-heavy  with  pen- 
ny stocks  such  as 
Guardian  but  lately  have 
included  larger,  often 
high-tech  issues  such  as 
computer  peripherals 
maker  Iomega  Corp., 
NOV  22, '95  whose  intense  following 
on  America  Online  mes- 
sage boards  has  prompted  concern  from 
the  company.  Net  watchers  believe  that 
the  recent  surge  in  Zenith  Electronics 
Corp.,  the  TV  maker 
turned  Internet  compa- 
ny, was  fueled  in  part  by 
postings  on  the  Internet 
and  America  Online.  An- 
other dramatic  example 
of  online  stock-moving 
clout  involves  Zytec 
Coi-p.,  a  computer  equip- 
ment maker  whose 
shares  fell  20%  on  May  7 
after  it  was  dropped 
from  a  model  portfolio 
posted  on  America  On- 


NO  VANITY:  "A  year  ago,  I  was  asking 
stupid  questions,"  Essary  says 
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line  by  Motley  Fool.  "Did  I  cause  Zyteff*' 
to  drop  seven  points?  I  suppose  so, 
says  Greg  Markus,  who  runs  the  Fool'l"'-' 
"Boring  Portfolio."  But  Markus  empha 
sizes  that  his  portfolio  is  purely  an  edu 
cational  tool,  in  keeping  with  his  occu  - 
pation— he  teaches  political  science  ai 
the  University  of  Michigan. 

Many  of  the  new  Internet  investment 
savants  are,  like  Markus,  strictly  ama 
tem-  investors.  The  Waaco  Kid  is  a  goo( 
e.xample.  Its  founder  is  a  confessed  tyr( 
at    stock-picking  v/h.(^ 
started  the  Waaco  Kic'D  a 
pretty  much  as  a  larkP-i' 
'Just  a  year  ago  I  wai 
asking  stupid  question|"T: 
on     Prodigy,"  note 
founder  Gayle  Essary 
55,  a  soft-spoken  Texa: 
native  who  runs  a  manjst 
agement  consulting  firm 
New  York  Managemen' 
Group. 

In  his  varied  career 
I  B  Essary  has  been  a  trad( 


DEC.  26.  '95 
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gazine  publisher  and  political  con- 
tant.  He  became  interested  in 
esting  while  perusing  the  Prodigy 
ney  Talk  message 
iters  but  became 
enchanted  with  the 
en  heated  discussions 
found  there.  So  he 
t  Prodigy  but  contin- 
i  to  correspond  with 
online  friends — a 
•respondence  that 
;ame  the  nucleus 
the  Waaco  Kid.  The 
)up  began  a  year 
3  as  an  informal  ex- 
mge  of  investment 
'.as,  and  eventually 
m  off  a  formal  invest- 
nt  club  separate  from  the  forum. 
The  Waaco  Kid  works  simply.  Every 
mber — or  "co-editor" — of  the  mailing 
which  has  charged  a  subscription 
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fee  foi-  the  past  few  months,  has  the 
right  to  distribute  stock  suggestions  to 
all  the  other  members  of  the  list.  A 
small  nucleus  of  members,  headed  by 
Essary,  makes  "picks,"  or  formal  rec- 
ommendations. Initially  the  picks  were 
secondhand,  usually  borrowed  from  the 
Dick  Davis  Digest,  a 
prominent  investment 
newsletter.  Early  in  its 
life,  Waaco  Kid  picked 
fairly  sizable  companies. 
The  stocks  often  moved 
when  Waaco  Kid  chose 
them — but  that  was 
probably  due  to  the  clout 
of  the  newsletter,  not 
Waaco  Kid  members' 
own  purchases  or  the 
members'  efforts  to  talk 
up  the  stocks  in  Inter- 
net discussion  gi'oups. 

The  tide  turned  last 
September,  however,  when  the  Waaco 
Kid  members  picked  a  stock  on  their 
own — and  quickly  learned  their  clout 
in  the  marketplace.  It  was  a  small  soft- 
ware maker  and  penny  stock  called 
Blue  Chip  Computerware  Inc.,  based 
in  Farmingdale,  N.  Y.  When  the  com- 
pany's stock  was  picked  by  the  Kid  on 
Sept.  12,  the  selection  was  promptly 
disseminated  both  in  the  group's  own 
mailing  list  and  in  Internet  news- 
groups, such  as  "misc.invest.stocks"  and 
"alt.invest.penny-stocks."  The  impact  was 
cb'amatic.  In  a  matter  of  thi-ee  days,  the 
share  price  of  the  stock  zoomed  from 
%  to  a  52- week  high  of  VV:',  only  to  fall 
back  just  as  cb'amatically  aftemaixl.  The 
volume  was  staggemg — 
soaring  ft"om  an  average 
of  only  25,000  shares 
a  day  beforehand  to 
2  million  shares  when 
the  stock  hit  a  high  on 
Sept.  14.  Other  stocks — 
including  Westerbeke, 
Quantum  Learning  Sys- 
tems, and  CD-MAX — also 
moved  skyward  when 
picked  by  the  Kid. 

When  the  Waaco  Kid 
moves  the  market  the 
rise  is  usually  just  tem- 
poraiy,  leading  some  In- 
ternet skeptics  to  contend  that  the  Waa- 
co Kid  is  sometimes  used  as  a  "pump 
and  dump"  effort.  Essary  concedes  that 
some  Waaco  Kid  subscribers  may  in- 
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deed  be  engaged  in  that  practice,  but  he 
says  that  he  tries  his  best  to  discourage 
that — by,  among  other  things,  asking 
that  Waaco  picks  not  be  disseminated  in 
Internet  news  groups.  Essary  notes  that 
he  does  not  trade  stocks  himself,  and 
that  the  Kid  is  but  one  of  the  Inter- 
net-related ventures  that 
his  company  has  in  the 
works,  such  as  non- 
investment-oriented 
Worid  Wide  Web  sites. 
The  Kid  itself  has  gi'own 
beyond  the  Internet, 
with  forum  picks  now 
distributed  by  fax  and, 
beginning  just  recently, 
made  available  to  sub- 
scribers of  Real  Time 
Quotes  Inc.,  a  network 
of  trading  terminals. 

Still,  the  heart  of  the 
Waaco  Kid  remains  the 
Internet,  for  better  or  worse.  Essary's 
own  integrity  seems  untarnished — Geist, 
for  one,  says  that  he  has  found  Essaiy 
to  be  scrupulously  ethical  in  running 
the  forum.  But  not  all  the  Kid's  sub- 
scribers may  be  that  pure.  One  Waaco 
Kid  investment  club  member,  for  exam- 
ple, said  in  a  late-January  posting  on 
an  investment  newsgi'oup  that  after  the 
club  takes  a  position  in  a  stock  "we 
publicize  the  stock  on  the  boards  [in- 
vestment newsgroups]  and  the  price 
goes  up." 

"HACKER  ORIENTATION."  That  indeed  is 
what  tends  to  happen — and  it  is  not  al- 
ways pleasing  to  the  companies.  One 
Waaco  Kid  pick  is  the  Arizona-based 
HealthTech  International  Inc. — a  choice 
that  gi-ew  out  of  a  conference  call  that 
HealthTech  President  Tim  Williams  had 
with  several  online  investors.  As  with 
other  stocks,  the  Kid  had  a  temporarily 
positive  impact  on  HealthTech  stock. 
But  HealthTech  consultant  John  Pig- 
man,  who  serves  as  a  liaison  with  the 
Internet  community,  says  such  short- 
term  moves  don't  do  companies  much 
good.  Unlike  some  other  Internet  in- 
vestment fomms,  he  says,  the  Waaco 
Kid  "has  more  of  a  hacker  orientation. 
They're  acutely  aware  of  the  power  of 
the  tool  itself." 

Perhaps.  But  who  can  blame  them? 
Wall  Street  pros  have  long  reveled  in 
their  power  to  move  the  market.  Now 
it's  the  httle  guy's  turn. 

By  Gary  Weiss  in  New  York 


We  publicize  the  stock  on  the  boards,  and  the  price  goes 
up,"  says  one  online  investment  club  member 


Finance 


SECURITIES  FIRMS 


MERRILL  MAY  BE 

A  MERGER  MOGUL  AT  LAST 

It  reaches  for  the  elite  ranks  of  M&Awith  record  deals 


Apr.  23  will  be  remembered  by  in- 
vestment bankers  at  Merrill 
Lynch  &  Co.  for  a  long  time.  On 
that  day,  Bell  Atlantic  Corp.  offi- 
cially announced  its  massive  $23  billion 
merger  with  Nynex  Corp.,  one  of  the 
largest  deals  in  history,  and  Cisco  Sys- 
tems Inc.  agi'eed  to  acquire  Stratacom 
Inc.  for  $4  billion.  In  a  clean  sweep, 
Men-ill  Lynch  sei-ved  as  adviser  to  both 
Bell  Atlantic  and  Cisco.  On  the  30th 
floor  of  Menill  Lynch's  Manhattan  head- 
quarters, where  its  mergers  and  acqui- 
sitions department  is  based,  the  mood 
was  euphoric.  "We  have  gotten  to  the 
promised  land,"  jokes  Jack  Levy,  co- 
head  of  M&A  at  Menill. 

For  well  over  a  decade,  the  giant 
brokerage  has  been  pursuing  an  almost 
obsessive  campaign  to  join  the  elite 
ranks  of  Goldman,  Sachs  &  Co.  and 
Morgan  Stanley  &  Co.  as  kings  of  m&a. 


the  most  upscale  business  on  Wall 
Street.  Yet  one  Merrill  executive  after 
another  has  tried  and  failed  to  put  the 
fiiTn  on  the  map  in  M&A.  "It's  a  bui'ning 
objective  of  theirs,"  says  William 
Benedetto,  chairman  of  Benedetto,  Gait- 
land  &  Green  Inc.,  an  investment  bank- 
ing boutique.  The  huge  Bell  Atlantic 
deal  suggests  that  Merrill's  strategy 
may  now  be  paying  off.  In  domestic 
M&A,  Merrill  has  gone  from  No.  6  in 
1990  to  No.  1  so  far  in  1996,  and  to 
No.  2  in  global  m&a  behind  Morgan 
Stanley  (table,  page  136).  "We  want  to 
be  first,  second,  or  third  in  m&a  every 
year,"  says  Tom  W.  Davis,  co-head  of 
investment  banking.  "We  want  to  be 
the  same  as  Morgan  Stanley  and  Gold- 
man Sachs  or  better." 

Bell  Atlantic  isn't  the  only  blue-chip 
client  Men-ill  has  picked  up  lately.  In- 
gersoU-Rand  Co.  used  the  firm  in  its 


CLEAN  SWEEP 
The  M&A  team,  led  by 
Koeneke  and  Le\y, 
vaulted  into  first  place 
as  ad\isers  to  Bell 
Atlantic  and  Cisco 
Systems  mergers 


lov 


$1.5  billion  hostile  acquisi 
tion  of  Clai-k  Equipment  Co 
in  May,  1995.  Merrill  bea 
out  foiu-  other  major  firms 
Says  Thomas  McBride,  In 
gersoll's  cliief  financial  offi 
cer:  "Qiute  fi-ankly,  om-  man  '"^ 
agement  team  was  mori 
favorably  impressed  witl 
Merrill  Lynch." 

Merrill  Lynch,  of  course 
has  long  been  the  larges 
and  most  profitable  broker 
age  house  on  Wall  Street 
And  it  has  built  a  formida 
ble  reputation — but  foi 
bi-awn,  not  brains.  Its  huge 
brokerage  network  has  ai 
unsurpassed  ability  to  mar 
ket  securities  offerings  t( 
investors.  It  has  a  leading 
position  in  almost  every  financial  mar 
ket  fi-om  junk  bonds  to  Japanese  yen 
Yet  Merrill  has  never  been  a  majoi 
player  in  m&a,  which  is  considered  th 
more  intellectual,  even  glamorous  sid( 
of  investment  banking,  m&a  is  regardec 
on  the  Street  as  a  much  more  presti 
gious  undertaking  than  retail  broker 
age  and  even  underwriting.  Since  it  in 
volves  the  stnictio-ing  of  highly  complex 
deals,  M&A  requires  the  most  creative 
brainpower.  And  it  forges  intimate  an( 
lasting  ties  between  investment  banker 
and  clients,  since  the  future  of  a  com 
pany  can  be  at  stake.  "It's  been  ven 
frustrating  for  our  people  for  a  lonj 
time,"  says  Merrill  Lynch  Presiden 
David  H.  Komansky.  "We  want  to  be  ai 
well  recognized  for  our  intellectual  ca 
pacity  as  for  our  physical  prowess  oi 
the  distribution  side." 
MODEST  PROGRESS.  Wliile  many  fii-mi 
have  tried  to  build  an  investment-banl 
and  M&A  team  from  scratch,  vei-y  fev 
have  succeeded.  In  the  past  decade 
losers  in  the  U.  S.  have  included  thi 
big  Japanese  securities  firms  am 
Britain's  S.  G.  Warburg  &  Co.  More  re 
cently,  Union  Bank  of  Switzerland 
Deutsche  Bank,  and  Smith  Bai-ney  havi 
spent  lavishly  to  liii-e  bankers  from  oth 
er  fii-ms  to  try  to  catapult  into  the  to] 
ranks  of  investment  bankers  in  a  fev 
years.  So  far,  they  have  made  only  mod 
est  progi-ess.  The  Merrill  story  show; 
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rhe  Company  Tried  To  Tailor  A  Program 
"rom  A  Number  Of  Different  Providers. 


hey  were  buying  their  managed  care  services  in  pieces.  But  the  fit  wasn't  right.  We  showed 


em  our  integrated  seamless  program. 


riage  specialists  joined  to  medical 


roviders  connected  to  rehabilitation 


Q^qUB     services--all  tied  into 


aims  management.  With  immediate  access 


if*- 


We  Said  Cut  From  The  Same  Cloth. 


information.  We  demonstrated  the  savings  on  each  component.  It  made  them  look 


LIBERTY  ^ 

ke  a  million  bucks.  For  managed  care  that  fits  perfectly,  call  us.  MUTUAL* 

995  Liberty  Mutual  Group 
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that  success  can  take  decades,  not  years. 

Merrill's  m&a  inarch  dates  back  to 
the  late  1970s,  when  Merrill  Lynch  was 
nowhere  in  m&a  and  a  second-tier  play- 
er in  investment  banking.  The  fu-m  be- 
gan its  climb  in  1978  by  buying  White, 
Weld  &  Co.,  a  small  investment  bank 
with  an  m&a  department.  Its  main  ap- 
proach was  to  work  its  way  up  from 


the  bottom  of  the  investment  banking 
food  chain,  issuing  commercial  paper  for 
a  company  and  gi-adually  advancing  to 
more  and  more  complex  assignments. 
It  also  began  using  the  sheer  heft  of 
its  balance  sheet.  By  making  bridge 
loans  to  clients  such  as  Time  Warner 
Inc.,  it  garnered  m&a  assignments  from 
those  same  clients.  And  it  boosted  its 
mai'ket  share  by  advising  its  own  lever- 
aged buyout  arm.  Men-ill  Lynch  Capital 
Partners,  for  example,  on  its  $5  bilhon 
pm-chase  of  Borg-Wamer  Secmity  Coi-p. 
HIRING  BINGE.  By  1988,  Merrill  was 
ranked  No.  1  in  equity  and  debt  under- 
writing, a  position  it  has  maintained 
every  year  since  then.  Building  on  this 
strength,  Merrill  bankers  intensified  its 
push  into  M&A.  "We  relied  on  oiu"  capital- 
mai'kets  presence  to  clear  the  path  for 
penetration  in  the  advisoiy  biz,"  says 
Men-ill's  Levy.  By  1993,  Men-ill  had  biiilt 
a  reputation  as  a  capital-markets  pow- 
ei'house.  But  it  still  hadn't  made  much 
headway  in  m&a  because  it  lacked  a 
strong  bench  of  M&A  bankers  and  the 
organization  to  pursue  coiporate  clients. 

To  remedy  this,  it  hired  an  experi- 
enced cs  First  Boston  banker,  Michael 
S.  Koeneke,  to  be  co-head  of  m&a  with 
1    Levy.  Koeneke  began  a  marketing  effort 
I    focused  on  big  corporations  and  orga- 
%    nized  by  industry  gi-oup.  And  in  1993 
5    and  1994,  Koeneke  and  Levy  hii-ed  some 
^    15  bankers  from  Wasserstein  Perella, 
Kidder  Peabody,  and  Salomon  Broth- 
g    ers,  as  well  as  a  team  of  10  energy 


bankers  from  cs  First  Boston.  "Of  the 
senior  people  in  the  department,  75% 
joined  in  the  last  tliree  years,"  says  one 
Men-ill  banker  who.  came  from  Salomon 
Brothers  Inc.  Merrill  says  its  hiring 
binge  differed  from  the  hiring  its  com- 
petitors are  doing.  "We're  adding  people 
into  an  existing  culture,"  says  Ban-y  S. 
Friedberg,  chairman,  investment  bank- 


ing. With  the  exception  of  the  energy 
gToup,  "they  ai'e  integi'ated  into  existing 
gi'oups." 

In  building  its  M&A  prowess,  money 
was  no  object.  In  1995,  Merrill  spent 
$800  million  to  buy  Britain's  Smith  New 
Court,  in  part  to  gain  m&a  stature  in 
Eui-ope.  Wliile  the  fii-m  won't  say  what 
it  has  spent  over  the  years,  its  strategy 
is  a  pricey  one.  Levy  says  the  fii-m  pro- 
vides clients  with  reams  of  research  and 

power. 


analysis  and  annies  of  bankers  to  dis- 
tinguish itself  from  competitors.  Mer- 
rill also  won't  say  what  its  m&a  depart- 
ment earns.  But  insiders  say  its 
revenues  have  gi-own  40%  annually  for 
the  past  thi-ee  years  and  were  $300  mil- 
lion in  1995. 

These  initiatives  are  now  bearing 
fruit.  The  Bell  Atlantic  coup  resulted 
fi-om  the  efforts  of  Thomas  Middleton,  a 
telecommunications  banker  recruited 
from  Salomon,  and  a  team  of  about  15 
Merrill  bankers.  Middleton  had  a  rela- 
tionship with  Bell  Atlantic  as  a  junior 
banker  on  its  failed  bid  for  Tele-Com- 
munications Inc.  in  1993.  The  Merrill 


team  pursued  Bell  Atlantic  persistently 
for  two  years  and,  in  April,  its  effort^  [ 
paid  off.  Instead  of  tui-ning  to  its  his-i 
toric  bankers.  Bell  Atlantic  hii-ed  Men-ill 
and  Middleton. 

Several  other  factors  helped  Merrill. 
It  is  always  easier  to  gain  market  share 
when  business  is  booming,  like  the  m&a 
business  has  been  since  1993.  "This  is 
the  greatest  M&A  market  in  the  history 
of  the  world,"  says  Koeneke.  Merrill 
has  also  been  greatly  aided  by  the  tra- 
vails of  some  of  its  competitors.  Sa- 
lomon Brothers,  Lehman  Brothers,  and 
even  cs  Fii-st  Boston  have  had  trouble 
holding  on  to  their  m&a  market  share 
because  of  personnel  turmoil. 
"NO  INFERIORITY  COMPLEX."  While  Mer- 
rill leads  the  pack  in  domestic  m&a  sc 
fai-  this  year,  that  stemmed  mainly  from 
the  huge  Bell  Atlantic  deal.  It  wiU  have 
to  work  hai-d  to  maintain  its  position.  In 
1995,  Morgan  Stanley  had  28%  in  do- 
mestic m&a  market  share,  Goldman  had 
22%,  and  First  Boston  had  16.5%..  Mer- 
rill was  fourth,  with  15.8%.  "I  hadn't 
noticed  that  they  were  more  prominent 
today  than  they  had  been,"  says  one 
M&A  head  at  a  competitor.  "I'm  more 
worried  about  J.  P.  Morgan." 

For  all  its  progress,  Merrill,  a  firnr 
that  is  run  by  two  former  retail  bro- 
kers, still  doesn't  enjoy  Morgan's  and 
Goldman's  upper-crust  client  list  and 
august  cachet,  say  former  Merrill 
bankers.  "They  are  still  not  the  firm  oJ 
choice  for  the  top  500  companies 
where  getting  business  is  mostly  dri- 
ven by  the  prestige  of  hiring  Morgar 
Stanley,  Goldman  Sachs,  or  Lazarc 

'  ?romng 
oanking 
prestige  of 
xanley  in  M&A 

Freres,"  says  a  former  Merrill  banker 
Men-ill  banker-s  privately  acknowledge 
this  point,  but  not  for  the  record.  Ko- 
mansky  insists  he  has  "no  inferiority  com- 
plex about  our  position  in  the  market.' 
But  he  does  admit  he  is  not  satisfiec 
with  where  MemU  is  today  in  M&A:  "We 
want  to  have  the  respect  and  stature 
and  ability  in  the  advisory  practices  thai 
we  have  in  the  other  businesses  we're 
in."  In  a  business  in  which  the  rise  or  fal 
of  fii-ms  is  often  measui-ed  in  decades 
that  could  still  take  a  while.  But  it  woule 
be  a  mistake  to  bet  against  Wall  Street's 
most  determined  bull. 

By  Leah  Nathans  Spiro  in  New  Yart 
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1  Gigabyte 
Hard  Drive 

(Perjectjor  c  on  t  a  i  n  i  n  g  j  o  u  r  12-hour  workdajs) 


120  MHz  Pentium 
Processor 

(Perject  jor  j  ly  irijj  through  every  application) 


Under  $1,700 

(Perjectjor  making  accounting  happy) 


The  joke  in  the  computer  business  generally  goes  something  like  this:  performance, 

a: 

^^r..-  .,\v.-<^J>,v      quality,  atfordability  —  pick  any  two.  Well,  it  seems  Compaq  has  rendered  that  little 

witticism  a  bit  obsolete.  Our  Compaq  F'roLinea  models,  which  start  under  Si, 325,'  offer  Pentium'  technology 
to  run  Windows*95,  the  speed  of  PCI  bus  architecture,  and  a  variety  f)f  unique  serviceability  features. 
Which  means  now,  thmgs  sound  a  bit  more  like  this:  performance,  quality,  and  aflordability  —  pick  three. 
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MUTUAL  FUNDS 


WHO  LEAKED  FIDELITY'S 
TRADING  SECRETS? 

The  answer  may  help  explain  Daniel  Frank's  departure 


A mystery  has  the  mutual-fund  world 
buzzing:  Why  did  Daniel  R.  Frank 
suddenly  leave  Fidelity  Invest- 
ments? On  Mar.  12,  the  veteran  fund 
manager  "resigned  to  pursue  other  op- 
portunities," according  to  a  company 
statement.  The  move  was  suipiising  be- 
cause Frank  was  known  as  a  loyal 
workhorse  with  an  excellent 
track  record  running  the  $600 
million  Advisor  Strategic  Op- 
jjoilunities  Fund,  which  he  had 
headed  since  1984. 

Fonner  employees  of  Fideli- 
ty say  Frank  was  forced 
to  leave  after  a  security  crack- 
down identified  him  as  the 
alleged  source  of  a  leak  of  top- 
secret  company  documents — 
ti-ading  records  of  the  $55  bil- 
hon  F'idelity  Magellan  fund. 
Publication  of  the  data  has  led 
to  lawsuits  against  the  company 
by  shai'eholdei's  of  Micron  Tech- 
nology Inc.,  who  claim  Magellan  manag- 
er .Jeffi'ey  N.  Vinik  manipulated  the  stock 
by  pi'aising  it  in  press  interviews  at  the 
same  time  he  was  unloading  it  fi'om  his 
fund.  Frank  declined  to  comment.  And 
Fidelity  declined  to  comment  on  the  cir- 
cumstances suiTounding  Ms  departure, 
citing  the  company's  concern  for  em- 
ployee privacy. 

Those  sources  say  Fidelity  pulled  no 


punches  trying  to  uncover  the  origin  of 
last  fall's  leak.  After  Magellan  trading 
data  appeared  in  The  Washington  Post 
on  Dec.  1,  Fidelity  security  and  com- 
pliance personnel  began  reviewing 
phone  and  fax  records  and  studying 
computer  usage  to  see  if  they  could 
identify  who  leaked  the  infoiTnation. 

HOT 

PROPERH 

Frank's 
reputation 
has  been 
"excellent," 
and  top 
firms  are 
courting 
him,  says  a 
headhunter 


Fidelity  s|>(>k('s\v()iiiaii  .Jane  Jamieson 
declined  to  discuss  the  .specific  practices 
to  ensure  security  but  left  no  doubt 
that  the  company  works  hai'd  to  prevent 
the  public  disclosure  of  such  sensitive 
documents  as  trading  I'ecords.  "Because 
of  our  fiduciai-y  obligations  and  regula- 
tory requirements  it's  necessary  for  us 
to  maintain  a  certain  level  of  oversight 
of  our  investment  activities,  and  this 


occurs  at  an  individual  level,  the 
level,  and  the  complex  level,"  she  says 
"In  all  situations,  we  respect  the  pri 
vacy  of  our  employees." 

Inside  Fidelity,  "everyone's  wondering 
who's  looking  over  their  shoulder,"  says 
a  former  staffer.  Fund  managers  hav( 
since  been  barred  from  talking  aboul 
individual  stocks  vdth  the  press,  anc 
the  fiirn  has  stopped  the  widespread  in 
temal  circulation  of  so-called  daily  nighl 
sheets,  which  detailed  each  fund'; 
trades.  Fidelity  says  it  did  so  for  secu] 
rity  reasons. 

MORE  CONTROVERSY.  After  Frank's  res 
ignation,  most  Fidelity  watchers  specu 
lated  that  he  left  the  ftnn  in  the  wake  o 
an  unrelated  controversy:  his  fund's  in 
vestment  in  I-Stat  Corp., 
tiny  medical  instrument  com 
pany  that  was  among  his  to] 
holdings.  Frank  had  made  : 
personal  donation  of  $5,000  t 
one  Boston  hospital  so  it  coul( 
buy  an  I-Stat  product,  a  hand 
held  blood  analyzer,  and  lob 
bied  other  hospitals  to  buy  i 
as   well.   Fidelity  defendei 
Frank,  saying  there  was  n( 
conflict  of  interest  in  his  ac 
tions  related  to  I-Stat.  I-Sta 
recently  acknowledged  it  is  thi 
subject  of  a  Securities  &  Ex 
change  Commission  inquirj 
into  its  accounting  practices,  but  then 
are  no  indications  of  a  connection  be 
tween  P^'rank  and  the  probe. 

Despite  questions  suiTounding  his  de 
parture  ft'om  Fidehty,  Frank  is  still 
hot  property.  "He  has  an  excellent  rep 
utation  in  the  business,"  says  one  head 
hunter,  "and  he's  being  courted  by  sev 
eral  top  fimis." 

By  Geoffrey  Smith  in  Bosto 


MUTUAL  FUNDS 

LOADING  UP 
ON  NO-LOADS 

American  Express  launches 
13  funds  a  la  Schwab 

With  6,000  or  so  mutual  funds  out 
there,  about  the  last  thing  the 
II.  S.  needs  is  more  funds.  But 
American  Express  Co.  doesn't  see  it 
that  way.  On  May  15,  the  financial  ser- 
vices giant  launched  the  Strategist  fam- 
ily of  13  no-load  funds. 

This  is  no  startup.  These  funds  come 
with  track  records — some  of  15  years  or 
moi'e — since  all  but  the  money-market 


ftmd  are  really  ids  mutual  ftmds  repack- 
aged under  a  new  name.  The  ids  flmds, 
managed  by  American  Expi'ess  Financial 
Advisoi's,  are  sold  with  a  load  by  finan- 
cial planners.  These  Strategist  fimds  will 
have  the  same  portfolios  but  will  be  sold 
dii'ect  to  investors  without  sales  chai'ges. 
CONSOLIDATING.  The  move  into  no-load 
funds  is  a  key  piece  of  a  larger  pro- 
gTam  called  American  Express  Financial 
Direct,  which  aims  to  integi'ate  mutual 
funds,  discount  brokerage,  financial  ad- 
vice, mortgage,  and  credit  services  un- 
der one  account.  "People  want  to  con- 
solidate all  their  activity  on  one 
statement,"  says  William  -J.  Heron,  pres- 
ident of  Financial  Direct. 

AmEx  borrowed  the  fund  network 
idea  from  Charles  Schwab  &  Co.  Be- 
sides its  own  funds,  it  offers  nearly  60 
no-loads  managed  by  Founders,  IN- 


VESCO,  and  SteinRoe — and  plans  to  ad( 
more  nonproprietary  ftmds  later  on. 

AmEx's  new  plan  is  an  "interestinj 
development,"  says  Kurt  Cei-ulh,  who& 
Cerulli  Associates  Inc.  performs  con 
suiting  work  for  financial  services  com 
panies.  "They're  starting  with  a  provei 
ftmd-management  company,  and  addin| 
the  outside  ftmds  gives  them  credibility,' 
he  says.  "But  how  well  it  does  will  dels 
pend  on  marketing." 

AmEx  is  no  slouch  at  marketing.  If  i 
can  figm-e  out  a  way  to  award  fi-equent 
flier  miles  to  investors  as  it  does  ti 
charge-card  users.  Financial  Direc 
should  be  a  hit.  Wouldn't  it  be  nice  t< 
roll  over  your  IRA  and  eam  a  pair  o 
tickets  to  Hawaii?  Says  Norma  J 
Arnold,  senior  vice-president  of  Finan 
cial  Direct:  "We're  thinking  about  it." 
By  Jeffrey  M.  Ladermmi  in  New  York 
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JEEP  GRAND  C 
ON  A  PEDE 

WHAT'S  NEW 


TOTAL  QUALITY  AWARD  FOR  BEST  OWNERSHIP  EXPERIENCE. 


The  new  1996  Jeep  Grand  Cherokee  is  find- 
ig  itself  on  top  of  as  many  trophies  as  mountain 
eaks.  Recently,  it  was  recognized  as  being 
umber  one  for  "Best  Ownership  Experience"  in 
le  mid-size  sport  utility  category  on  Strategic 
isions  '  Total  Quality  Index. 

What  makes  this  victory  even  sweeter  is  that 
was  determined  by  the  experiences  of  actual 
ehicle  owners.  At  least  35,000  owners  of  over 
00  nameplates  to  be  exact.  Jeep  Grand  Cherokee 
wners  rated  their  vehicles  on  areas  such  as 


craftsmanship,  ride  and  handling,  safety,  luxury, 
ease,  convenience,  and  dealership  experience. 
What's  more.  Grand  Cherokee  beat  all  other 
surveyed  vehicles  in  its  category. 

If  you're  interested  in  joining  a  group  of 
very  satisfied  Jeep  Grand  Cherokee  owners,  call 
1-800-925-JEEP  or  see  your  local  dealer. 


Jeep 


rategic  Vision's'"'  survey  of  Oct. -Nov.  '95  buyers'  responses,  indicatmg  positive  and  negative  e.xperience 
wa\s  wear  your  seat  belt.  Jeep  is  a  registered  trademark  of  Chrysler  Ceirporation. 
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THERE'S  Only  One 

luring  ihc  first  90  days  of  ownership 


Inside  Wall  Street 


BY  GENE  G.  MARCIAL 

IRATE  AT  A  MISERLY 
STUDENT  LOAN 

A shareholder  revolt  is  brewing  at 
Citicorp's  80%-owned  subsidiary, 
Student  Loan  (STU),  the  nation's  No.l 
such  lender.  Several  big  stockholders 
blame  managers  and  the  company's 
Citicorp-controlled  board  for  the  lack- 
luster performance  of  Student  Loan's 
shares,  now  trading  on  the  Big  Board 
at  35,  down  from  41  in  early  March. 

They're  pressing  management  and 
the  board  to  use  Student  Loan's  huge 
cash  hoard  to  buy  back  a  big  chunk 

A  BUYBACK  MAY  HIKE  SHARES 


STUDENT  LOAN 

EARNINGS 

STOCK  PRICE 

1997  Est. 

WEEKLY  CLOSE  L 

$3.80 

1996  Est. 

$3.45 

1995 

$3.03 

1994 

$2.74 

1993 

$3.23 

MAY  14  ,'96 


DEC,  1,  '95 
ADOLLARS 

DATA:  BLOOMBERG  f  INANCiAL  MARKETS,  FURMAN  SELZ  INC. 

of  shares  to  enhance  earnings  and 
boost  the  price.  So  far,  the  company 
has  ignored  their  pleas.  But  the  dissi- 
dents are  adamant:  "We  will  continue 
to  urge  management  to  do  something 
for  shareholders,"  says  Rick  Conrad, 
a  partner  at  Lincluden  Management, 
a  "Toronto  investment  house  that  owns 
more  than  800,000  shares. 

He  says  Student  Loan,  which  lends 
through  Citibank  and  financial-aid  ad- 
ministrators at  colleges  and  universi- 
ties, is  "underleveraged  and  overcapi- 
talized." Conrad  argues  it  "should 
deploy  its  excess  capital  more  effec- 
tively to  enhance  shareholder  value." 
Conrad  recalls  that  investors  helped 
Citicorp  in  December,  1992,  when  it 
needed  them  to  buy  shares  in  Student 
Loan  after  20%  of  the  unit  was  sold  by 
the  bank  to  raise  capital.  Since  then,  he 
says,  Citicorp  has  taken  steps  to  en- 
hance its  own  stock,  including  shares 
buyback. 

"We're  being  treated  like  second- 
class  shareholders,"  says  Alex  Porter, 
managing  partner  of  Porter  Felleman, 
one  of  the  71  institutions  that  own 
shares.  Porter,  who  is  a  board  member 


of  Student  Loan  Marketing  Assn.,  says 
Sallie  Mae  has  repurchased  20  million 
shares  over  the  past  two  years. 

"Student  Loan  holds  an  unnecessar- 
ily high  level  of  capital,"  notes  analyst 
Les  Nelkin  of  Furman  Selz.  "The  ratio 
of  capital  to  assets  is  about  5%,  com- 
pared with  2.1%  at  Sallie  Mae,  the 
largest  purchaser  of  student  loans  in 
the  secondary  market,"  he  says.  If  Stu- 
dent Loan  reduced  this  ratio  to  3% — 
which  he  thinks  is  a  figure  acceptable 
to  rating  agencies,  particularly  because 
well-capitalized  Citicorp  is  its  parent — 
it  could  release  about  $117  million  from 
its  capital  base.  "That  would  be  enough 
to  repurchase  2.7  million  shares  at  45." 
Since  there  are  only  4  million  shares  in 
pubhc  hands,  with  Citicorp  owning  the 
other  16  million,  the  repurchase  would 
result,  he  figures,  in  1996  per-share 
earnings  of  $3.75  vs.  his  cuiTent  esti- 
mate of  $3.35. 

Nelkin  says  the  stock  is  worth  50. 
But  if  the  company  were  to  deploy  its 
excess  capital  more  efficiently,  he  says, 
"the  upside  for  the  stock  will  be 
greater."  The  company  didn't  return  a 
call  for  comment. 

ALL  THIS  AND  FREE 
TUPPERWARE.  TOO 

Buy  one,  take  two?  Such  a  deal  is  in 
the  offiing,  say  some  pros,  fi'om  Pre- 
mark  International  (pmi),  which  will 
soon  spin  off  its  profitable  Tuppei-ware 
division.  Now  at  56,  shares  of  Premark, 
a  diversified  maker  of  consumer  prod- 
ucts with  sales  of  $3.6  billion,  have 
been  inching  up  as  more  investors  be- 
gin to  recognize  that,  after  the  split, 
Tupperware  alone  could  fetch  50. 

So  figures  analyst  Peter  Doyle  of 
The  Spin-Off  Calendar,  which  is  a 
newsletter  He  estimates  that  Tupper- 
ware will  earn  $2.80  a  share  this  year 
as  a  stand-alone  company,  with  sales  of 
$1.4  biUion.  He  thinks  Tuppei-ware  will 
command  a  p-e  of  at  least  18. 

As  for  the  "new"  Premark,  sales  will 
total  $2.3  billion  when  split  from  Tup- 
perware, with  estimated  earnings  of 
$1.40  a  share,  figures  Doyle.  Premark 
should  then  trade  at  a  p-e  of  13,  or  a 
value  of  around  18  a  share. 

David  Boczar  of  Value  Investing 
Partners,  expects  the  spin-off  to  be  an- 
nounced in  late  May  or  early  June. 
Premark's  goal  over  the  next  two 
years,  he  says,  is  to  increase  operating 
margins  to  10%.  Its  domestic  food 
equipment  and  appliance  units  have 


such  margins,  he  notes.  But  Premark's 
flooring,  tile,  and  exercise-equipment 
businesses  are  lagging  behind.  With 
the  spin-off,  Premark  should  be  able 
to  focus  more  on  these  units. 


WRITING  AN  Rx 
FOR  PROFin 

Initial  public  offerings  are  hot  issues, 
but  secondary  offerings  can  spell 
trouble:  The  stock  usually  tumbles.  Not 
so  with  ProxyMed  (pill),  an  infonna- 
tion-teclinology  company,  which  made  a 
secondary  offering  on  May  8  of  2  mil- 
hon  shares  at  6/4.  The  stock  shot  up  to 
8  that  very  day  and  is  now  at  10. 

What's  going  on?  For  staiters,  figure 
on  online  services  from  your  doctor, 
such  as  filling  pi'escriptions  at  the  local 
drugstore.  ProxyMed  has  developed 
ProxyScript,  a  proprietary  doctor-based 
pharmacy-management  software  that 
originates,  reviews,  and  sends  pre- 
scriptions to  pharmacies  participating  in 
ProxyMed's  communications  network, 
called  ProxyNet.  ProxyScript  auto- 
matically checks  against  the  patient's 
medical  history  and  drug  profile  for  al- 
lergies and  diTig  reactions,  says  Chair- 
man Harold  Blue. 

Blue  says  the  goal  is  to  have  a  na- 
tional network 

that  links  the  HlfiH  ON  A  MEW 
health-care  payer,    DRUGSTORE  LINK 

the  doctor  or 
health-care  pro- 
vider, and  the 
pharmacy. 

The  company 
has  signed  an 
agreement  with 
Bergen  Brunswig 
to  market  Proxy- 
Med's prescription 
software  in  the 
U.  S.  Bergen,  the 
nation's  largest 
supplier  of  phar- 
maceuticals to 
managed-care  organizations,  paid  a  $1 
million  fee  and  bought  100,000  shares 
of  stock.  ProxyMed  has  also  signed 
agreements  with  Eli  Lilly  and  Blue 
Cross  &  Blue  Shield  of  Massachusetts. 

Analyst  Ed  Vanacore  of  Common- 
wealth Associates,  which  underwrote 
the  second  offering,  foresees  sales  of 
$4.5  million  for  1996  and  a  loss  of  330. 
In  1997,  the  loss  should  drop  to  40  on 
sales  of  $15  million.  In  1998,  Vanacore 
sees  ProxyMed  in  the  black,  at  650  a 
share  on  sales  of  $32  million. 
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Imowivemnancing  For  A 
Commercial  Real  Estate  Comrw^ 


(OnceAgairij  We  Broke  New  Ground) 


ir  client  had  the  hciicjit  o/  a 
jm  of  specialists  in  commercial 
2I  estate  and  risk  management. 


In  order  to  purchase  an  office  building,  a  nationwide  real  estate  company  needed  to  min- 
imize borrowing  costs.  Our  knowledge  of  risk  management  enabled  us  to  structure  a  deal 
that  not  only  lowered  the  immediate  borrowing  costs,  but  hedged  some  of  our  client  s 
interest-rate  risk.  Again  proving  our  ability  to  m 
unearth  creative  solutions  to  difficult  problems.     %J M 


Bank  of  America 


IF  you  develop  ■  ■■•■■IrlH  technology, 

you're  sure  to  have  the  kinds  of  problems  that  only 
NSTL  testing  can  help  you  solve. 

Solutions  that  will  help  you  to  lower  technical  support 
costs,  avoid  unexpected  incompatibilities  and  unfulfilled 
expectations  and  achieve  and/or  confirm  higher  levels  of 
graphic  and  audio  performance. 


In  other  words,  NSTL's  independent  testing 
helps  you  to  repeal  Murphy's  Law. 


So,  if  you  want  to  improve  your  market- 
ing, enhance  your  product  designs, 
sharpen  your  compefitive  ecige. .  .and 
make  sure  your  products  do,  in  fact, 
live  up  to  all  your  advertising  claims. . . 
and  all  your  customers'  expectations 
...come  to  NSTL. 


THE  LATEST  METHODOLOGIES 
THE  SAVVIEST  ENGINEERS 


Our  state-of-the-art  multimedia  testtng  laboratory  -  one 
of  18  controlled-access  labs  -  is  dedicated  to  testing  func- 
tionality, compatibility,  performance,  and  usability  across 
multiple  platforms.  In  fact,  no  mulfimedia  test  suite  is  as 
comprehensive  as  ours.  And  our  street-savvy  testing  en- 
gineers know  how  to  find  problems  you  never  knew  you 
had. .  .before  your  customers  find  them. 

CUSTOMIZED  TESTING  WITH 
PLUG-IN,  PLUG-OUT  EASE 

We  have  Macs,  all  of  the  popular  desktop  PCs,  mulfimedia 
notebooks,  2x  to  8x  internal  and  external  CD-ROM  drives, 
VESA  and  PCI  video,  SCSI,  IDE  and  PCMCIA  controllers, 
MPEG,  and  a  Brobdingnagian  library  of  CD-ROM  titles. 


So,  we  can  test  at  any  stage  of  product  develop- 
ment on  dozens  of  configurations  with  plug-in, 
plug-out  ease.  And  world-class  accuracy  and  relia- 
bility. Quickly.  Hassle  free. 

That's  because  at  NSTL  everything  is  up  and  run- 
ning. Ready  to  be  configured  to  duplicate  your 
environment  and  solve  your  problems.  At  a 
moment's  notice. 

"NSTL  can  test  our  [multimedia] 
programs  on  very  short  notice  and  with 
quick  turnaround.  And  they've 
uncovered  problems  that  ive  didn't 
catch  after  our  own  inhouse  testing. 
Their  understanding  of  multimedia 
technology  and  the  end-user  market 
have  helped  us  deliver  stronger  bug- 
free  programs."  David  Harmon, 
Manager  of  Technology  and 
Development  Support,  Dis- 
covery Channel  Multimedia. 

Now  it's  your  turn... 
Build  customer  confidence.  Sharpen  your 
competitive  edge.  Let  customers  know  that  your 
products  have  passed  rigorous,  independent  tests 
that  verify  their  "as  advertised"  compatibility  and 
functionality. 

CALL  1-800-220-NSTL  to  request 
our  brochure  or  a  proposal  detailing  the  scope,  pricing, 
and  scheduling  of  confidential  product  testing  services, 
and/or  to  arrange  a  tour  of  our  laboratories. 

Do  it  right  now  and  we'll  send  you 
a  FREE  copy  of  the  PC  Digest  issue 
on  multimedia  notebooks. 
No  risk.  No  obligation. 


NATIONAL  SOFTWARE  TESTING  LA30RAT0RIES 

A  Unit  of  Datapro  Information  Services  Group 
A  Division  of  The  McGraw-Hill  Companies 
625  Ridge  Pike,  Building  D,  Conshohocken,  Pennsylvania  19428    610-941-9600    FAX:  610-941-9952 
e-niail  infoUi  nsticom     World  Wide  Web  http://www.nstl.com 
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In  today's  complex  economic 
environment,  and  with  political 
oncertainty  in  many  parts  of 
the  world. ..making  intelligent 
investment  decisions  is  not  easy. 
Nothing  tells  a  company's  'story' 
better  than  their  annual  report. 
The  following  companies  in  this 
BUSINESS  WEEK  Annual  Report 
Directory  are  leaders  in  their 
respective  industries.  Each  has 
an  exciting  story  to  tell  potential 
investors. 

BUSINESS  WEEK'S  reader  service 
card  in  the  Directory  enables  you 
to  choose  which  annual  reports 
you  would  like  to  receive.  Simply 
circle  the  corresponding  numbers 
on  the  reply  card  and  mail  it 
back.  You  will  receive  the  annual 
reports  selected...  free  of  charge! 


UtiliCorp  United 


(NYSE:  UCU)  In  1V95  UtiliCotp  launched 
EnergyOne'",  the  first  national  brand  of  electric 
and  gas  products  and  services.  It  also  acquired 
49.9%  of  United  Energy,  an  Australian  electric 
utility.  With  sales  of  $2.8  billion,  UtiliCorp  mar- 
kets energy  nationally  in  the  U.S.,  operates  utili- 
ties in  eight  states  and  Bntish  Columbia,  and  has 
loint  ventures  in  the  United  Kingdom,  New/ 
Zealand  and  Jamaica. 
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1  American  Precision  Industries  | 

American  Precision  Industries,  (NYSE:APR),  is  a 
technology-based  diversified  manufacturer  of 
high-end  Motion  Control,  Inductor  and  fteat 
Transfer  Products. 

1995  over  1994  sales  up  by  27%,  earnings  up 
by  38%,  1 995  stock  price  appreciation  44%. 

Through  strategic  acquisition,  alliances  and  new 
product  introductions,  the  company  strives  for 
aggressive  growth  and  increase  in  shareholder 
value. 


■ 
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1  Cable  Design  te<hnologies  | 

Cable  Design  Technologies  Corpomtion  (CDT)  is  a 
leading  designer  and  manufacturer  of  technologi- 
folly  advanced  electronic  data  transmission 
cables  for  network,  computer  interconnect,  and 
automation,  sound  &  safety  applications, 
telecommunication  cables,  and  network  struc- 
tured wiring  systems.  In  fiscal  1995,  earnings 
climbed  39%,  sales  rose  30%  to  $188.9 
and  the  stock  price  opprecioted  70%. 


E 
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1  Diagnostic  Products  Corpora 

tion 

DPC  is  the  world's  leading  independent  manufac- 
turer of  immunodiagnostic  kits  and  related  instru- 
mentation. Representing  state-of-the-art  technolo- 
gy derived  from  immunology  and  molecular  biolo- 
gy, these  kits  can  measure  hormones,  drugs  and 
other  medically  important  substances  present  in 
body  fluids  and  tissues  at  infinitesimal  concentra- 
tions. In  the  ten  years  ended  in  1  995,  soles 
increased  ot  a  compounded  growth  rate  of  21%, 
to  $160  million.  Net  income  increased  at  a  com- 
pounded growth  rote  of  1 6%  to  $24  million. 


Sears,  Roebuck  and  Co. 

1^^^ 

Sears,  Roebuck  and  Co.  became  a  stand-alone 
retailer  in  1995,  after  divesting  its  insurance  and 
real  estate  subsidianes.  Retail  profits  rose  nearly 
20  percent  to  surpass  $1  billion  for  the  first  time, 
and  the  company  delivered  a  total  return  to  share- 
holders of  70  percent.  Through  its  netvi/ork  of 
more  than  800  full-line  department  stores  and 

1  '^nn  nrf-thp-nin    <LtnrPC  ^pnrc  nrn\/inP';  nnnnrp 
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home  and  automotive  products  and  related  services 
to  more  than  50  million  households,  and  is  the 
nation's  number  one  credit  provider  among  retailers. 
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NOVA 


Freeport-McMoRan  Copper  &  Gold 


Freepoft-McMoRan  Copper  &  Gold  Inc.  (FCX)  is 
engaged  in  the  exploration  for  ond  development, 
mining  and  milling  of  copper,  gold  and  silver  in 
Irian  Jayo,  Indonesia  and  the  smelting  and  refin- 
ing of  copper  concentrates  in  Spain.  Its 
Indonesian  operations  make  the  company  one  of 
the  world's  lorgest  and  lowest  cost  copper  and 
gold  producers.  Future  expansion  activities  are 
being  studied. 


Callaway  Golf  Company 


GOLF  ^ 


Callaway  Golf  Company,  through  the  use  of 
technology,  strives  to  design  and  manufacture 
premium,  innovative  golf  clubs  that  are  demon- 
strably superior  to,  and  pleasingly  different 
from,  its  competition.  Superior  product  perfor- 
mance and  effective  marketing  hove  helped  to 
establish  Callaway  Golf  Company  as  a  world- 
wide leader  in  the  golf  club  industry. 

Ticker:  NYSE:FLY 

Web  Site  Address:  www.callawaygolf.com 


TriMas  Corporation 

THMas  CorporsCton 

TriMas  Corporahon,  a  leading  diversified  manu- 
lacfurer  of  proprietary  products  for  commercial, 
industrial  and  consumer  niche  markets,  record- 
ed Another  Record  Year  in  1  995.  During  the 
year,  TriMas  conhnued  the  successful  execution 
of  its  proven  strategies  for  growth  and  achieved 
record  sales,  operating  earnings,  cash  flow  and 
'ornings  per  share. 

lend  for  our  Annual  Report  to  leorn  why  we 
believe  1 996  will  be  Another  Record  Year. 

Perfopmance 
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Corporation  is  a  growing  force  in  Nortf 
American  natural  gas  services  and  petrochemi 
cals.  NOVA  owns  one  of  North  America's  fostest 
growing  natural  gas  pipelines;  33%  of  NGC 
Corporation,  a  leader  in  natural  gas  and  gas  liq 
uids;  and  25%  of  Methanex,  the  world's  larges 
methonol  producer. 

NOVA'S  petrochemicals  subsidiary  is  among 
America's  largest  and  lowest-cost  producers  of 
ethylene,  polyethylene  and  polystyrene. 


F  reepor  t-McMoRan 


Freeport-McMoRan  Inc.  (FTX),  through  its  5 
percent-owned  affiliate  Freeport-McMoRo 
Resource  Partners,  Limited  Partnership  (FRP),  is 
one  of  the  world's  lending  integmted  phosphate  ^ 
fertilizer  producers.  FTX,  through  FRP,  is  a  joint 
venture  portner  in  IMC-Agrico  Company, 
world's  largest  and  one  of  the  world's  lowest 
cost  producers,  marketers  and  distributors  of 
phosphate  fertilizers. 


Ceridian 


CERIDIAN 


The  information  services  arena  is  a  great  place 
to  be,  and  Ceridian  is  growing  rapidly  as  it  pro- 
vides outsourcing  and  other  services  to  the 
human  resources,  media,  tmnsportation,  gaming 
and  government  markets.  Ceridian's  focus  is  on 
continued  strong  revenue  and  earnings  growth, 
rapid  utilization  of  its  large  NOL  and  additional 
acquisitions,  (http://www.ceridian.com) 


MascoTech,  Inc. 


MascoTech,  Inc.  is  recognized  as  o  wodd-class  suppli- 
er of  metal-formed  components,  subassemblies  and 
assemblies  to  the  transportotion  industry. 

Our  proprietary  technologies,  design  and  engineering 
expertise  and  unique  manufacturing  capabilities  have 
established  us  cs  a  product  and  service  leader  with 
automotive  onginal  equipment  manufacturers  and 
other  suppliers. 

Send  for  our  1 995  annual  report  for  details  on  indus- 
try trends  that  are  favorably  impacting  MascoTech. 


Itek 
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Norfolk  Southern  Corporation 


Fasf-grawing  Zoltek  is  making  the  future  happen- 
in  driving  down  prices  and  opening  new  applica- 
tions for  carbon  fibers.  The  company  is  targeting 
massive  opportunities  for  carbon  fiber  as  a  base 
reinforcement  material,  used  in  many  commer- 
cial I  lOducts  (such  as  cars,  trucks  and  shipping 
containers)  to  optimize  strength,  weight,  stiff- 
ness, and  cost. 


TIC 

Cytec  Industries  Inc.  is  a  vertically  integrated, 
specioltY  chemicals  company  that  serves  a  wide 
range  of  industnes,  including  water  treatment, 
paper,  chemical  and  polymer  processing,  coat- 
ings, plastics,  minemi  processing,  oil  drilling  and 
recovery,  aerospace,  textile,  and  automotive.  The 
Company's  primary  strategic  focus  is  on  value- 
added  specialty  chemicals  and  specialty  materi- 
als, a  significant  portion  of  which  utilize  key 
intermediates  manufactured  by  Cytec. 


■ 

■ 
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EInc.  1 

BCE  Inc.  is  Canada's  largest  telecommunications 
company.  Its  subsidiaries  and  associated  companies, 
including  Bell  Canada,  provide  telecommunications 
services  to  some  70  per  cent  of  the  Canadian  popu- 
lation. Subsidiary  Nortel  is  o  world  leader  in  the  pro- 
vision of  digital  networks,  while  BCE  Mobile  provides 
cellular  and  paging  services.  Bell  Canada 
International  manages  some  $2.1  billion  in  interna- 
tional investments.  Tele-Direct  companies  provide 
directory  services  in  Canada  and  overseas.  BCE  has 
the  largest  number  of  registered  shareholders  of  any 
Canadian  corporation. 


■ 

>M  International,  Inc. 

BDM  International,  Inc.  (Nasdaq; 
achieved  record  revenue  of  $890M  in  1995 
(32%  compound  annual  growth  over  five  years), 
sharp  rises  in  net  income  (41%)  and  EPS  (30%), 
and  a  very  successful  IPO.  A  global  information 
technology  company,  BDM  provides  sophisticated 
systems  and  software  solutions,  enterprise  man- 
agement, and  other  computer  and  technology 
services  to  clients  worldwide. 


Norfolk  Southern  Corporation  is  a  holding  compa- 
ny that,  through  subsidianes,  provides  roil  and 
truck  transportation  services  and  owns  naturol 
resource  properties.  Norfolk  Southern's  vision  is 
to  "be  the  safest,  most  customer-focused  and 
successful  transportation  company  in  the  world." 
Five-year  growth  (1995  compared  with  1990) 
saw  income  from  railway  operations  up  34%,  net 
income  up  32%,  earnings  per  share  up  63%, 
return  on  equity  up  40%  and  safety  improvement 
up  63%. 


Minnesota  Power 


Minnesota  Power  operates  regulated  utilities  and 
diverse  unregulated  businesses.  Utilities  provide 
hydro  and  coal-based  electric  power  in  northern 
Minnesota  and  Wisconsin,  water  and  wastewater 
service  in  Flonda  and  the  Carolinas.  Unregulated 
interests  include  ADESA  auto  remarketing,  Florida 
real  estate,  mortgage  guaranty  reinsurance,  coal 
mining  and  a  large  securities  portfolio. 


i 
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1  Pfizer  Inc.  | 

Pfizer  Inc.  is  q  research-based, 
global  health  care  company. 
Our  mission  is  to  discover  and 
develop  innovative,  value- 
added  products  that  improve 
the  quality  of  life  of  people 
around  the  world  and  help 
them  enjoy  longer,  healthier 
and  more  productive  lives.  The 
Company  has  three  business  segments:  health  care  (pre- 
scription pharmaceuticals  and  hospital  products),  animal 
health  and  consumer  health  care.  Our  products  are  avail- 
able in  more  than  1 50  countries.  In  the  1 990's,  Pfizer  has 
launched  a  portfolio  of  new  pharmaceuticals  unsurpassed  in 
the  Company's  history  and  unequaled  in  the  industry  during 
that  period.  This  unprecedented  new-product  activity  is  a 
significant  component  of  the  Company's  rise  to  leadership  in 
the  worldwide  pharmaceutical  industry. 


Sprint  Corporation 

Sprint  Corporation  (NYSE:  FON)  is  a  global  com- 
municotions  company  -  at  the  forefront  in  inte- 
grating long  distance,  local  and  wireless  communi- 
cations services,  and  the  world's  largest  carrier  of 
Internet  traffic.  Spnnt  has  $1 2.8  billion  in  annu- 
al revenues  and  serves  more  than  1 5  million  busi- 
ness and  residential  customers.  Sprint's  com- 
pounded annual  return  to  shareholders  over  a  1 0- 
year  period  through  fourth  quarter  1995,  includ- 
ing dividend  reinvestment,  was  1 7.7  percent. 
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CS  Holding 


BARNES  GROUP  INC. 

BARNES  GROUP  INC.  (NYSE:  B),  a  $600-million 
diversified  international  manufacturer  and  distribu- 
tor of  precision  metal  parts  for  industrial  and 
transportation  markets,  had  the  best  year  in  its 
138-year  history  in  1995.  Based  in  Bristol,  CI,  it 
consists  of  three  businesses  -Associated  Spring, 
Bowman  Distribution,  and  Barnes  Aerospace. 

Contact:  John  F.  Sand,  Jr.,  Director-Public  Affairs 
(860)  583-7070  FAX:  (860)  589-3507 

Atmel  Corporation 

Atmel  Corporotion  manufactures  high  perfor- 
mance non-volatile  memories,  microcontrollers, 
and  logic  devices.  The  differentiated  nature  of 
Atmel's  products  result  in  greater  profit  margins 
and  more  secure  customer  relationships  than 
commodity  semiconductor  manufacturers.  The 
company's  praducts  ore  used  in  telecommunica- 
tions, computer,  networking,  consumer  and  auto- 
motive systems.  Atmel  is  headquartered  in  Son 
Jose,  CA  and  has  manufacturing  facilities  in 
Colorado  Springs,  CO  and  Rousset,  France. 

VMARK  Software,  Inc. 


VMARK  Software,  lnc.,(NASDAQ:  VMRK)  with  its 
headquarters  in  Westboro,  Mass.,  is  a  global 
supplier  of  client/server  software  ond  services.  One 
of  the  Top  50  Software  Companies  in  the  wodd, 
VMARK's  offerings  are  available  in  virtually  all  areas 
of  business,  industry,  and  government.  Its  product 
family  includes  the  UniVerse''  RDBMS  server, 
HyperStor  ',  objectmessaging  middleware,  and 
ObjectStudio  '■,  an  object-oriented  application  devel- 
opment tool  -  all  of  which  are  complemented  by  a 
suite  of  services  including  7-day,  24-hour  customer 
support,  consulting  and  education. 


CS  Holding  is  one  of  the  leading  global  financiair 
services  groups  operating  from  more  than  600 
offices  worldwide  and  offering  a  full  range  of 
financial  praducts  and  services.  It  focuses  inter-] 
nationally  on  commercial  and  investment  bonk- 
ing, derivatives,  private  banking  and  asset  man' 
agement.  In  Switzerland  it  has  a  strong  positioi 
-service  bank  and  also  offers  life  insurance  products.  CS  Holding's 
Group  companies  operate  independently  within  the  overall  Group  strategy.  The*^ 
Graup's  total  assets  ore  Sfr  412.7  billion. 
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JP  Foodservice,  Inc. 


With  $1.2  billion  in  sales,  JP  Foodservice,  Inc.  \f 
one  of  the  largest  and  fastest  growing  distribu- 
tors of  food  and  related  products  to  foodservic£ 
establishments.  JP  has  achieved  superior  mn-m 
ings  and  growth  through  exemplary  service,  higf 
quality  products  and  innovative  marketing  prO' 
grams.  JP's  strategy  includes  targeted  ocquisi' 
tions  to  supplement  its  grawth. 


Princeton  American  Corporation 


mi' 

'X. 

Mv! 


Princeton  Amencan  Corporation  (PELT),  a  smal 
cop  company,  is  fast  realizing  its  growth  goals,  ni 
Princeton  has  two  divisions  -  Commercial  Reaiec: 
Estate,  with  two  office  buildings  on  the  prestigiou!  S'« 
Camelback  business  corridor.  A  new  division 
Personal  Care  Products,  is  built  on  three  strategi( 
acquisitions.  Grawth  of  over  300%  is  projectec  ni,;,, 
for  the  next  several  quarters  in  this  high  profiisa 
multi-billion  dollar  industry.  Find  more  about  ui's^i 
on  the  INTERNET  @  http://www.ssnn.com 


Canadian  National  Railway  Company 
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Canadian  Notional  Railway  Company' 
business  plan  is  based  on  reducing  costs,  i 
ing  service,  and  growing  revenues.  CN  is  Nortf 
America's  sixth  largest  railroad,  based  on  199 
operating  revenues  of  $4.1  billion.  About  W{ 
of  freight  revenues  derive  from  transborder 
domestic  US  traffic,  the  balance  fram  export  an 
Canadian  traffic. 
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IVING  LAURA  ASHLEY 
YANK 

n  Iverson  has  restored  profits  and  refocused  on  the  home 


April,  Sii"  Bemai'd  Ashley  went  to  a 

oith  Carolina  shopping  mall  to  see  a 

rototyi^e  of  an  expanded  Laiu-a  Ash- 

;tore.  As  the  company's  lai'gest  share- 

er  and  co-founder,  Ashley  knows  how 

•ly  the  $512  million  frocks-to-fuiTii- 
business  has  fared  since  his  wife 

ra  died  in  1985.  But  the  store,  with 

ew  focus  on  home  furnish- 

,  was  packed  with  cus- 

?rs.  "I  almost  cried,  it  was 

larvelous,"  he  says. 

shley  credits  a  can-do 

irican  for  reviving  the 

is  of  this  quintessentially 

ish  company.  Since  becom- 

:eo  of  Laui'a  Ashley  Hold- 
PLC  last  July,  Ann  Iver- 

has  replaced  most  of  top 

agement,  cut  the  payi'oll, 

led  costs,  and  unveiled  an 

•essive  expansion  plan  in 

U.  S.  "I'm  the  kind  of  per- 

who  has  a  steamroller  be- 
her  back,"  says  Iverson, 

who  was  recruited  just 

n  shareholders  were  get- 
fed  up.  Now,  the  market's 

auding.  On  Apr.  18,  the 

pany  reported  pretax  in- 

e  of  $15.6  million  for  1995, 

pared  with  a  $46.5  million 

a  yeai-  before.  Since  Iver- 

;  appointment,  Lam-a  Ash- 
stock  has  more  than  dou- 

,  to  around  $3.20. 

ED  LOOK.  Yet  Iverson  is 

far  from  creating  a  pow- 

)use.  In  the  vital  U.  S. 

ket,  where  many 

pany's  locations  are  still 

irsized  and  dowdy-looking, 

e-store  sales  for  the  fu-st 

rter  are  down  3%  from 

same  period  the  year  be- 

.  And  no  one  knows  yet  if  Iverson 

solve  the  biggest  problem:  the  ap- 

il  line,  with  its  signature  floral  prints 

long,  girlish  dresses,  is  deeply  un- 

ionable  in  the  minimalist  1990s.  Says 

t  Barnard,  president  of  Barnard's 

III  Marketing  Report:  "Laui-a  Ashley 

ly  isn't  with-it  anymore." 

/erson,  who  favors  Prada  handbags 


and  Armani  suits  for  herself,  acknowl- 
edges that  the  company's  Victorian  look 
is  dated  but  cites  I'ecent  research  show- 
ing that  the  brand  could  appeal  to 
some  19  milhon  women  in  America  and 
Britain.  She  hopes  the  new  designer 
she  lured  from  Carole  Little,  Basha 
Cohen,  will  help  freshen  the  line  but 


Ann  Iverson 


BACKGROUND  Born  Feb.  25,  1944,  in  Michigan. 
Attended  University  of  Arizona  but  dropped  out  to  join 
Bullock  Department  Stores  as  an  executive  trainee. 

FORMER  POSTS  Has  held  various  retailing  jobs,  includ- 
ing stints  as  CEO  of  Storehouse's  Mothercare  unit  and 
Melville's  Kay-Bee  Toy  &  Hobby  Shops. 

CURRENT  POST  Became  CEO  at  Laura  Ashley,  where 
she  was  an  outside  director,  last  July.  Cut  a  compensation 
of"^the    Package  that  could  total  $5.2  million  over  three  years. 

GROWTH  PLAN  Replaced  most  of  management, 
brought  in  a  new  design  team,  and  is  building  more  and 
bigger  stores,  especially  in  the  U.S. 

DATA  COMPANY  REPORTS,  BUSINESSWEEK 


still  keep  the  flowing,  romantic  look. 

More  important,  she's  betting  that 
home  fLirnishings  will  boost  sales.  The 
company's  wallpaper,  bedspreads,  linens, 
and  ciutains  have  proven  much  more  re- 
sistant to  fashion's  wliims  than  its  frocks 
have.  So,  to  better  display  Laura  Ash- 
ley's wade  range,  Iverson  is  expanding 
the  size  of  the  stores.  The  7,200-square- 


foot  prototype  in  North  Carolina,  foi-  in- 
stance, replaced  a  2,500-squai'e-foot  cloth- 
ing-only store.  By  decade's  end,  Iverson 
wants  65%  of  revenues  to  come  from 
home  fiuTiishings,  up  fi'om  50%  now. 

Iverson  is  a  hands-on  manager  Re- 
cently, she  consulted  with  handymen  on 
replacing  a  Hght  in  her  office,  answered 
her  ovm  phone,  and  even  made  tea  foi-  a 
visitor  Her  tight  giip  extends  to  dis- 
cussions of  what  kind  of  wood  flooring 
should  be  used  in  the  stores.  To  save 
expenses,  she  moved  headquaiters  into  a 
converted  London  bus  depot. 
REAL  TEST.  Iverson  developed  her  tech- 
niques fi'om  years  of  woi'king  at  trou- 
bled companies.  In  the  late  1980s,  she 
hooked  up  with  tmiiaround  artist  David 
Dworkin  in  a  proposed  management  buy- 
out of  Bonwit  Tellei'.  The  chain  was  too 
fai-  gone  to  save,  so  she  ended 
up  following  Dworkin  to 
British  Home  Stores,  a  divi- 
sion of  Storehouse  PLC,  the  re- 
tail empii'e  of  designer  Sir  Ter- 
ence Conran.  Iverson  helped 
boost  its  profits — and  was  re- 
warded with  the  CEO  job  at 
Storehouse's  Mothercare  Ltd. 
chain,  which  sells  maternity 
wear  and  children's  apparel. 
There,  she  introduced  attrac- 
tions such  as  talking  trees  and 
singing  clocks  to  liu'e  tots  and 
their  moms  back  into  the 
stores.  Once  Mothercare  be- 
came profitable,  she  briefly 
joined  Melville  Corp.  in  the 
U.S.  to  run  its  Kay-Bee  Toy 
&  Hobby  Shops. 

She  also  joined  Laura  Ash- 
ley's board,  where  interim 
Chairman  Hugh  Blakeway 
Webb  was  searching  for  a 
new  CEO  after  the  abi-upt  de- 
parture of  Jim  Maxmin,  a  for- 
mer Thom  EMI  PLC  executive. 
"Ann  was  fai'  more  knowledge- 
able about  retailing  than  any 
other  director  or  even  the 
company's  own  management," 
says  Richard  Wakeling,  a 
Laura  Ashley  dii'ector  at  the 
time  when  Iverson  was  voted 
in  as  CEO. 

Iverson's  real  test  comes 
next  year,  when  the  first 
dresses  and  fabrics  from  her  design 
team  hit  stores.  If  buyers  snap  them 
up,  Iverson  profits:  her  pay  could  reach 
$5.2  million  over  three  years  if  she 
meets  performance  targets.  With  the 
stock  moving  up  fast,  investors  are  bet- 
ting big  she  will  earn  her  reward. 

By  Julia  Flynn  in  Londoti,  with 
Christopher  Power  in  New  York 
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BATTLING  YOUR  BROKER? 
TELL  IT  TO  A  MEDIATOR 


When  your  broker 
sold  you  on  that 
limited  partnership, 
he  was  saying  something 
about  20%  annual  returns. 
Now,  you  see  your  $55,000 
has  shrunk  to  $25,000,  and 
naturally,  you're  upset.  In 
fact,  you  think  you  might 
have  a  legitimate  claim 
against  the  broker. 

If  you  feel  like  fighting  for 
your  money,  the  standard  ap- 
proach is  to  hire  a  lawyer 
and  file  a  claim  for  arbitra- 
tion with  the  National  Asso- 
ciation of  Securities  Dealers 
(NASD).  Some  6,000  disgtim- 
tled  investors  and  brokers 
took  this  action  last  year,  and 
most  of  them  ai'e  facing,  on 
average,  a  nine-month  battle 
that  can  get  nasty,  complicat- 
ed, and  expensive. 

Now,  the  NASD  is  pushing 
mediation  as  an  alternative. 
Under  the  new  procedure, 
approved  last  August  by  the 
Securities  &  Exchange  Com- 
mission, the  two  parties  sit 
down  with  a  mediator  Forget 
formal  pleadings  and  wit- 
nesses, and  don't  woiry  about 
discovery.  In  the  anything- 
goes  world  of  mediation,  you 
simply  talk — with  an  expert 
shuttling  between  the  two  of 
you,  ironing  out  the  differ- 
ences. The  process  has  al- 
ready proved  to  be  efficient 
and  quick.  The  nasd  reports 
that  85%  of  its  fii-st  125  cases 
resulted  in  a  settlement, 
mostly  vdthin  a  one-day  ses- 
sion, says  the  nasd's  media- 
tion director,  Kenneth 
Andrichik. 

Mediation  takes  some  get- 
ting used  to.  First  of  all,  you 
don't  get  the  satisfaction  of 
staking  out  your  turf  on  the 
side  of  the  angels  and  vilify- 
irtg  your  opponent,  as  you 
would  in  arbitration.  Instead, 
you  have  to  agree  to  sit 


down  with  this  person  and 
concede  that  perhaps  things 
aren't  as  black  and  white  as 
those  bleak  numbers  on  your 
monthly  statement.  What's 
more,  with  mediation,  you're 
not  likely  to  get  100%  of  your 
claim  or  punitive  damages. 
NO  RECOURSE.  But  in  the 
U.  S.  securities  industry, 
plaintiffs  have  few  choices. 
The  only  alternative  to  me- 
diation is  the  nasd's  binding 
arbitration.  This  is  the  dis- 
pute-resolution method  that 
is  stipulated  in  brokerage- 
account  contracts.  Arbitra- 
tors award  punitive  damages 
in  only  2%  of  cases,  and  once 
their  decision  is  made, 
claimants  have  no  chance  for 
appeal.  "It's  binding — even 
if  the  arbitrator's  dead  wr"ong 
on  the  facts  or  the  law,"  says 
Cliff  Palefsky,  a  San  Fran- 
cisco lawyer  who  is  an 
outspoken  critic  of  mandatory 
binding  arbitration. 

Arbitration  usually  costs 
more.  Though  filing  fees  start 
as  low  as  $125  (and  average 
$450),  claimants  must  also  put 
up  a  minimum  $500  deposit 
for  a  half-day  hearing  ses- 
sion— and  more  if  the  heai-ing 
drags  on  into  the  afternoon. 
Mediation,  by  contrast,  costs 
$150  for  NASD  filing  fees,  plus 


a  minimum  of  four  hours 
with  a  mediator  at  $150  per 
hour.  The  two  sides  often 
agi-ee  to  split  these  expenses. 
But  the  bulk  of  the  cost  for 
both  methods  comes  from 
lawyers'  services,  and  since 
arbitration  is  a  longer,  more 
complicated  proceeding,  the 
legal  bills  mount  much  higher. 

Another  big  drawback  to 
arbitration  is  that  it's  impos- 
sible   to    calculate  your 
chances  of  winning.  With 
mediation,  you  have  some 
control  over  the  out- 
come: If  you  don't  like 
the  settlement  on  the 
table,  you  can  always 
walk  away  and  push 
ahead    with  arbi- 
tration instead. 
"People  are  final- 
ly waking  up  that 
they  can  get  a 
better  result 
without  beating 
each  other  into 
submission,"  says 
Roger    Deitz,  a 
New  York  lav^ny^er 
who  serves  as  a 
part-time  mediator. 

Here's  how  you  go 
about  it.  The  fii'st  step, 
and  jierhaps  the  most  dif- 
ficult one,  is  to  persuade  the 
other  side  to  agi-ee  to  media- 


tion. Tliis  can  be  tough,  sinct 
people  often  fear  that  to  ne 
gotiate  is  to  surrender.  Yoi 
can  remind  your  adversan  f 
that  if  the  mediation  is  unsuc 
cessful,  the  two  of  you  can  al 
ways  resume  the  legal  wai 
Once  you  agi-ee  to  go  fort)  t''^' 
with  mediation,  you  call  om 
of  the  local  nasd  offices  (Nev  ' 
York,  San  Francisco,  Chicago 
Fort  Lauderdale,  Los  Ange  ^ 
les,  Washington)  and  ask  fo 
the  necessary  forms. 

Following  payment 
of  the  $150  fee, 


pa 


Two  Options  for  Settling  Disputes 


COST 
STYLE 

RESULT 

RESOLUTION 
TIME  (AVG.) 


MEDIATION 

$150  filing  fee,  plus  $150/hr.  for  the 
mediator  (4-hr.  min.),  and  lawyer  bills 

Dialogue:  Two  sides  negotiate 
face-to-face  with  assistance  of 
a  trained  mediator 

Agreed  between  parties, 
usually  a  compromise  amount 

A  few  days 


ARBITRATION 

$450  average  filing  fee  plus  lawyer  bills 
that  could  run  thousands  of  dollars 

Confrontation:  Parties  battle  it  out 
in  a  process  similar  to  litigation, 
with  discovery  and  witnesses 

Decreed  by  arbitrator;  can  entail  full 
restitution  and  damages  or  nothing  at  al 

Nine  months 

DATA  NATIONAL  ASSOCIATION  OF  SECURITIES  DEALERS 


t  pie 
ill  IE 
tiull 


rtft: 
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h  sides  receive  a  list  of 
diators,  along  with  short 
^raphies.  Usually,  media- 
3  are  lawyers  who  special- 
in  conflict  resolution  and 
'e  special  nasi)  training. 
;  two  sides  either  choose 
leone  together  or  rank 


James  Henry,  president  of 
the  CPR  Institute  for  Dispute 
Resolution,  a  New  York- 
based  think  tank. 

As  the  mediation  begins, 
the  two  sides,  each  usually  ac- 
companied by  a  lawyer,  pre- 
sent their  cases.  Then,  the  me- 
diator separates  them  for 
what  are  known  as  caucus 
sessions.  Here,  the  paities  can 
speak  more  freely  about  their 
cases  than  they  can  in  the  le- 
gal battlegi'ound  of  arbitra- 
tion. In  these  confi- 


is.  "Sometimes,  the  client  and 
the  attorney  have  pumped 
each  other  up,"  says  Ancbicliik. 
And  sometimes,  there's  sim- 
ply a  communications  glitch 
between  the  investor  and  the 
broker.  Under-  the  mediator's 
guidance,  they  communicate 
better  and  gi-adually  come  to 
teiTTis  with  the  weaknesses  of 
their  own  cases.  Once  they  be- 
gin to  see  this,  theii*  rock-soMd 
positions  often  soften,  and  the 
movement  toward  a  settle- 
ment commences.  In  a  second 
round  of  caucuses,  the  media- 
tor begins  negotiating  by  shut- 


process,  the  two  parties  are 
much  freer  than  in  arbitra- 
tion to  express  their  feelings. 
Mediators  say  customers  of- 
ten feel  better  after  ex- 
pressing anger.  And  a  bro- 
ker can  express  remorse 
without  worrying  that  it  may 
be  perceived  as  an  admission 
of  liability.  Deitz  recalls  one 
case  in  which  a  customer  and 
a  broker  reached  a  mediated 
agr-eement,  and  when  the 
customer  i"eceived  the  check, 
he  proceeded  to  deposit 
the  settlement  back  at  the 
same  fir-m.  "That  doesn't  hap- 


INVESTING 


Mediation  offers 
the  chance  to  reach  a 
settlement  without  the 
expense  of  arbitration 


ir  picks  and  leave  the  final 
dsion  to  the  nasd.  This  se- 
tion  process  can  take  a 
nth  or  two  as  the  nasd  is 
1  putting  together  media- 
lists  acr-oss  the  country, 
nsumer  advocates  stress 
it  the  success  of  mediation 
ges  on  the  mediator  cho- 
1.  Customers  should  inves- 
ate  the  candidates,  calling 
•  references  they  provide 
1  asking  if  the  par-ties 
re  satisfied.  "Make  sure 
^y  have  a  record  of  suc- 
sful    mediation,"  says 


dential  meetings,  the 
mediator  pushes  "reality 
checks."  He  or  she  asks  the 
parties  to  speak  frankly  about 
the  str-ong  points  and  vulnei'- 
abilities  of  their-  case  and  what 
their  chances  of  winning 
would  be  if  they  went  to  ar-bi- 
tration.  And  what,  the  media- 
tor- asks,  ar-e  the  strengths  of 
their-  opponents'  case? 
SOFTENING.  In  discussing  the 
facts  in  tliis  manner-,  the  me- 
diator often  finds  that  the  par-- 
ties  are  ill-informed.  Many 
come  to  the  table  believing 
their  case  is  stronger  than  it 


tling  back  and 
for-th.  Usually,  an 
agreement  is 
reached  within  a 
day.  Under  the 
mediator's  guid- 
ance, the  parties 
put  down  at  least 
the  basics  on  paper 
and  agr-ee  to  come  up 
with  a  definitive  settle- 
ment document  within  a 
number  of  days. 
If  the  two  sides  don't 
reach  an  agr-eement  in  me- 
diation, the  plaintiff  can 
move  toward  binding  arbi- 
tration. But  that  doesn't 
mean  the  opportunity  for 
mediation  is  lost.  Indeed,  as 
parties  pr-oceed  towar'd  arbi- 
tr-ation,  watching  legal  bills 
mount,  they  can  return  to 
mediation  at  any  point  or 
simply  wor'k  out  a  settle- 
ment. Even  wdthout  media- 
tion, about  60%  of  ar-bitr-a- 
tion  filings  are  settled  or 
withdrawn  before  reaching 
the  arbitr-ator-.  Mediation  sim- 
ply offer-s  the  chance  to  push 
a  settlement  ear-lier,  befor-e 
the  two  sides  have  engaged 
in  the  expense,  anxiety,  and 
nastiness  of  a  legal  case. 
During    the  mediation 


pen  every  day,"  Deitz  admits. 

The  nasd  hopes  to  push 
10%  of  the  ar-bitration  load,  or 
6(X)  cases,  into  mediation  with- 
in a  year-.  Tire  effort  began  on 
the  West  Coast,  says  An- 
dr-ichik,  wher-e  consumer-s  are 
mor-e  familiar  with  mediation 
than  they  ar-e  in  other  r-egions. 
Now,  the  gr-oup  is  busy  teach- 
ing and  certifying  mediator-s 
in  the  r-est  of  the  countr-y.  An- 
other soiu-ce  for-  mediators  in- 
dependent of  the  secur-ities 
industr-y  is  the  Amer-ican  Ar- 
bitr-ation  Assn.  (212  484-4000), 
a  nonpr'ofit  group  with  36  of- 
fices nationwide. 

As  customers  and  brokers 
face  off,  they  often  begin 
with  polarized  views.  "Cus- 
tomer's say  the  br-oker's  a 
crook,  and  brokers  say  the 
customer-'s  a  sore  loser,"  says 
Stephen  Diamond,  Maine's  se- 
cur-ities administrator*.  Of 
course,  they  might  not  have 
ever  gotten  to  that  point  if 
they  had  paid  closer  atten- 
tion to  each  other  in  the  first 
place.  But  people  with  dol- 
lar-s  on  their-  mind  are  notori- 
ously bad  listeners.  It's  in 
mediation,  when  they're 
for-ced  to  listen  up,  that  r-eal- 
ity  sets  in.     Stephen  Baker 
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Personal  Businessi 


OLYMPIC  GOLD 
-FOR  COLLECTORS 


When  the  Centennial 
Olympic  Games  com- 
mence in  Atlanta  on 

July  19  with  the  cer- 
emonial lighting  of  the 
Olympic  flame,  more  than  the 
usual  track  and  field,  swim- 
ming, and  basketball  contests 
will  heat  up.  Gatherers  of 
Olympic  memorabilia  will  be 
competing  for  pins,  posters, 
programs,  tickets,  medals, 
and  even  the  torches  used  to 
cany  the  flame. 

Collectors  have  plenty  of 
new  merchandise  to  sift 
through.  Dozens  of  licensees 
are  peddling  items  branded 
with  the  Olympic  rings  and 
the  Atlanta! 996  logo,  from 
Coach  leather  to  U.  S.  coins. 

But  as  with  most  col- 
lectibles created  to  exploit  a 
big-deal  event,  items  pro- 
duced for  the  Atlanta  games 
are  not  likely  to  appreciate 
much  over  time.  "If  you  buy 
things  from  Atlanta,  you'd 
have  to  hold  on  for  100 
years,"  says  Bob  Cohn.  an 
avid  Olympics  memorabilia 
collector  who  is  chaimian  of 
Cohn  &  Wolfe,  a  public  rela- 
tions fii'm  in  Atlanta. 
FOREIGN  TRADE.  Consider 
lapel  pins,  the  most  ubiqui- 
tous items  swapped  at  the 
Olympics.  "There  is  no  sec- 
ondary market  in  pins,"  says 
Bill  Nelson,  a  dealer  who 
sells  thousands  of  .$5  to  $7 
Olympic  pins  by  mail  (800 
868-8484).  Commemorative 
pins  have  been  authorized  by 
the  Olympic  Organizing  Com- 
mittee and  are  in  plentiful 
supply.  They'r-e  sold  in  stores 
and  depict  official  logos  and 
mascots.  Sponsor'  pins  used 
to  promote  coi-porate  names 
and  j)roducts  may  be  harder 
to  find.  They're  given  to  com- 
pany bigwigs,  clients,  em- 
ployees, and  sometimes  con- 
sumers who  request  them. 
The  most  coveted  pins  are 
generally  those  brought  by 


the  athletes  from  each  nation, 
and,  depending  on  the  size  of 
the  country  and  its  team, 
they're  the  scarcest.  "Can 
you  possibly  get  a  pin  ft-om 
the  Gambian  team?"  asks 
Don  Bigsby,  president  of  the 
Olympin  Collector's 
Club  in  Schenectadv, 
N.  Y.  ($10  a  year,  518 
355-()498).  Visitors  who 
run  into  athletes  may 
find  one  willing  to 
trade  a  countiy  pin  foi- 
an  American  piece. 

The  most  sought-af- 
ter items  were  pro- 
duced between  the  fii'st 
modem  Olympics,  held 
in  Athens  in  1896,  and 
the  1936  games  in 
Berlin.  Some  collectors 
also  seek  stuff  made  foi' 
games  that  were  can- 
celed (Berlin,  1916, 
Helsinki.  1940).  A  cen- 
tuiy  ago,  badges  with 
omate  pins  and  ribbons 
were  issued  to  athletes 
and  other  dignitaries. 
Today,  they're  worth  as 
much  as  $2,000,  accord- 
ing to  Malloi/H  Spurt.^ 
Collecfihieti  Value 
Guide  ($17.95,  Wallace- 
Homestead  Book  Co.). 


a  lot.  The  1981  film  Chariots 
of  Fire  added  mystique  to 
the  1924  games  in  Paris,  says 
Harvey  Abrams,  a  dealer  in 
State  College,  Pa.,  who  spe- 
cializes in  Olympic  books  (814 
237-8331).  Posters  from  those 
Paris  games 
can  nm  as  high 
as  $6,000  to  $7,000,  he  says. 
Also  highly  collectible:  official 
reports  prepared  by  the  host 
organizing  committee  detail- 
ing how  the  games  were 


SMART  MONEY 


lanta  games.  Depending  o 
condition  and  year,  most  gol 
medals  bring  $3,000 
$8,000;  silver  and  bronz 
medals,  $2,000  to  $6,000  an 
$1,000  to  $3,000,  respective! 
But  participation  medals  gi; 

en  to  ever  If! 
Olympic  at! 
lele  just  for  taking  part  ar 
also  collectible.  They  can  cos  ^]\\ 
$200  for  one  from  a  recer 
event  to  around  $8,000  fc 
the  extremely  scarce  meda  |er 


I] 


It 


Medals  from  the  Athens  games 

in  1896  or  the  1904  St.  Louis 
games  can  fetch  around  $8,000 

DEALER  INGRID  O'NEIL  WILL  HOLD  AN  AUCTION  IN  ATLANTA 


In  general,  items  from 
more  popular  sports  (track 
and  field,  boxing,  gymnastics) 
are  more  valuable  than  oth- 
ers (fencing,  field  hockey).  A 
program  or  ticket  tied  to  a 
notable  event,  such  as  the 
1980  Lake  Placid  "Miracle  on 
!ce"  hockey  match,  or  an 
item  tagged  to  a  celebrity 
(Jim  Thorpe,  Jesse  Owens, 
Cassius  Clay)  may  be  worth 


planned  and  administered. 

For  most  collectors,  the 
real  prizes  are  the  winners' 
medals.  Ingrid  O'Neil,  a 
prominent  Olympics  dealer 
(404  812-010(3),  expects  a 
first-place  silver  medal  ft'om 
the  1896  Athens  games — gold 
medals,  actually  gold-plated, 
came  later — to  command 
$8,000  to  $10,000  at  an  auc- 
tion she'll  run  during  the  At- 


issued  to  athlete  : 
the  1904  Olympics  |, 
St.  Louis,  held  in  coupam 
junction  with  tJiirity 
World's  Fair.  'tali 
Many  Olympic  tore!  i  fii\i 
es  are  also  rare  arieii;! 
desi]-able.  High  on  d  skei 
ifornia  collector  Joh  h  nr 
Torney's  wish  fist  is  rfei, 
torch  from  the  IQfiinni; 
Winter  Games  in  Squaw  Va  rsea;, 
ley.  Fewer  than  20  were  pr  lyj. 
duced — compared  with  thoitM; 
sands  for  Atlanta — and  a  feiirsv 
burned  up  along  the  waej  i 
Torney  reckons  one  miglWi;, 
bring  more  than  $25,00  es  I 
When  such  highly  covett 
mementos  turn  up,  Olymp! 
collectors  can  set  woriif;, 
records  in  the  i-ace  to  snat( 
them  up.         Edward  Ba  ti 
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ODGING  DANGER  WHILE 
OING  BUSINESS  ABROAD 


e  new  global  econ- 
y  offers  plenty  of 
iwth  opportunities, 
t  there  are  many 

yers,  too.  U.  S.  executives 
e  victims  of  close  to  100 
ent  attacks  in  foreign 
itries  last  year — more 
\  diplomatic  or  military 
^onnel  in  all  U.  S.  em- 
;ies  combined,  according 
he  State  Dept. 
1  fact,  the  number  of 
aeries,  kidnappings, 

other  crimes  against 
i.  businesspeople  has 
1  rising  through  the 
)s  as  exporters  rush 

new  markets  over- 
1.  Most  multinationals 
3  their  own  security 
fs  to  protect  senior 
lagement  traveling  or 
ioned  abroad.  But 
1  these  operations  are 
ng  a  hit.  Security  is 
n  one  of  the  first  divi- 
s  to  go  in  a  coi-porate 
nsizing. 

0  you've  discovered 
can  double  your  busi- 
!  with  a  contract  in, 

Colombia  or  Tunisia 
ine  of  the  former  So- 
republics.  It's  time  to 

the  deal.  Yet  your 
pany  doesn't  have  a 
irity  service,  and  you 
t  afford  to  hire  yom* 

protection.  How  do 
ensui"e  your  safety? 
SHEET.  You  can  start 


The  best  advice:  "Learn 
how  to  blend  in  with  the 
scenery,"  says  Chuck  Vance, 
CEO  of  Vance  International, 
an  Oakton  (Va.)  seciuity  firm. 
A  former  Secret  Service 
agent  assigned  to  Presidents 
Nixon,  Ford,  Carter,  and 
Reagan,  Vance  now  provides 
executive  protection  and  con- 
sulting for  more  than  1,300 
companies  in  50  countries. 
Among  his  clients  ai'e  Revlon, 


er  country.  But  any  business 
officials  can  be  targets  sim- 
ply because  they  look  foreign 
and  rich.  So  leave  the  Rolex 
watch  and  the  corporate  jet 
at  home.  Fly  commercial, 
don't  wear  conspicuous  cloth- 
ing, and  rent  a  car  common 
in  your  locality. 

"Know  before  you  go," 
says  Christopher  Marquet, 
president  of  Ki-oU's  Ti-avel  Se- 
curity Service  in  New  York. 
For  example, 
jeans  are  normal 
business  attire  in  Moscow, 
while  a  suit  would  look  out 
of  place.  If  visiting  Lima, 
Peru,  realize  beforehand  that 
glasses  are  a  sign  of  wealth. 


TRAVEL 


VANCE  INTERNATIONAL  TRAINS  CEOs  TO  PROTECT  THEMSELVES 


HOW  EXECUTIVES  CAN  AVOID  TROUBLE 

STAY  INCONSPICUOUS  No  limos  or  fancy  cars.  Rent  a  car 
common  to  the  country  you  are  visiting.  In  restaurants,  take 
tables  in  the  back  or  away  from  the  window.  Don't  wear  Rolex 
watches,  expensive  jewelry,  or  fancy  suits. 

BE  UNPREDICTABLE  Keep  information  to  yourself  and  your 
business  associates.  Don't  travel  the  same  route  every  day  to 


one  of  the  manv    your  appointments.  Vary  your  routine. 


•ces  of  information  on 
iring  personal  safety 
•seas.  KroU  Associates 
824-7502),  one  of  the 
Id's  largest  corporate- 


BE  ALERT  TO  YOUR  SURROUNDINGS  Arrive  at  airports  as 
close  to  departure  as  possible.  Wait  in  areas  away  from  the  major 
flow  of  people.  Be  vigilant,  especially  when  you  enter  and  leave 
your  hotel.  The  most  common  cover  for  surveillants:  repairmen 
and  street  vendors. 


places  an  executive  will  visit. 
You  can  do  your  own  home- 
work by  calling  the  regional 
security  officer  at  the  U.  S. 
Embassy  in  the  country 
you're  visiting,  or  call  the 
Commerce  Dept.  at  800 
USA-TRAD  for  referrals. 

Once  you've  landed,  stay 
alert.  And  vai-y  your  routine. 
"Think  like  the  terrorist," 
says  Vance.  "If  I  were  going 
to  knock  me  on  the  head, 
where  would  I 
do  it?  When 
would  I  strike?"  That  means 
not  dining  at  the  same  time 
in  the  same  place  every 
evening  or  always  jogging  at 
7  a.m.  Give  out  little  infor- 
mation about  your  travel 
plans.  And  tell  your  staff 
not  to  tell  callers  where 
you  are. 

EASY  EXIT.  Marquet  ad- 
vises execs  to  stay  in  in- 
ternationally known  ho- 
tels, which  usually  offer 
l^etter  seciu-ity.  The  best 
rooms  are  above  the  first 
floor  but  below  the  eighth. 
They're  least  prone  to 
break-ins  and  the  easiest 
to  exit  in  the  event  of 
trouble.  "Don't  wander 
into  unfamiliar  areas," 
says  Marquet.  "You're  h- 
able  to  end  up  with  ex- 
citement you  don't  want." 

Of  course,  not  every 
export  deal  will  put  your 
life  in  danger.  But  it's 
prudent  to  take  precau- 
tions. The  most  danger- 
ous countries?  Security 
experts  cite  Colombia  and 
Peru  in  South  America, 
which  are  plagued  by  the 
violence  of  drug  cartels 
and  teiTorists.  In  Eiu'ope, 
Russia's  organized  ci'ime 
poses  a  thi-eat  to  business 
visitors.  Watch  out  in 
Kenya,  South  Africa,  and 
Nigeria,  where  street 
crime  can  be  a  peril.  And 
in    Asia,    use  utmost 


irity  companies,  pub-   caution  in  Pakistan  and 


3s  a  two-page  Duvel 
ch  tailored  to  each  of  250 
;s.  For  $6.95,  Kroll  will 
it  to  you.  Or  you  can  con- 
the  State  Dept.'s  Over- 
Security  Advisory  Coun- 
(202     663-0533)  for 
itry-by-country  tips. 


DATA:  BUSINESS  WEEK 


Toyota,  Nomura  Securities, 
Henry  Kissinger,  Salman 
Rushdie,  and  retired  Gen. 
Norman  Schwarzkopf. 

Terrorists  often  single  out 
high-pr-ofile  executives  even 
before  they  set  foot  in  anoth- 


Instead,  wear  contact  lenses. 

Identify  trouble  spots 
ahead  of  time.  As  a  matter 
of  cour'se,  Vance's  agents  will 
travel  to  a  countr-y  in  ad- 
vance, scouting  the  airport, 
the  route  to  the  hotel,  and 


the  Philippines,  especially 
in  rural  areas  where  kid- 
nappings and  political  vio- 
lence have  occurred.  History 
shows  that  wher-e  pioneers 
go,  bandits  are  sure  to 
follow.  So  be  careful  out 
there.      Douglas  Harbrecht 
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Long  before  we  learned  the  first  thing  about 


building  computers,  some  fundamentals  equally 

PARTNERSHIPS, 

crucial  to  information  T||E"pEy|^^^oF 

COOPERATION. 


E 

!INCIPLES 

EHEBUUNNG 
E  FUTURE 

LEARNED M 
ENGJNEEraNG  551. 


technology  took  root  in  our  little  heads:  Like, 
cooperating.  Sharing.  Working  with  others. 
Today,  we're  working  with  Microsofi,  Oracle, 
Andersen  Consulting,  Netscape,  SAP  and  many 
others,  to  set  standards. 


insure  operability  across  platforms,  and  create 


open  solutions  that  can  help  your  company 


compete  and  succeed  in  the  years  ahead.  In 


short,  together  were  buildijig  something  no 


one  could  construct  alo)ie. 


WHATEVER  IT  TAKES'^    It's  called,  a  future.  Fo) 


more  information,  call  1  -800-DIGLTAL, 


or  visit  our  Web  site  at  www.digital.com. 

/KCC 

©1996  Digital  Equipment  Corporation  Digital  and  ttte  DIGITAL  logo  are  trademarks  and  Whatever  It  Takes  is  a 
service  mark  of  Digital  Equipment  Corporation, 


BusinessWeek 


^  .  ADDRESS 
DjfRECTQRY. 


Advertisement 


Adobe  Systems  Inc. 

http://w\vw.adobe.com/.''BW 

Advanced  Micro  Devices 

http://www.amd.com 

Aetna 

http://\vww.actna.com 

America  West  Airlines 

http://www.americawest.com 

The  American  Institute  of 
Architects 

aia(?'capcon.iiet 

American  Power 
Conversion 

http://www.apcc.com 

The  American  Stock 
Exchange 

http://w\vw.amex.com 
Ameritech 

http://www.ameritech.com 
AMP 

http://www.amp.com 

Andersen  Consulting 

http://www.ac.com 

Apple  Computer 

http://www.applc.com 

Arthur  Andersen 

http://www. 
ArtnurAndersen.com 

AST  Computer 

http://www.ast.com 

AT&T 

http://www.att.com 


Bayerisches 
Staatsministerium 

http://www.bayern.de 

Bell  Atlantic 

http;//www.bell-atl.com 

Cadillac 

http://www.cadillac.com 
Canon 

http://www.canon.com 
Chase 

http://www.chase.com 

Chevrolet  Motor  Division 

http://www.chevrolet.com/car 

Chrysler 

http://www.chryslercorp.com/ 

Cisco  Systems 

http://www.cisco.com 

Cobra  Golf 

http://www.CobraGolf.com 
Compaq 

http://www.compaq.com 

Computer  Associates 

http:/7  www.cai.com 

Consolidated  Freightways 

http://\vvvw.cnhcom 

Delta  Air  Lines 

http:/ /www.delta-air.com 
Deutsche  Telekom 

http://www.dtag.de 

Digital  PC 

http://www.pc.digital.com 
Federal  Emergency 
Management  Agency 

http://www.fema.gov 


FedEx 

http://www.fedex.com 
Ford 

http://www.ford.com/ 
Fujitsu 

http://www.fuiitsu.com 

Gateway  2000 

http://www.gw2k.com 

GE  Information  Services 

http://www.ge.com/geis 

General  Motors 

http://www.gm.com 

Hewlett-Packard 

http://www.hp.com 

Honda 

http://www.honda.com 
IBM 

http://www.ibm.com 
Informix 

http://www.informix.com 
Intel 

http://www.intei.com/ 
International  Institute  for 
Management  Development 

http://www.imd.ch/ 

Janus  Funds 

http://nerworth.galt. 
com/janus 

Kodak 

http://www.kodak.com/ 

Kingston  Technology 

http://www.kingston.com/ 
bw.htm 

Lexus 

http://www.lexususa.com 


Lotus 

http://www.lotus.com 
MCI 

http://www.mci.com 
Microsoft 

http://www.microsoft.com/ 
Motorola,  Wireless  Data 
Group 

http://www.mot.com/wdg/ 
Netcom  On-Line 
Communication  Services 

http://www.netcom.com 

Novell 

http://www.novell.com 
Ohio  Department  of 
Development 

http://www.ohiobiz.com 

Okidata 

http://www.okidata,com 
Omron  Corp./North 
America 

http://www.omron.co.jp 
Oracle  Corporation 

http://www.oracle.com 
Origin 

http://www.origin.nl/ 
PageNet 

http://www.pagenet.com 
PeopleSoft 

http://www.peoplesoft.com 
The  Principal  Financial 
Group 

http://www.principal.com 
PSINet 

http://www.psi.net/Raytheon 
http://www.raytheon.com 


Roberts  Express,  Inc. 

http://www.roberts.com 

Charles  Schwab 

http://www.schwab.com 

Saab 

http://www.saabusa.com 
SAP 

http://wvAV.sap.com 

SAS  Institute 

http://www.sas.com/ 

Siemens 

http://www.siemens.com 
Sprint 

http://www.sprint.com 

Sun  Microsystems 

http://www.sun.com 

Swissair 

http://www.swissair.com 

Texas  Instruments 

http://w/A\'.ti.com 

Toshiba  America 
Information  Systems 

http://www.toshiba.com 

Toyota  Motors 

http://www.toyota.com 

Unisys 

http://'/Avw.unisys.com 

United  Airlines 

http://www.ual.com 

UPS 

http://www.ups.com 

The  Vanguard  Group 

http://vvrww.vanguard.com 


Sun  designed  the 

first  intranet 

back  when  people 
thought  intranet 
was  a  typo. 


h  up://www.sun.com 


lusiness  Week  Index 
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hange  from  last  week;  0.5% 
hange  from  last  year;  6.7% 


-  PRODUCTION  INDEX 


 I  I  ■  ■  I  I  I  ■  I  ■  1  1  ■. 

May  Sept  Jan  (Vlay 

1995  1995  1996  1995 

e  index  is  a  4-week  moving  average 

production  index  increased  modestly  in  ttie  week  ended  May  4.  Before 
:ulation  of  tfie  four-week  moving  arerage,  the  index  also  rose,  to  129.2, 
1  128.6  m  tlie  previous  week.  Increases  in  ttie  seasonally  adjusted  output 
lutos,  paperboard,  paper,  and  crude-oil  refinmg  led  ttie  advance.  Rail- 
|tit  traffic  and  lumber  production  were  down  sligtitly. 

leading  index  will  be  unavailable  for  an  indefinite  period  of  time. 

Tocluction  index  copyright  1996  by  The  McGraw-Htll  Companies 


lADING  INDICATORS 


LATEST       WEEK  YEARLY 
WEEK        AGO      %  CHG 

)CK  PRICES  (5/10)  S&P  500  652.09     641.63  24.4 


KPORATE  BOND  YIELD.  Aaa  (5  lO) 

7.87% 

7.77% 

1.2 

USTRIAL  MATERIALS  PRICES  (5/10) 

110.4 

110.0 

-3.6 

SiNESS  FAILURES  (j  3) 

NA 

NA 

NA 

\L  ESTATE  LOANS  (5/1)  b  ii  ons 

$505.7 

$507.7 

6.1 

NEY  SUPPLY,  M2  (4/29)  biihons 

NA 

NA 

NA 

TIAL  CLAIMS.  UNEMPLOYMENT  (4/27)  thous 

348 

372 

-5.7 

irces:  Standard  &  Poor's,  Moody's,  Journal  of  Commerce  (index:  1990=100),  Dun 
'arlstreet  (failures  of  large  companies),  Federal  Reserve,  Labor  Dept. 


TEREST  RATES 


LATEST       WEEK  YEAR 


WEEK 

AGO 

AGO 

lERAL  FUNDS  (5/14) 

5.25% 

5.24% 

6.02% 

MMERCIAL  PAPER  (5/15)  3  montti 

5,38 

5.41 

6.06 

«TIFICATES  OF  DEPOSIT  (5/15)  3  month 

5.35 

5.38 

6.03 

ED  MORTGAGE  (5/10)  30  year 

8.44 

8.31 

8.40 

lUSTABLE  MORTGAGE  (5/i0)  one  year 

5.92 

5.92 

6.11 

ME  (5/15) 

8.25 

8.25 

9.00 

rces:   Federal  Reserve,  HSH  Associates,  Bloomberg 

(financial 

Markets 

PRODUCTION  INDICATORS 


LATEST 
WEEK 

WEEK 
AGO 

YEARLY 
%  CHG 

STEEL  (5/11)  thous.  of  net  tons 

1,977 

1,971# 

-1.5 

AUTOS  (5/11)  units 

149,775 

148.806r# 

8,3 

TRUCKS  (5/11)  units 

124,868 

127,1 12r# 

4.7 

ELECTRIC  POWER  (5/11)  millions  of  kilowatt-hrs 

59,021 

56,501# 

4.5 

CRUDE-OIL  REFINING  (5/11)  thous.  of  bbi./day 

14.041 

14,239# 

0.5 

COAL  (5/4)  thous.  of  net  tons 

19,583# 

19,607 

2.1 

PAPERBOARD  (5/4)  thous.  of  tons 

868. 2# 

838. 5r 

0.2 

PAPER  (5/4)  thous.  of  tons 

842. 0# 

820. Or 

0.2 

LUMBER  (5/4)  millions  of  ft. 

451. 0# 

459.9 

5.8 

RAIL  FREIGHT  (5/4)  billions  of  ton-miles 

25. 5# 

25.7 

2.8 

Sources:  American  Iron  &  Steel  Institute.   Ward's  Automotive  Reports.  Edison  Electric 
Institute,  American  Petroleum  Institute,  Energy  Dept.,  American  Forest  &  Paper 
Association,  WWPAi.  SFPA2.  Association  of  American  Railroads 

PRICES 

LATEST 
WEEK 

WEEK 
AGO 

YEARLY 
%  CHG 

GOLD  (5/15)  $/troy  oz. 

392.200 

394.800 

2,2 

STEEL  SCRAP  (5/14)  #1  heavy,  $/ton 

142.50 

140.00 

0.0 

COPPER  (5/11)  e/ib. 

131.6 

125.9 

2.0 

ALUMINUM  (5/11)  (z/ib 

77.0 

76.0 

-8.9 

COTTON  (5/11)  strict  low  middling  1-1/16  in.,  e/lb.  85.32 

85.40 

-15.6 

OIL  (5/14)  $/bbl. 

21.21 

20.99r 

6.2 

Sources:  London  Wednesday  final  setting,  Chicago  market.  Metals 
market,  NYMEX 

l^ee^,  Memptiis 

FOREIGN  EXCHANGE 

UTEST 
WEEK 

WEEK 
AGO 

YEAR 
AGO 

JAPANESE  YEN  (5/15) 

106.74 

105.21 

86.83 

GERMAN  MARK  (5/15) 

1.53 

1.52 

1.44 

BRITISH  POUND  (5/15) 

1.51 

1.52 

1.57 

FRENCH  FRANC  (5/15) 

5.19 

5.13 

5.11 

ITALIAN  LIRA  (5/15) 

1554.0 

1558.4  1661.2 

CANADIAN  DOLLAR  (5/i5) 

1.37 

1.37 

1.36 

MEXICAN  PESO  (5/i5) 

8.250 

7.478 

5.890 

Sources:  Major  New  York  banks  Currencies  expressed  in  units  per  U  S  dollar, 
except  for  British  pound  in  dollars 


w  data  in  the  production  indicators  are  seasonally  adjusted  m  computing  the  BW  index  (chart);  other  components  (estimated  and  not  listed)  include  machinery  and  defense 
pment    l=Western  Wood  Products  Assn.       2=Southern  Forest  Products  Assn.         3=Free  market  value       NA=Not  available       r=revised       NM=Not  meaningful 


THE  WEEK  AHEAD 


C  MEETING 

■,day,  May  21  ►  Members  of  the  Feideral 
irve  Board's  Federal  Open  Market  Com- 
;e  will  meet  to  set  monetary  policy  for 
lext  six  weeks.  The  federal  funds 
—the  overnight  borrowing  rate  for  com- 
;ial  banks — should  remain  at  5.25%, 
■rding  to  the  unanimous  forecast  of 
lomists  surveyed  by  mms  International, 
of  The  McGraw-Hill  Companies.  The 
last  cut  short-term  rates  on  Jan.  31, 
1  it  trimmed  a  quarter-point  off  the 
s  rate  and  cut  the  discount  rate  to  5%, 
5.25%.  In  announcing  the  January 
ig,  the  Fed  said  that  a  "moderating 
lomic  expansion  in  recent  months  has 
ced  potential  inflationary  pressures." 


FEDERAL  BUDGET 

Tuesday,  May  21,  2  p.m.EDT>-  The  Treasury 
Dept.  will  likely  report  a  surplus  of  $65.5 
billion  in  April,  says  the  median  mms  fore- 
cast. April  is  tax  month  for  Americans,  so 
Washington  always  runs  a  surplus,  but  this 
April's  sum  exceeds  the  $49.7  billion  of  a 
year  ago.  A  delay  in  sending  out  tax  refunds 
in  early  1995  cut  into  last  April's  black  ink. 
The  expected  surplus  puts  the  fiscal  1996 
deficit  on  track  to  total  less  than  $150  bil- 
lion, compared  with  $164  billion  in  fiscal 
1995,  which  ended  in  September. 

UNEMPLOYMENT  CLAIMS 

Thursday,  May  23,  8:30  a.m.EDT^  New  fil- 
ings for  state  jobless  benefits  likely  stood  at 


345,000  in  the  week  ended  May  18.  That's 
a  bit  higher  than  the  336,000  filed  in  early 
May.  Claims  had  jumped  to  more  than 
400,000  in  the  final  weeks  of  March 
because  of  the  strike  at  General  Motors 
Corp. 

DURABLE  GOODS 

Friday,  May  24,  8:30  a.m.EDT  ►  New  orders 
taken  by  durable  goods  manufacturers 
probably  slipped  by  0.2%  in  April,  says  the 
MMS  report.  Orders  jumped  2.5%  in  March, 
but  most  of  that  increase  came  from 
demand  from  the  military — especially  for 
aircraft.  That  ordering  is  unlikely  to  be 
repeated  anytime  soon.  The  backlog  of 
unfilled  orders  rose  1.2%  in  March. 
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Money  Making 
Discovery  for 
Sales  Executives! 

Imagine  finding  a  hidden  universe 
with  thousands  of  emerging  private 
companies  —  where  27%  expanded 
employment  by  an  average  of  24%  from 
a  year  ago!  These  companies  created 
more  than  new  jobs  —  they  created  a 
demand  for  almost  every  kind  of 
business  product  and  service 
everything  from  office  equipment  to 
disability  insurance  to  real  estate. 
A  little  known  sales  tool  that  tracks  these 
companies  is  making  money  for  sales 
executives  who  use  it.  Called  the 
CorpTech  Directory,  it  gives  you  the 
name,  geographic  location,  and  growth 
rate  for  45,000  companies,  plus  names, 
titles  and  responsibilities  of  their 
150,000  key  executives. 
"If  direct  marketing  is  part  of  the  mix 
and  technology  companies  are  prospects, 
I  can"t  imagine  a  better  tool  than 
CorpTech.  It  is  quality  information  that 
pinpoints  the  industry,  products  and 
people  I  need  to  reach."  Scolt  Tnido, 
Case  View  Software. 

Need  some  help  identifying  your  high- 
tech prospects?  Order  your  1996 
CorpTech  Directory  today  --  now  also 
available  on  CD-ROM.'  For  FREE 
information  package,  call  1-800-333- 
8036. 


This  Week, 
Online 

Business  Week  presents 
frequent  live  conferences 
on  America  Online. 
It's  your  opportunity  to  ask 
questions  about  features 
from  the  magazine. 

<-  -■' 

Sunday  What  are  the  100  best 
small  corporations  in  the  U.S.? 
Read  this  week's  Cover  Story  and 
join  an  online  discussion  of  hot 
growth  companies — and 
investment  possibilities.  May  19 
9  p.m.  EDT  in  the  Globe 

Thursday  Talk  with  Peter 
Granoff,  co-founder  of  Virtual 
Vineyards  and  a  pioneer  in  doing 
business  on  the  Net — in  this  case, 
to  shop  for  wine  and  gourmet 
foods.  May  23 
9  p.m.  EDT  in  the  Globe 


For  a  free  trial  diskette 
including  10  free  hours  on  AOL, 

call  1-800-641-4848  and  Aff/^n^ 

mention  Business  Week,  CC —  


Index  to  Companies 

This  index  gives  the  starting  page  for  a  story  or 
feature  with  a  significant  reference  to  a  company. 
Most  subsidiaries  are  indexed  under  their  own  names. 
Companies  listed  only  in  tables  are  not  included. 


ABC  (CCB)  64, 70 

ABN-AMRO  Hoare  Govett  54 

Acet  America  38 

Aetna  (AED  51 

Aerospatiale  60 

Akai  Electric  38 

Alex  Brown  &  Sons  113 

Alimentencs  97 

AlliedSignal  (AID)  46 

America  Online  (AMER)  132 

Amencan  Airlines  (AMR)  42 

American  Express  (AXP)  19.42,138 

Anchor  Gaming  (SLOTl  114 

APAC  TeleSeivices  (APAC)  110 

Apple  Computer  (AAPL)  6,38,100 

APX  Intemational  36 

Ashland  (ASH)  70 

AST  Research  100 

Astra  44 

AT&Ta)  34,36,51,56,118,128 
B 


Bag  Lady  42 
Bam  74 

Ballard  Power  Systems  90 
Bally  Gaming  International  114 
Banque  Indosuez  54 
BayerischeVereinsbank  52 
Bell  Atlantic  (BEL)  64. 134 
Benedetto  Gartland&  Green  134 
Bergen  Brunswig  (BBC)  140 
Bloomberg  132 

Blue  Chip  Computerware(BCHP)  132 
Blue  Cross  &  Blue  Shield  of 
Massachusetts  140 
Boeing  (BA)  36,40,74,128 
Bollinger  Industries  (BOH)  118 
Borg-Warner  Security  (BOR)  134 
Breen  &  Gustaveson  56 
Bntish  Home  Stores  147 
BTSecunties  40 
Burlington  Coat  Factoiy  (BCD  38 
Burson  Marsteller  8 


Califomia  Micro  Devices  (CAMD)  34 
CAPDEV  12 

Capital  Cities/ABC  (DIS)  58 
Captain  Ds  113 
Caremart(  (CK)  48 
Carole  Little  147 
CarterCopters  97 
Cartoon  Network  70 
Caterpillar  (CAT)  44,113 
CD-Max  132 

CenterPoint  Properties  (CNT)  80 
Cemlli  Associates  138 
Charles  Schwab  (SCH)  138 
Chase  Securities  (CMB)  26 
Chrysler  (C)  38 
Cisco  Systems  (CSCO)  134 
Citibank  (CCD  26 
Citicorp  (CCD  140 
Clark  Equipment  134 
CME  58 

Cohn&Wolfe  150 

Columbia/HCA  Healthcare  (COU  114 
Commonwealth  Associates  140 
Compagnie  Financiere  Edmond  de 
Rothschild  54 

Compagnie  Luxemboutgeoise  de 

Teleditfusion  58 
Compaq  Computer  (CPQ)  112 
Comstock  Partners  Capital  Value 

Fund  6 

ConAgra (CAG)  48 
Continental  Airlines  (CTA)  74 
Coopers  &  Lybrand  80 
Corning  (GLW)  48 
Corsearch  8 

Cox  Communications  (COX)  64 
Creative  Artists  Agency  64 


CS  First  Boston  134 


Daewoo  56 

Daimler  Benz  (DAI)  52,90 
Dassault  Aviation  60 
Dataquest  38 
Deutsche  Bank  52,134 
Dow  Jones  (DJ)  132 
Dresser  Industnes  (Dl)  44 
Dreyfus  (DRY)  6 

Dreyfus  Aggressive  Growth  Fund  6 
DRI/McGraw-Hill  (MHP)  52,110 
DuPont(DD)  19 
einste'n  8 


Ell  Lilly  (LLY)  140 

Eltron  International  (ELTN)  110 

Encad  116 

Energy  Research  (ERGO  90 
Equibond  74 
Equitable  Securities  113 
ESPN  70 

ESS  Technology  (ESST)  110 


Fidelity  Advisor  Strategic  Opportunities 
Fund  138 

Fidelity  Investments  138 

Fidelity  Magellan  Fund  (FMAGX)  138 

Flexial  97 

AVanity  42 

Foid(F)  36,90,158 

Forecast  International  40 

Forrester  Research  100 

Founders  138 

Franklin  Quest  32 

FurmanSelz  140 


Gannett  (CCD  34 
General  Electric  (GE)  110 
General  Motors  (GM)  29,90,155 
GMIS(GMIS)  113 
Goldman  Sachs  134 
GoldMine  Software  18 
Grace  (WR)(GRA)  48 
Guardian  Insurance  132 


H  Power  90 

Hambrecht  &  Quist  112 
Happiness  Express  (HAPY)  110 
Hasbro (HAS)  34 
Health-Chexx  113 
HealthSource  113 
HealthTech  (CLUBU)  132 
Hercules  (HPC)  48 

Hewlett-Packard  (HWP)  100,112,116, 
118 

Hoechst  52 
HPR  113 
Hulman  70 


l-Stat  138 

IBM  (IBM)  6,19,38.100 
Ingersoll-Rand  (IR)  134 
Intel  (IfflC)  38, 100 
Intemational  Fuel  Cells  90 
Intemational  Game  Technology  114 
Intuit  (INIU)  34 
INVESCO  138 

Invesco  European  Smaller  Companies 
Fund  54 

Iomega  (lOMG)  132 
IT  Strategies  116 


Janus  Venture  Fund  (JAVIX)  110 
Johnson  &  Johnson  (JI^)  48 
Johnson  Matthey  90 
Jumbo'  8 


Kaiser  Permanente  90 
Kay-Bee  Toy  &  Hobby  147 
Kidder  Peabody  134 
Kroll  Associates  151 


LadenburgThalmann  114 
Latter  &  Associates  32 
Laura  Ashley  147 
Lazard  Freres  134 
Lehman  Brothers  (LEH)  134 
Lernout  &  Hauspie  54 
Lexmark  Intemational  (LXK)  116 
Lincluden  Management  140 
Lippincott  &  Margulies  8 
Lockheed  Martin  (UVIT)  51,116 
Logan's  Roadhouse  (RDHS)  113 
Logic  Wort(S  (LGWX)  110 
Lone  Star  Steakhouse  &  Saloon 
(STAR)  113 
Loral  (LOR)  51 

M 


Magellan  Health  Sen/ices  (MGL)  42 
Marl(  IV  Industnes  (IV)  34 
Mattel  (MATI  34 
MBIA/AMBAC  International  8 
McDonnell  Douglas  (MD)  36,128 
McGraw-Hill  (MHP)  155 
Meadpartners/Mullikin  48 
MedCath  (MCTH)  114 
Melville  (MES)  147 
Mercantile  Safe  Deposit  &  Tmst 
(MTL)  80 

Meretek  Diagnostics  97 
Memll  Lynch  (MER)  52,64.134 
MFS  Emerging  Growth  Fund  (MFEGX) 
(MEGBX)  110 

Micron  Technology  (MU)  138 
Microsoft  (MSFn  18,34.38,100.110 
Mitsubishi  12,38,44,48 
MMS  Intemational  (MHP)  155 
Morgan  (J  P)UPM)  110,112,134 
Momingstar  118 
Momson  Knudsen  (MRN)  48 
Mothercare  147 
Motorola  (MOT)  112,128 
Movie  Gallery  (MOVI)  110 

N 


Nakagama  &  Vtfallace  26 
Namco  100 
NBC  (GE)  64 

Netscape  Communications  (NSCP)  38 
New  Yorti  Management  Group  1 32 
Nintendo  100 
No  Fear  70 

Nordstrom  (NOBE)  116 
Now  Software  18 
Nynex(NYN)  64,134 


Olivetti  38 

Oracle  (ORCL)  38 

Outback  Steakhouse  (OSSI)  113 
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Pacific  Growth  Equities  118 
Pacific  Telesis  (PAC)  46, 64 
PaineWebber(FWJ)  74 
Penney  UC)  (JCP)  110 
Pennzoil  (PZL)  70 
PeopleSoft  (PSFF)  118 
PepsiCo  (PEP)  48 
Perdue  Farms  97 
Performance  Computing  38 
Philips  Electronics  (PHG)  97, 100 
Picogiga  54 
Piper  Jaffray(PJC)  114 
Porter  Felleman  140 
Praxair  (PX)  42 

Premark  Intemational  (PMI)  140 
Prodigy  Sen;ices  132 
ProxyMed  (PILL)  140 
Purolator  Products  34 


Qualcomm  (QCOM)  100 
Quantum  Learning  (CCRC)  132 


Realty  Kinetics  12 
Remedy  (RMDY)  110,112 
Retirement  Care  Associates  (RCA) 
Revco(RXR)  51 
Revlon(REV)  151 
Rite  Aid  (RAD)  51 
Robertson  Stephens  116 


SC.  Johnson  &  Son  46 
Salomon  Brt)thers  (SB)  134 
Scandinavian  Broadcasting  58 
Schroders  Securities  (JAPAI^)  100 
Sega  100 
Shoneys (SHN)  113 
Siemens  52 

Sikorsky  Airoraft(lJTX)  40 
SMH  Investment  54 
Smith  Barney  134 
Smith  Newcourt  134 
Sony(SNE)  100,108 
Spnnt (FON)  42, 51 
St  John  Knits  (SJK)  118 
Standard  i  Poors  (MHP)  110,118 
Starfish  Software  18 
State  Farm  Insurance  44 
Steelcase  12 
SteinRoe  138 
Storehouse  147 
Stratacom  (STRM)  134 
Strategic  Investing  132 
Student  Loan (STU)  140 
Sun  Microsystems  (SUNW)  12,38, 
100,112 

Sybase (SYBS)  110 
Symantec  (SYMC)  18 
Symetrics  Industnes  110 
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R-Visions  97 


Tele-Communications  (TCOM)  51, 

Tele-TV  64 

Texaco  OX)  80 

Thinking  Machines  6 

Thomson  Consumer  Electronics  1l 

Thorn  EMI  147 

Time  Warner  ITM)  51,100,134 

Toshiba  90,100 

Toyota  aOYOY)  70, 90, 151 

Tri-Med  Specialties  97 

True  Value  Hardware  70 

Tupperware  140 

Turner  Broadcasting  (TBS  A)  51 
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U  S  Healthcare  (USCH)  51 
Uniden  38 

Union  Bank  of  Switzerland  134 
United  Airtines  74 
United  Parcel  Service  110 
United  Technologies  (UTX)  40, 90 
USAir(U)  12 


Value  Investing  Partners  140 
ValuJetAiriines(VJET)  48 
Valvoline  (ASH)  70 
Vance  Intemational  151 
Viacom  WIA)  64 
Virtuality  Group  54 
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Wal-Mart  stores  (WMD  112 
Walt  Disney  (DIS)  6,64,108 
Warburg  (SG)  134 
Washington  Constniction  48 
Wasserstein  Perella  134 
West  Bend  Mutual  Insurance  12 
Weslerbeke  (VffBK)  132 
Westinghouse  (WX)  90 
Weston  (Roy  F)  80 
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Xerox(XRX)  112,116 


Yahoo' 
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Zenith  Electronics  (2E)  132 
Zenith  Media  Sewices  64 
Zunch  Kemper  Investments  32 
Zytec(ZTEC)  132 
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nvestment  Figures  of  the  Week 


MENTARY 

the  data  on  consumer  and 
:sale  prices  showing  that 
ion  was  more  fiction  than  fact, 
:st  rates  fell,  and  stocks 
d.  The  Nasdaq  composite 
hit  new  highs,  as  did  the  S&P 
itock  index,  before  yielding  on 
15  to  minor  profit-takmg.  And 
the  Dow  Jones  industrial  aver- 
ivhlch  failed  to  break  the 
1  set  on  Apr.  3,  soared  150 
5  for  the  week.  High-tech 
s  continued  strong,  reflecting 
•-than-expected  earnings.  A 
lily  on  May  15  in  Tokyo  pushed 
ikkei  above  22,000. 


STOCKS 

May      Nov.  May 


May  9-15 


BONDS 

May      Nov.  May 


May  9-15 


THE  DOLLAR 

May      Nov.      May    May  8-15 


670  1575 


F  665.42 

—  660  IJ/' 


52-week  change 

+26.2% 


1-week  change 

+3.2% 


  1475  100 

-f^  M70.29 


1-week  change 
+  1.3% 


1-week  change 
+0.8% 


\RKET  ANALYSIS; 


%  change 


STOCKS 

Latest 

Week 

52-week 

FUNDAMENTALS 

Latest 

Week  ago 

Year  ago 

iONES  INDUSTRIALS 

5625.4 

2.8 

27.2 

90-DAY  TREASURY  BILL  YIELD 

5.14% 

5.13% 

5.83% 

ZE  COMPANIES  (S&P  MIdCap  Index) 

240.8 

3.5 

26.4 

30-YEAR  TREASURY  BOND  YIELD 

6.84% 

6.96% 

6.86% 

L  COMPANIES  (Russell  2000) 

358.1 

3.7 

31.3 

S&P  500  DIVIDEND  YIELD 

2.13% 

2.18% 

2.52% 

OMPANIES  (Russell  3000) 

382.3 

3.3 

27.6 

S&P  500  PRICE/EARNINGS  RATIO 

19.4 

18.9 

16.2 

EIGN  STOCKS 

Latest 

%  change  (local  currency) 

I  1  v..  1 1 1  ^  1 l_  1 1 1  L#  I  v>     1  xJ  i\  J 

Latest 

Week  ago 

Reading 

S&P  500  200-day  moving  average 
Stocks  above  200-day  moving  average 
Speculative  sentiment:  Put/call  ratio 
Insider  sentiment:  Vickers  sell/buy  ratio 

611.7 
67.0% 
0.56 
2.36 

609.3 
61.0%r 
0.66  r 
2.32 

Positive 
Neutral 

Negative 
Neutral 

ON  (FINANCIAL  TIMES  100) 
[)  (NIKKEI  INDEX) 
NTO  (TSE  COMPOSITE) 

3778.2 
22,056.0 
5213.0 

1.9 

1.5 
1.0 

14.5 
33.9 
19.2 

BLOOMBERG  FINANCIAL  MARKETS 

DUSTRY  GROUPS 

-MONTH  LEADERS 

% 

1-month 

change 
12-month 

Strongest  stock  in  group 

%  change 
1-month  12-month 

Price 

MMUNICATIONS  EQUIPMENT 

21.9 

57.7 

3COM 

32.2 

53.9 

48^/4 

MICONDUCTORS 

16.6 

11.7 

LSI  LOGIC 

24.9 

7.5 

37^8 

ECIALTY  APPAREL  RETAILERS 

15.7 

40.1 

TJX 

33.8 

161.2 

33^8 

MPUTER  SOFTWARE 

15.1 

43.1 

ORACLE 

19.7 

62.1 

35'/8 

FICE  EQUIPMENT  AND  SUPPLIES 

14.5 

34.9 

XEROX 

20.6 

30.0 

153 '4 

-MONTH  LAGGARDS 

%  change 
1-month  12-month 

Weakest  stock  in  group 

% 

1-month 

change 
12-month 

Price 

HQs 

-4.7 

52.0 

UNITED  HEALTHCARE 

-10.9 

42.6 

54 

EEL 

-4.5 

1.3 

INLAND  STEEL  INDUSTRIES 

-11.1 

-16.4 

23 

lUGS 

-2.3 

52.3 

ELI  LILLY 

-8.9 

58.4 

56 '/a 

ECIALTY  CHEMICALS 

-1.6 

10.8 

GREAT  LAKES  CHEMICAL 

-6.6 

3.7 

63% 

UCKING 

-1.3 

-4.8 

CALIBER  SYSTEM 

-3.4 

0.6 

38V4 

UTUAL FUNDS 

3ERS 

week  total  return 

% 

LAGGARDS 
Four-week  total  return 

% 

RST  AMERICAN  TECHNOLOGY  A 
IBERTSON  STEPHENS  INFORMATION  AGE 
lEYFUS  AGGRESSIVE  GROVt/TH 

18.8 
18.6 
18.5 

FIDELITY  SELECT  AIR  TRANSPORTATION 
GUINNESS  FLIGHT  CHINA  &  HONG  KONG 
CALVERT  NEW  AFRICA 

-5.3 
-2.2 
-2.2 

eek  total  return 

% 

S2-week  total  return 

% 

RNER  SMALL  CAP  EQUITY 
IHG  SELECT  EQUITY 
S  PRECIOUS  METALS  A 

95.2 
90.9 
87.8 

STEADMAN  TECHNOLOGY  GROWTH 
STEADMAN  AMERICAN  INDUSTRY 
CALVERT  NEW  AFRICA 

-18.4 
-10.0 
-6.3 

MORNINGSTAR  INC 


I  SiP  500 


4-week  total  return 


Average  fund 
52-week  total  return 


LATIVE  PORTFOLIOS 


r  amounts  represent  the 
;nt  value  of  $10,000 
;ted  one  year  ago 
ch  portfolio 

entages  indicate 
jay  total  returns 


U.S.  stocks 
$12,927 

+4.28% 


Foreign  stocks 

$11,775 

-0.77% 


Treasury  bonds 

$10,673 

+2.73% 


nil 


Money  market  fund 
$10,543 

4-0.11% 


Gold 

$10,230 

-0.84% 


ta  on  this  page  are  as  of  market  close  Wednesday,  May  15,  1995,  unless  otherwise  indi- 
Industry  groups  include  S&P  500  companies  only;  performance  and  share  prices  are  as 


of  market  close  May  14.  Mutual  fund  returns  are  as  of  May  10.  Relative  portfolios  are  valued 
as  of  May  14.  A  more  detailed  explanation  of  this  page  :;■  available  on  request.  r=revised 


Editorials 


THE  RIGHT  ECONOMIC 
POUCIES  FOR  DOLE 

For  Presidential  candidates,  developing  a  coherent  and 
worthwhile  economic  policy  is  notoriously  difficult — and 
even  more  so  if  the  economic  backdrop  is  as  favorable  to  the 
incumbent  as  it  appears  to  be  this  year.  Now,  as  Bob  Dole 
tries  to  fashion  a  winning  economic  platform  (page  32),  there 
are  signs  that  he  may  be  willing  to  countenance  some  mea- 
sures that  would  amount  to  bad  economic  poUcy — simply  to 
differentiate  his  stance  from  President  Clinton's. 

What  Dole  doesn't  do  in  formulating  economic  policy  is  as 
important  as  what  he  does  do.  He  shouldn't  tamper  with 
the  gas  tax.  Indeed,  his  embi'ace  of  a  rollback  in  the  4.3(2  tax 
is  a  sop  to  voters  that  will  likely  be  seen  as  such.  It's  a 
troubling  disincentive  to  conserve  energy  and  will  raise 
America's  oil-impoit  bill.  He  shouldn't  backpedal  on  trade.  Yet 
this  one-time  NAFTA  suppoiter  is  arguing  for  a  go-slow  strat- 
egy on  expanding  the  accord  and  pandering  to  economic  na- 
tionalists by  suggesting  a  possible  out  for  the  U.  S.  from  the 
new  World  Trade  court.  Finally,  he  shouldn't  contemplate 
supply-side  style  tax  cuts.  In  theory,  big  cuts  in  tax  rates 
could  jump-start  gi'owth.  In  reality,  though,  it's  always  easier 
to  cut  taxes  than  to  make  the  offsetting  spending  cuts,  so  bal- 
looning deficits  and  rising  interest  rates  would  likely  ensue. 

For  years  the  senator  from  Kansas  has  hewed  to  main- 
stream, traditional  economic  beliefs:  that  budget-cutting  and 
spending  restraint  are  good,  and  that  free  trade  is  good.  He 
continues  to  sound  the  budget-cutting  theme,  and  he  has 
wisely  agreed  with  President  Clinton's  plan  to  renew  most-fa- 
vored-nation status  to  China.  Such  positions  may  not  be 
headline  gTabbere,  but  they  have  held  him  in  good  stead.  Piu- 
suing  measures  that  run  counter  to  his  beliefs  would  be  bad 
economic  policy — and  probably  bad  campaign  strategy,  too. 

A  SECOND  WIND 
FOR  U.S.  CITIES 

Repeatedly  over  the  past  couple  of  decades,  the  death 
knell  has  been  sounded  for  America's  major  cities.  A 
combination  of  economic,  social,  and  technological  factors,  it 
was  ai'gued,  would  render  them  obsolete.  In  their  place,  a  net- 
work of  suburbs  and  exurbs  would  buzz  with  activity. 

But  the  seers  were  wrong.  Yes,  high  costs,  eroding  public 
services,  and  a  shrinking  tax  base  hurt  big  cities.  Rising 
crime  rates  and  congestion  also  made  urban  areas  less  at- 
tractive. And  the  proliferation  of  telecommunications  and 
computers  did  make  it  easier  to  work  anywhere,  anytime. 

Still,  none  of  these  trends  killed  off  cities.  Look  at  New 
York:  Still  the  financial  capital  of  the  world,  it  boasts  a  lively 
entertainment  industry  and  a  nascent  new-media  business. 
And  the  crime  rate  has  fallen.  If  you  think  New  York  is  an 


anomaly,  look,  of  all  places,  at  Detroit.  The  city's  horre 
dous  unemployment  rate  of  18.7%  five  years  ago  has  be 
whittled  to  8.4%,  and  auto  makers  are  searching  out  of  sta 
for  skilled  workers  (page  36). 

TYuTis  out  it's  the  veiy  density  that  characterizes  cities  tb 
is  their  lifeblood.  Economists  have  found  that  states  and  '. 
cahties  with  concentrated  levels  of  employment  are  mo 
productive,  thanks  to  "agglomeration"  effects — the  econorai 
of  scale,  vast  pools  of  skilled  labor,  rapid  adoption  of  techr 
logical  innovations,  and  other  benefits  that  come  from  havi 
lots  of  people  interacting  in  one  area. 

Cities  such  as  New  York  need  to  nurture  these  effec 
cities  such  as  Detroit  need  to  cultivate  them.  How?  Detr( 
should  raise  the  education  and  skill  levels  of  its  worke: 
Efforts  by  Focus:  Hope,  a  vocational  training  school,  a: 
the  Henry  Ford  Academy  of  Manufactiuing  Aits  &  Science 
a  new  charter-  high  school  sponsored  by  Ford  Motor  C 
are  a  good  first  step.  In  this  environment,  too,  it  pays  to  e 
courage  the  development  of  "brownfields"  thi-ough  the  rec' 
mation  of  derelict  urban  industrial  districts  (page  80).  Citi( 
it  seems,  have  the  wherewithal  to  be  sui'prisingly  resihen 

NORTH  KOREA: 
SPEAK  SOFTLY  AND . . . 

The  world  has  reached  another  dehcate  moment  in  i 
efforts  to  defuse  the  thi-eat  of  North  Korea's  taking  an 
rational  action  that  plunges  Northeast  Asia  into  crisis  (pa; 
56).  The  Clinton  Administration  is  right  in  trying  to  allow  t 
isolated,  economically  desperate  North  to  achieve  a  "s( 
landing"  I'ather  than  attempt  to  provoke  a  full-scale  econoi 
ic  collapse.  The  consequences  would  be  incalculable  in  ten 
of  potential  military  conflict  or  mass  migration  of  people. 

But  Washington  has  to  play  its  hand  carefully.  In  i-etum  i 
relaxing  the  U.  S.  embai'go  against  the  North  and  stepping  i 
food  aid,  the  Administration  should  secure  a  commitme 
from  the  North  to  join  "nonnalization"  talks  with  South  K 
rea,  the  U.  S.,  and  China  to  stop  exporting  missiles  to  oth 
rogue  states  and  to  end  provocative  behavior  on  the  ten 
border  between  the  two  Koreas.  Hawks  in  Seoul  and  Was 
ington  suspect  that  the  North  is  merely  attempting  to  extrs 
economic  benefits  from  a  naive  Uncle  Sam  vrithout  intendi 
any  genuine  dialogue  with  the  government  of  President  Ki 
Young  Sam.  So  President  Clinton  needs  to  persuade  t' 
South  that  some  economic  relaxation  is  appropriate,  and  th 
it's  time  to  seriously  explore  the  North's  intentions. 

Forcing  North  Korea  over  the  edge  is  in  nobody's  interes 
Pyongyang  feels  the  U.  S.  ought  to  adhere  to  a  1994  agre 
ment  pledging  to  "reduce  barriers  to  trade  and  investmer 
by  easing  the  embargo.  But  politics  in  Seoul  and  Wasliingt 
have  prevented  that  from  happening  to  any  real  degree,  ai 
the  North  feels  it  has  conceded  a  lot  by  agi'eeing  to  d; 
mantle  its  nuclear  progi-am  and  gotten  little  in  return.  Nc 
the  CUnton  Administration  should  seize  the  opportunity  ai 
take  the  next  step. 
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You  know  not  to  plan  a  meeting  in  Rome  in  August.  Everyone's  on  vacation. 


I 


You  icnow  tlie  fastest  calculator  in  Osaica  doesn't  need  batteries. 


And  now  you  know  the  best  way  to  fax  anywhere  In  the  world. 


With  MCI  OneFAXr  you'll  never  have  to  resend  a  fax  or  pay  for  incomplete  transmissions. 


of  the  World' 

00-555-1911 


//www.mci.com 


The  shape  of  a  vehicle's  body 
has  eveiythiiii^  to  do  with  inner 
space,  and  how  it  moves  through 
the  outside  atmosphere. 

So  the  people 
who  designed 
Dodge  Stratus 
crumpled  up  the 
hook  of  conventional 
wisdom,  and  came  up  with  this 
extraordinary  example  of  air 
management,  space  maximization 
and  (uUoniotive  architecture. 


The  lines  are  round,  soft, 
wedge-like.  Its  wheels-to-tlie- 
co'niers  stance  helps  give 

Stratus  remarkable 
handling  and 
#  „    stability.  The 
lowered  cowl 
provides  superb 
visibilit}-  and 
aefvdynamics.  And  the  dual 
peciestal-mounted  side  mirrors 
channel  aiiflow  so  deftly,  they 


for  better  side  window  visibility 
Inside  is  the  inherent 
spaciousness  ofcab- 
fonvard  design,  alot 
with  decidedly 
driver-oriented 
ergonomics.  The 
way  the  doors  are 
cuiTcd  front-to-back 
and  top-to-bottom 
helps  provide  even 
more  shoulder  and  hip  room  am 


even  manage  to  reroute  the  rain      add  side-impact  protection. 


It  makes  exa 
use  of  air  anc 
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It  takes  more  than  willpower. 


Introducing  the  New  Explorer  V-8. 


THE  WORLD'S  JUST  TOO  BIG  TO  BE  LEFT  UNEXPLORED. 


"When  I  meet 
with  living 


customers,  why 
don't  I  recognize 
them  from 
the  profiles 
in  my  database?' 


)ENTIFY 


You  know  that  your  customers 
aren't  numljers.  Certainly  no  graphs, 
iris  or  even  fancy  multimedia  presentations 
I  fully  describe  them. 

"'So  how  do  I  paint  a  fuller  picture  of  my 
nts?"  IBM  consultants  are  being  asked  the  same 
;stion  by  thousands  of  companies.  And  we've 
nd  that  they  all  have  one  thing  in  common, 
nost  all  of  the  information  they  need  already 
sts.  But  where? 

Payment  histories  are  in  their  Hong  Kong 
dit  bureau.  Customer  complaints  float  around 
;-mail  limbo.  Details  of  a  new  order  cruise  at 
000  feet  on  a  sales  director's  laptop.  And,  most 
)ortant,  today's  customers  are  interacting  witli 
L  via  the  Internet.  Providing  your  company  with 
ealth  of  specific  information  with  each  log-in. 

So  IBM  has  developed  new  ways  to  connect 
Lr  company  to  all  of  this  vital  information -ways 
nake  sure  the  latest,  most  relevant  facts  are 
Lantly  available  every  time  you  come  in  contact 
h  your  clients.  We  call  these  offerings  Customer 
ationship  Solutions. 


Take  our  call  center  technology,  for  example. 
It  recognizes  callers  and  puts  their  latest  profiles 
on  the  screen  before  your  customer  service  rep 
has  even  picked  up  the  phone.  Now  they  can 
answer,  "Hello  Mr.  Wright,  your  automobile  loan 
has  been  approved  and  you'll  receive  a  check  by 
the  end  of  the  week.  By  the  way,  [  see  that  you 
requested  an  investment  kit  this  morning  from 
our  Web  site.  It's  gone  out  in  today  s  mail. " 

It  all  makes  you  more  responsive.  Which 
increases  customer  loyalty.  Which  makes  your 
business  grow. 

We  more  than  understand  the  value  of 
great  (  licnt  rt'lationships.  And  we'd  love  to  start 
one  with  you.  Visit  us  at  www.ibm.coin  or 
phone  IBM  at  I  HOP  IBM-TOHO.  .-xt.  (;  lor 
a  free  16-page  booklet  highlighting  how  IBM  can 
help  your  business  thrive  in  a  networked  world. 


Solutions  for  a  small  planet™  E  =£  =^= 


1  Solutions  for  a  small  planel  are  liademarks  ot  IBM  Cotp  (c;  1996  IBM  Corp 
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it  s  faith  in  Wall  Street  pagefio  ' 


NEW  AND  IMPROVED 

Bagel  siicers,  baby  bathtubs, 
and  ergonomic  chairs  snagged 
awards  this  year  for  excellence 
in  industrial 

design 


Cover  Story 


90 


OUR  LOVE  AFFAIR  WITH  STOCKS 

The  nation's  obsessidn  with  the  market 
holds  enormous  promise  for  individuals, 
companies,  and  the  economy.  But  the 
stakes  are  high:  How  would  the  new 
crop  of  investors  react  in  a  crisis? 

92  WIFE,  MOTHER,  DILIGENT  INVESTOR 
Janet  Norris  stashes  money  in  stocks 
regularly — foi'  college  and  I'etirement 

93  A  $1  MILLION  CUSHION 

Ex-i  Ko  Marshall  Tayloi-  is  building  net 
worth  to  back  a  new  ventui'e 

97  UPS  AND  DOWNS  DRIVE  HER  'CRAZY' 
But,  says  ( "yndi  Moltz,  "you  don't  have 
to  baby-sit"  an  equity-fund  investment 

98  ARE  THE  FED'S  NUMBERS  FLAWED? 
Critics  dis])ute  its  data  on  stock 
ownership  by  housetiolds 
BUSINESS  WEEK/HARRIS  POLL 

The  public  gives  stocks  a  thumbs-up 

News:  Analysis  &  Commentary 

32    SIGNS  OF  LIFE  AT  CBS 

Six  months  after  Westinghou.se  took 
over,  the  buy  doesn't  look  too  bad 


100 


34  SPRING  CLEANING  AT  WESTINGHOUSE 

Its  I'emaining  industiial  businesses  may 
soon  go  on  the  block 

35  MITSUBISHI'S  LONG,  HOT  SUMMER? 

The  fallout  from  sexual-misconduct 
charges  could  spread  throughout  the 
giant  company 

36  NOT-SO-STRANGE  BEDFELLOWS 
Republican  executives  for  Clinton'.' 
Their  ranks  may  be  small  now,  but 
they're  gi'owing  steadily 

37  BUSINESS  WEEK/HARRIS  EXEC  POLL 

By  a  wide  margin,  Corporate  America's 
top  executives  support  Bob  Dole  for 
Pi-esident — but  with  little  passion 

38  COMMENTARY 
Inflation-indexed  bonds  sound  like  a 
good  idea.  But  they  could  blow  up  in 
Uncle  Sam's  face 

39  AL  GORE  TALKS  BUSINESS 

The  Veep  discusses  the  White  House's 
ambitious  agenda  for  fm'theiing 
corporate  responsibility 

40  MANAGING  TRAGEDY  AT  VALUJET 
Helping  giief-stricken  families  came 
first,  then  the  investigation  and 
panicky  investors 


4  BUSINESS  WEEK  /  JUNE  3,  1996 


BIG  ALLIANCE 

A  BA/American 
deal  hinges  on  an 
"open  skies" 
agreement  page  50 


W  GOOD  MORNING, 
CBS 

With  Westinghouse 
in  charge, 
the  network  may 
ue  waking  up  page  32 


BRAINSTORM 

if  it  wins  FDA 
approval,  TPA 
might  be  the 
first  effective 
treatment  for 
stroke  page  1 18 


FACTS  ON  FILE 
How  Fingerhut 
keeps  tracks  of 
customers  page  69 


REVIVAL? 

Yet  another  rescue 
plan  at  Unisys  page  b4 


4DIA 

'he  prolonged  political  battle  over 
DiTning  a  new  government  emerges  as 
struggle  for  the  country's  soul 

Economic  Analysis 

CONOMIC  VIEWPOINT 

Seeker:  Reward  the  working  poor  with 
he  Earned  Income  Tax  Credit 
CONOMIC  TRENDS 

keeping  executive  stock  options  under 
^aps,  the  bond  mar-ket's  crystal  ball, 
raying  of  Japan  Inc.,  used-car  prices 
lUSlNESS  OUTLOOK 

'he  Fed  should  have  a  peaceful 
ummer  vacation 

jovernment 

MSHINGTON  OUTLOOK 

'ortable  health  benefits  lose  a 
hampion,  gain  a  chance 

Phe  Corporation 

:an  he  stop  the  Unisys  slide? 

:eo  Jim  Um-uh  says  yes — as  top 
fianagers  race  for  the  exits  and 
hareholders  become  more  restive 


69 


70 


102 


108 
133 


18 


114 


Marketing 

DATA  IS  POWER.  ASK  FINGERHUT 

How  it's  able  to  offer  credit  cards  to 
low-  and  moderate-income  households 

Annual  Design  Awards 

WINNERS 

It  has  been  half  a  century  since  U.  S. 
design  was  this  good.  BUSINESS  week 
presents  a  wrap-up  of  the  Industrial 
Design  Excellence  Awards  for  '96 

Finance 

SMITH  BARNEY'S  WOMAN  PROBLEM 

A  class  action  alleges  discrimination 
against  female  brokers 
INSIDE  WALL  STREET 
INVESTMENT  FIGURES  OF  THE  WEEK 

Information  Processing 

TECHNOLOGY  AND  YOU 

ir.M's  subnotebook  solution:  Width 
SURVIVING  THE  INTERNET  AGE 

Reseller  Stream  is  shifting  to  onhne 
sales  and  technical  support  as  more 
software  is  delivered  via  the  Net 


Science  &  Technology 

118    BORN-AGAIN  MIRACLE  DRUG 

Genentech's  clotbuster  tpa  wasn't  a 
billion-dollar  drag  for  heart  attacks.  But 
it  may  be  the  fii'st  treatment  for  stroke 

123  DEVELOPMENTS  TO  WATCH 

Earlier-warning  radar,  "fingertip" 
shopping,  pushing  the  data  envelope 

Personal  Business 

124  INVESTING:  Dumping  a  mutual  fund 
SMART  MONEY:  Gold  stocks 


Features 


6 
12 
14 
15 


131 
132 
134 


UP  FRONT 
READERS  REPORT 
CORRECTIONS  &  CLARIFICATIONS 
BOOKS 

Hoving:  False  Impi-essions:  The  Hunt 

for  Big-Time  Art  Fakes 

BUSINESS  WEEK  INDEX 

INDEX  TO  COMPANIES 

EDITORIALS 

Rubin  Bonds  are  a  bad  idea 

Good  riddance  to  a  lotto  jury  award 

Investor,  educate  thyself 


BUSINESS  WEEK  /  JUNE  3.  1996  5 


Up  Front 


EDITED  BY  LISA  SANDERS 


AFTERLIVES 

HAIG&HAIG 
REACH  FOR  THE  SKY 

FORMER  SECRETARY  OF  STATE 

Alexander  Haig  Jr.  is  poised 
to  take  on  heavyweights  such 
as  Bill  Gates,  Craig  McCaw, 
and  Motorola  Inc.  in  at- 
tempting to  pull  big  money 
out  of  the  sky. 

The  general  and 
his  son  Alex  are 
key  players  in  Sky  W'f 
Station  Interna- 
tional,  a  Chantilly  **i 
(Va.)-based  startup 
that  plans  to  pro- 
vide inexpensive 
phone  sei-vice  and 
high-speed  Inter- 
net access  to  con- 
sumers worldwide.  ALEX  SR.: 

At  a  thrifty  $800   

milhon,  its  cost  is  much  less 
than  the  bilhons  to  be  spent 
by  two  chief  rivals:  Teledesic, 
a  Gates-McCaw  venture,  and 
Motorola's  Iridium. 

Sky  Station  is  cheaper  be- 
cause it  won't  requii'e  launch- 
ing pricey  satellites  into 
space.  Instead,  it  will  float 


250  relatively  inexpensive 
platfonns  in  the  stratosphere. 
Each  will  be  suspended  by 
two  Hindenbui'g-like  au'ships. 
Rival  Motorola  has  already 
complained  to  the  Federal 
Communications  Commission 
that  the  platforms  could  fall 
out  of  the  sky  and  kill 
someone. 

Little  money  has  been 
raised  so  far,  but 
Sky  Station  holds 
patents  on  its 
platforms  and  has 
I  developed  a  busi- 
f  ness  plan.  Presi- 
dent Alex  Haig 
V  says  the  system 
m  should  be  fully  de- 
ployed  over  the 
next  decade. 
One  big  hurdle 
In  space  remains.  Sky  Sta- 
tion  must  negoti- 
ate with  regulators  world- 
wide to  gain  aii-wave  access. 
For  that,  the  Haigs  have 
teamed  up  with  an  old  satel- 
lite hand:  regulatory  attomey 
Martine  Rothblatt,  who 
launched  several  satellite 
companies,  including  Satellite 
CD  Radio.         Mark  Lewyn 


C''\^  PUNDITS 
COURTED 
/  JESTER 


tUCKLEY: 

1  haryiiiii 


CHRISTOPHER 

Buckley's  talk  is 
cheap.  Relatively 
speaking.  At 
  $7,000  a  pop,  de- 
mand is  gi'owing  to  hear  the 
best-selling  author  (Thank 
Yon  for  Smokitiy)  and  fonner 
speechwriter  for  Vice-Presi- 
dent George  Bush  banter 
about  politics  and  social  is- 
sues, especially  as  the  Presi- 
dential race  heats  up. 

"His  conservatism  is  a 
good  match^  and  he  fit  our 
price  perimeters,"  says  Na- 
tional Hardwood  Lumber 
Assn.'s  Ernest  Stebbins.  Last 
fall,  Buckley  delivered  his 
"Comic  Cbronology  of  Cam- 


paign '96,"  to  an  audience  of 
several  huncb'ed.  One  favorite 
quip:  "How  can  a  satirist 
wi-iting  today  compete  with 
real  news  stories,  like  one 
about  the  government  spend- 
ing $500,000  to  see  if  cattle 
belch  enough  methane  to  con- 
tribute to  global  warming? 
It's  tough."  Stebbins  admits 
his  first  choice  was  satirist 
P. J.  O'Rom-ke,  but  O'Roiu-ke's 
fee— $25,000— was  too  high. 

David  Strachan,  president 
of  the  American  Wholesale 
Marketers  Assn.,  agi'ees  that 
Buckley  is  a  bargain.  Buck- 
ley's price  is  half  what  Stra- 
chan agreed  to  pay  commen- 
tator Mark  Russell  for  a 
speech  this  summer.  Stra- 
chan, however,  says  he 
doesn't  object  to  paying  more 
because  "Russell  plays  the 
piano."  □ 


DOOM:  Secret  weapon  '; 


TALK  SHOW  ui  think  some  of  them  are  just  incurably 
Republican.'? 

— Vice-President  Al  Gore,  explaining  why  most  CEOs  don't 
credit  President  Clinton  for  the  healthy  economy 

THE  PENTAGON 

LOOKING  FOR  A  FEW  GOOD  GAMES 


CRITICS  HAVE  LONG  '  RAILED 

against  computer  games  such 
as  id  Software  Inc.'s  Doom 
series  for  portraying  mui'der- 
ous  mayhem  as  entertain- 
ment. But  one  place  it's  pro- 
ducing smiles — and  saving 
bucks — is  at  the  Defense 
Dept. 

Back  in  1994,  some  U.S. 
Marines  grabbed  a  version  of 
Doom  off  the  Internet,  and 
First  Lieutenant  Scott  A. 
Barnett  realized  the  game 
could  simulate  infantry  bat- 
tle tactics.  One  reason:  A 
squad  of  four  players  can 
play  at  once  against  the  com- 
puter. Barnett's  colleague  at 
the  U.  S.  Marine  Corps  Mod- 
eling &  Simulation  Manage- 
ment Office  in  Quantico,  Va., 
Sgt.  Daniel  G.  Snyder, 
"Maiinized"  the  game.  He  re- 
placed fire-breathing  mon- 
sters with  digital  images  of 
G.  I.  Joe  dolls  in  Iraqi  uni- 
forms. Doom's  exotic  weapons 
were  swapped  for  standard- 


issue  equipment  such  as  M-lf 
assault  rifles.  And  with  themj 
the  fighting  leathernecks  have 
to  clear  rooms  in  an  enemy-] 
infested  town,  not  in  outer 
space. 

Barnett's  office  is  consider-l 
ing  a  more  complex  progi'amj 
code-named  Bmte,  that  would! 
simulate  warfare  for  an  en-f 
tire  4,000-Marine  unit.  S 
der  cranked  out  his  versior 
of  Doom  in  only  two  months 
of  off-hours  work,  for  $200J 
Brute,  which  is  to  be  develj 
oped  from  scratch,  is  still] 
years  away.  Estimated  cost 
of  the  proposed  game:  $1| 
million.  Stan  Crock] 


THE  LIST  SWAP  FEVER 


MFS  Technologies'  plan  to 
buy  UUNet  Technologies  is 
the  latest  in  a  series  of 
acquisitions  of  1995 
initial  public  offer- 
ings. Why?  One  rea- 
son is  the  rise  in 
mergers  and  acqui- 
sitions in  recent  years. 
Ryan  Jacob,  research 
director  at  IPO  Value  Moni- 
tor, suggests  another:  With 


the  stock  market  so  high, 
companies  are  willing  to  use 
their  stock  for  purchases.  Six 
of  the  eight  acquisi- 
,^  tions  listed  were 
done  with  stock 
swaps.  Companies 
and  shareholders 
often  prefer  stock  over 
cash  because  the  method 
used  to  account  for  swaps 
can  boost  earnings. 


TO  MARKET,  TO  MARKET 


IPO  DATE   COMPANY  NAME 
2/28/95   TGV  SOFTWARE 
3/10/95  TIVOLI  SYSTEMS 
CIRCLE  K 
FIREFOX  COMM. 
NEXGEN 

UUNet  TECHNOLOGIES 
INSTENT 
PET  PRACTICE 


3/22/95 
5/4/95 
5/24/95 
5/25/95 
6/28/95 
7/31/95 

•DATE  THE  DEAL  WAS  ANNOUNCED 


BUYER'S  NAME  ACQUISITION  DATE 

CISCO  SYSIEMS  3/29/96 

IBM  3/4/96 

TOSCO  2/16/96* 

RP  SOFTWARE  1/17/96* 

ADVANCED  MICRO  DEVICES  1/17/96 

MFS  TECHNOLOGIES  4/30/96* 

MEDTRONIC  3/25/96* 

VETERINARY  CENTERS  OF  AMERICA  3/22/96* 

DATA:  SECURITIES  DATA  CO 
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FOR  TRACTION.  FOR  TREADLIFE. 


NEW  GOODYEAR 
INFINITRED 

THE  FIRST  TIRE  WITH  A 

LIFETIME 

TREADLIFE  LIMITED  WARRANTY. 

GUARANTEED 

FOR  AS  LONG  AS  YOU  OWN  YOUR  CAR! 

CALL: 

1-800-GOODYEAR 

FOR  A  LOCATION  NEAR  YOU. 


tiri:  BEST  I  IRI'S  IN  11  IE  WORLD  HAVE  GOODYEAR  WRnTEN  ALL  OVER  THEM. 

'  'l.ifciime  iicmllilc  I.IMI'llil)  ■warnnily  jrom  trumujar.ium.  I.xduiwm  ajiply.  See  dealer  for  details. 
Ajiei  ihrw  years,  owner  is  respomihle  for  50%  of  replacement  cost. 

Vhit  our  Web  Site  at:  http:llwww.goodyear.com. 


Up  Front 


MATERIAL  WORLD 


LIKE  TOTALLY  BIG  SPENDERS 


TEEN  SPENDING 

continues  to  rise 
as  the  number  of 
teenagers  nation- 
wide swells  and 
they  do  more  of 
the  family  shop- 
ping. On  items 
bought  for  them- 
selves, grunge  is 
going  out  and 
Fifth  Avenue  is 
cool  again. 

Twelve-  to  19-   

year-olds  spent  $109  billion 
last  year,  up  10%  from  $99 
billion  in  1994,  according  a 
new  survey  by  Teenage  Re- 
search Unlimited  (tru)  in 
Northbrook,  111.  Spending  had 
grown  12%  in  1994.  More 
than   half  of   1995's  new 


KLEIN  AD:  Peek  show 


spending  came 
from  a  rise  in 
purchases  bought 
with  family  dol- 
lars on  items 
such  as  groceries 
rather  than  on 
CDs  or  movies. 
Why?  More  fami- 
lies with  a  single 
parent  or  two 
working  parents 
means  teens  are 
picking  items  off 
supermarket  shelves. 

Other  results:  Kids  are 
buying  expensive  clothes,  fa- 
voring bi'ands  such  as  Tom- 
my Hilfiger  and  Calvin  Klein 
over  Guess?  and  Gap.  tru 
President  Peter  Zollo  argues 
that  Calvin  Klein's  rising  pop- 


DRAWN  &  QUARTERED 


i§  DENNIS  RODMAN -/kui 
^ieeri  SMART... 


ularity  may  stem  from  his 
controversial  ads  showing 
teens  in  provocative  poses. 
Many  adults  thought  it  was 
pornographic,  but  teens 
thought  it  was  hip,  ZoUo  says. 

Overall,  Nike  continues  to 
dominate.  Some  42%  of 
teenagers  call  it  a  "cool" 
brand.  Nothing  else  tops 
15%.  David  Leonhardt 


CAMPAIGN  '96 

WILL  HE  BECOME 
DOLLAR  BILL  ? 

CONVENTIONAL  WISDOM 

holds  that  a  Democratic 
victory  in  November  will 
be  bad  for  the  dollar.  Ken- 
neth Landon,  a  Deutsche 
Morgan  Grenfell  analyst  in 
Tokyo,  disagrees.  He's  pitted 
against  such  bears  as  Merrill 
Lynch  economist  Michael 
Rosenberg,  who  predicts  a 
stronger  yen  later  this  year. 


INCUMBENT  VICTORIES  FAVOR  THE  GREENBACK 


YEAR 

1972 

1976 

1980 

1984 

1988 

1992 

ELECTION 

Kixon  (R) 

Carter  (D) 

Reagan (R) 

Reagan (R) 

Bush(R) 

Clinton  (D) 

RESULTS 

OIHAIS 

DEfLAlS 

DEFEATS 

DUU!S 

UFiLATS 

DiFmS 

DOLLAR 

McGovern (D) 

Ford  (R) 

Carter  (0) 

Mondale  (D) 

Dukakis  (D)  Bush(R) 

TREND 
AGAINST 
YEN 

mm  INSURGENT  PARTY  WINS  mst  INCUMBENT  PARTY  WINS 

DATA  DEUTSCHE  MORGAN  GRENFELL,  BLOOMBERG  FINANCIAL  MARKETS 


Already,  the  Japanese  yen  is 
104  to  the  dollar  for  delivery 
in  mid-November,  against 
107  today. 

Landon  argues  that  dollar 
bears  may  be  caught  short  if 


THE  BIG  PICTURE 


COMPUTERS  CAPTURE  CAPITAL  SPENDING 

Information 


technology  is  the 
budget  category  60 
catching  the  CEO's 
eye  these  days.  45 
The  number  of 
executives  who  30 
say  they'll  increase 
spending  on  com-  is 
puter  hardware 
and  software  has  o 
more  than  doubled  SS 
in  the  past  five  years. 


PERCENT  OF  CEOs  PLANNING  TO 
INCREASE  CAPITAL  INVESTMENTS 


NEW  PRODUCT  SALES 
DEVELOPMENT  PROMOTION 


DATA  COOPERS  t.  LYBRAND  TRENDSEnER  BAROMETER 


Clinton  wins  because  over  the 
short  run,  a  President's  re- 
election— or  a  victoi-y  by  a  re- 
tiring President's  party — is 
good  for  the  greenback.  This 
has  been  true  since  1972, 
when  Richard  Nixon  won  a 
second  teim.  The  relationsliip 
held  even  in  1988,  when  Bush 
kept  GOP  control  by  trounc- 
ing Dukakis.  Although  traders 
wei'e  skeptical  of  Bush,  the 
dollar  gained  after  his  victoiy. 

Why  would  a  Democratic 
win  this  fall  defy  conventional 
wisdom?  "The  market  likes 
steady  tax  and  fiscal  policies," 
says  Landon.  If  Clinton  beats 
Dole,  Landon  thinks  the  dollai' 
will  fall  briefly,  then  quickly 
recover.  Over  the  longei-  ran, 
however,  he  remains  a  dollar 
bear  Landon  notes  that  both 
parties  have  bashed  the 
greenback  to  cuny  favor  with 
exporters.   William  Glasgall 


GREENING  OF  AMERICA 

A  SECOND  HALF-LIFE 
FDR  NUKE  SCRAP 


WHAT  s  safer:  disposing  of 
mildly  radioactive  scrap  met- 
al from  nuclear  power  plants 
and  bomb-making  facihties  or 
melting  it  down  for  I-beams 
and  dishwashers?  Recycling 
is  actually  safer  overall,  fig- 
uring in  the  danger  to  miners 
and  metalworkers  if  new 
metal  must  be  produced  to 
replace  the  scrap.  That's  the 
conclusion  of  the  Energy 
Dept.'s  Argonne  National 
Laboratory  in  Argonne,  111. 

The  scrap — wliich  excludes 
metal  from  hot  zones  such  as 
reactor  cores — is  less  ra- 
dioactive than  some  foods 
that  are  considered  safe,  says 
S.  Y.  Chen,  leader  of  Ar- 
gonne's  risk-assessment  and 
safety-evaluation  gi-oup.  Brazil 
nuts,  for  instance,  have  con- 


HOT  ZONE:  Dishwasher-safe 


centrations  of  slightly  radio- 
active minerals. 

U.  S.  authorities  have 
0.  K.'d  sales  of  copper  from 
an  accelerator  at  Lawi'ence 
Berkeley  Laboratory.  Nickel 
from  a  facility  in  Oak  Ridge, 
Tenn.,  is  bound  for  Spain.  Eu- 
rope recycles  its  radioactive 
scrap,  too.  Peter  Coy 


FOOTNOTES  Of  people  age  65  and  older,  those  who  will  enter  a  nursing  home  at  some  point  in  their  lives:  43% 
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Thanks  to 
Sprint  Business, 

more  of  our  flowers 
are  popping  up 
all  over  the  world." 

—  Meg  Whiliiuiij.  CHO,  ITD  Inc. 


FTD:  a  company  known  the  world  over  for  its  fine  floral 
arrangements,  needed  to  streamline  its  international  order 
process.  They  used  to  rely  on  fax,  phone,  telex  and  cable 
to  transmit  orders. 


"Sprint  helps  us  process  orders  in  half  the  time.' 

Sprint  ptit  FTD  on  its  global  data  network.  Now,  florists  can 
transmit  information  instantly.  So  a  florist  in  Indonesia  can  send 
an  order  directly  to  a  florist  in  England,  or  anywhere  else  in  the 
world,  with  exceptional  speed  and  accuracy. 


Our  business  is  blooming  all  over  the  world!" 

Now,  Sprint  helps  FTD  florists  in  over  1^3  countries  send 
more  flowers,  to  more  people,  worldwide  than  ever  before. 


Find  out  how  Sprint  Business  can 
help  grow  your  business,  too. 


Co//  Sprint  Business 

T800  816  REAL 


www.5print.com 


Sprint 


We  help  business  do  more  business 


Company  L.P  All  trademarks  are  property  of  their  respective  owners. 


f  ■  • 


See  what  it  feels  like 
to  print,  fax,  copy, 
distribute,  staple  and 
collate  without  leaving 
your  desk. 


\(M'()\  Document  Centres 
ai'e  a  new  class  of  digital 
document  systems.  They 
olTei'  anyone  on  the 
network  more  desktop 
control  over  the  produc- 
tion, management,  and 
finishing  of  documents 
than  e\er  before.  They 
close  the  gap  between 
electronic  and  paper 
documents,  so  you  can 
keep  your  workflow 
How  ing. 


iiiiiM'iiiiiMi|tiJi[<tn  ij 

IiMl||ILJn^@lill33ni:<:*l(mi 


COMPANY 

;<n«)x 


Xerox  DCS35  PS2  600dpi  on  LPT1: 


Updons 


i,bouf: 


image  Scale 


Top  J  fay 
•  Slacker 


•   Poftiail  Copies; 
Landscape 


^^^^  1 


XtPOX 


e  Sided 

to  Sided  -  Flip  on  Long  Edge 
fo  Sided  -  Flip  on  Shofl  Edge 


40 


Paper  Source: 


Auto  Select 


Paper  Size: 


LeHer  8  5x11  in 


Defaults 


Help 


Cancel 


Default  All 


Readers  Report 


BusinessWeek 


EDITOR-IN-CHIEF:  Stephen  B.  Shepard 
MANAGING  EDITOR:  Mark  Morrison 
CHIEF  ECONOMIST:  William  Wolman 
ASSISTANT  MANAGING  EDITORS: 

Sarah  Bartlett,  Robert  J.  Dowling,  G,  David  Wallace 

ART  DIRECTOR:  Malcolm  Frouman 

CHIEF  OF  CORRESPONDENTS:  Keith  G.  Felcyn 

SENIOR  EDITORS:  Bob  Arnold  (New  Media),  Frank  J.  Comes,  Deidre 

A  Depke.  James  E.  Ellis,  Geoff  Lewis,  Paul  Raeburn,  Giro  Scotti, 

Mark  N  Vamos,  Lee  Walczak  (Washington),  Elizabeth  Weiner, 

Ghris  Welles,  Seymour  Zucker 

EDITORIAL  PAGE  EDITOR:  Bruce  Nussbaum 

SENIOR  WRITERS:  Anthony  Bianco,  John  A.  Byrne,  William  Glasgall, 
Jeffrey  M  Laderman,  Gene  G.  Marcial,  Karen  F'ennar,  Otis  Port 
ECONOMICS:  James  C.  Cooper  (Sr.  Economist/Business  Outlook  edi- 
tor), Kathleen  Madigan  (Assoc  ).  Christopher  Farrell,  Michael  J. 
Mandel  (Economics  editors).  Gene  Koretz  (Economic  Trends  editor) 
INTERNATIONAL:  William  J.  Holstein  (World  editor),  Duane  E. 
Anderson,  Rose  Brady  (Senior  News  editors),  Bruce  Einhorn,  Sheri 
Prasso  (Asia  editors),  John  Pearson  (Latin  America  editor). 
Christopher  Power  (Europe  editor),  Stanley  Reed  (International 
Affairs  editor),  Joan  Warner  (Finance  editor) 
ASSOCIATE  EDITORS:  (Catherine  Arnst,  Aaron  Bernstein,  Amy  Dunkin, 
Keith  H  Hammonds,  Kelley  Holland.  Tfiane  Peterson,  Jane  A.  Sasseen, 
Leah  Nathans  Spiio,  Fred  Strasser  (Enterprise),  Gary  Weiss 
PICTURE  EDITOR:  Lawrence  Lippmann 
SENIOR  ART  DIRECTOR:  Francesca  Messina 

DEPARTMENT  EDITORS:  Books:  Hardy  Green  Computers:  Ira  Sager 
Corporate  Finance:  Phillip  L  Zweig.  Corporations:  Jennifer  Reingold 
Information  Management:  John  W  Verity  Legal  Affairs:  Mike  France 
Marketing:  Mary  Kunt2  Markets  &  Investments;  Suzanne  Woolley. 
Media:  Elizabeth  Lesly  Money  &  Banking:  Alison  Rea  People:  Denise 
Demong  Personal  Business:  Edward  C  Baig  Science:  Naomi 
Freundlich  Scoretioards:  Frederick  F  Jespersen  Small  Business: 
I.  Jeanne  Dugan  Software:  Amy  Cortese.  Technology:  Peter  Coy,  Neil 
Gross  Up  Front:  Larry  Light 

STAFF  EDITORS:  Loi I  Bongiorno.  Kerry  Capell.  Paul  M  Eng,  Toddi 
Gutner,  Davtd  Leonhardt.  Lisa  Sanders,  Willy  Stern 
COPY  EDITORS:  Prudence  Crowther,  Harry  Maurer  (Deputy  chiefs), 
Marc  Miller,  Jim  Taibi  (Asst.  chiefs),  Tim  Belknap,  Aleta  Davies,  Jack 
Robbins,  Doug  Royalty  (Sr  copy  editors),  Cynthia  McClean,  Joseph 
Mandel,  Anne  Newman,  David  Pengilly,  Malka  Percal  (Copy  editors), 
Gail  Fowler,  Maria  Chapin,  Jeneen  Hobby,  Aida  Rosario  (Researchers) 
PRODUCTION  COPY  EDITORS:  Lawrence  Dark  (Chief),  Hallberg  Hall- 
mundsson,  Celine  Keating,  Robert  S.  Norman,  Robert  J.  Rosenberg, 
Eva  Stettner 

ART:  Jay  Petrow,  Steven  Taylor  (Deputy  directors).  Don  Besom,  Alice 
Cheung,  Cynthia  Friedman.  Andree  Kahlmorgan,  Christine  Silver 
(Assoc  directors).  Graphics:  Arthur  Eves  (Director).  Joan  Danaher 
(Deputy  director).  Rob  Doyle  (Sr.  Illustrator).  Lisa  Knouse  Braiman, 
Alberto  Mena,  Ray  Vella  (Illustrators),  Jaime  Beauchamp  (Imaging  and 
multimedia)  Imaging:  Stephen  J.  Romeo  (Director),  Annette  Kennedy 
(Mgr ),  Alan  Bomzer  (Asst  manager) 

PHOTOS:  Scott  Mlyn  (Deputy  Picture  editor);  Todd  James  (Senior 
Picture  editor),  Anne  Murray,  Ronnie  Weil  (Assoc.  Picture  editors), 
Bettina  Baudoin  (Pans),  Michael  Hirsch,  Kathleen  Moore  (Asst. 
Picture  editors),  M  Margarita  Eiroa,  (Traffic  manager).  Lawrence 
Crowe  (Librarian) 

EDITORIAL  OPERATIONS:  Yvonne  F  Rodriguez  (Production  director) 
Wally  Baudin,  Richard  Balestrino.  Nicholas  M.  White  (Production 
managers)  Bruce  M.  Arnold.  Karen  Butcher.  Thomas  R  Dowd. 
Stephen  R  Lebron.  Fidel  Lee.  Jody  A.  LoGrasso.  Jose  L.  Martin, 
Jane  M  Perkinson.  Edgardo  Torres.  Karen  Turok,  Use  V  Walton 
(Makeup  editors)  Donald  C.  Pearson  (Traffic  manager) 
SYSTEMS:  Thomas  L.  Morgan  (Director);  Mane  Brown-Bryant, 
Stephanie  Rossi,  Marta  Skrel|a.  Craig  Sturgis 
BUSINESS  WEEK  ONLINE:  Michael  Mercurio  (Managing  editor),  A.  Peter 
Clem  (Web  production  manager),  John  A  Dierdorff  (Consulting  editor) 
CORRESPONDENTS:  Atlanta:  David  Greising  (Mgr.),  Nicole  Hams  Boston: 
Mark  Maremont  (Mgr.).  Paul  C  Judge.  Geoffrey  Smith  Chicago: 
Richard  A.  Meicher  (Mgr ).  Greg  Burns,  Susan  Chandler.  Petei  Elstrom, 
Ron  Stodghill  II.  Cleveland:  Zachary  Schiller  (Mgi )  Connecticut:  Tim 
Smart  (Mgr ),  Susan  Jackson  Dallas:  Wendy  Zellner  iMgr ),  Stephanie 
Anderson  Forest  Detroit:  Kathleen  Ken«in  (Mgr.),  Keith  Naughton.  Bill 
Vlasic  Houston:  Gary  McWilliams  (Mgr )  Los  Angeles;  Ronald  Grover 
(Mgr  ),  Larry  Armstrong  (Sr  Correspondent),  Nanette  Byrnes,  Eric 
Schine  Miami:  Gail  DeGeorge  (Mgr  )  Philadelphia:  Joseph  Weber 
(Mgr.)  Pittsburgh:  Stephen  Baker  (Mgr ).  San  Francisco:  Kathy  Rebello 
(Mgr.),  Peter  Burrows,  Joan  O'C  Hamilton.  Linda  Himelstein.  Robert  D 
Hof  Washington;  Owen  Ullmann  (Sr.  News  Editor),  Douglas  Harbrecht 
(News  Editor).  Amy  Banett,  Amy  Borrus.  John  (!^rey  (Sr  conespondent), 
Stan  Crock.  Christina  Del  Valle.  Richard  S.  Dunham,  Dean  Foust,  Susan 
B  Garland.  Howard  Gleckman  (Sr.  correspondent),  Mark  Lewiyn,  Paul 
Magnusson,  Mike  McNamee,  Mary  Beth  Regan,  Michael  Schroeder, 
Stephen  H.  Wildstrom  (Technology  &  You),  Catherine  Yang.  Bonn:  John 
Templeman  (Mgr.),  Karen  Lowry  Miller,  David  Woodruff  Hong  Kong; 
Joyce  Barnathan  (Mgr ),  Mark  L  Clifford,  Pete  Engardio  London; 
Paula  Dwyer  (Mgr ),  Julia  Flynn  Mexico  City:  Gen  Smith  (Mgr ) 
Moscow;  Peter  Galuszka  (Mgr ).  Paris:  Stewart  Toy  (Mgr  ),  Gail 
Edmondson,  Bill  Javetski  Rome:  John  Rossant  (Mgr )  Tokyo;  Brian 
Bremner  (Mgr ).  Steven  V  Brull.  Edith  Updike  Toronto;  William  C 
Symonds  (Mgr  ) 

EDITORIAL  SERVICES:  Broadcasting:  Ray  Hoffman.  Business  Manager; 

Barbara  Boynton  Information  Sen/ices:  Jamie  B.  Russell  (Director), 

Jacqueline  Richardson  (Mgr  ).  Judi  Crowe  (Asst   editor),  Debra 

Dreskin,  Heather  Hartley,  Fred  Kalzf^nberg,  Karen  Stevens.  Office 

Manager;  Roselyn  Kopit  Public  Relations;  Christine  Summerson 

Josephine  Coppola   Readers  Report:  Yvette  Hernandez  Repnnt 

Permission:  Janet  Gonzalez 

PUBLISHER:  David  G  Perm 

SR.  VP,  OPERATIONS:  Gary  B  Hopkins 

SR.  VP,  ADVERTISING  SALES:  William  P  Kupper  Jr. 

VP,  CONSUMER  MARKETING/CIRCUUTION:  Steven  R  Aster 

VP,  STRATEGIC  PLANNING  &  DEVELOPMENT:  Kimberly  Greer 

VP,  MARKETING:  Harold  K  Somerdyk 

VPs,  SALES:  Constance  E   Bennett  (Ea  stern  Region),  Dan  Dunn 

(Midwestern  Region),  Louis  R  Mohn  (Western  Region) 

VP,  STRATEGIC  PROGRAMS:  James  H.  McGraw  IV 

VP,  SALES  DEVELOPMENT:  Mark  A.  Flinn 

VP,  MANAGING  DIRECTOR/ASIA:  Harold  J.  Berry  III 

VP,  EUROPEAN  ADVERTISING  SALES:  Fritz  Krusetjecker 

VP,  TECHNOLOGY:  Thomas  J  Reed 

CONTROLLER:  Gary  M  Singer 

DIRECTOR.  ADVERTISING  BUSINESS;  Linda  F.  Can/alho 

DIRECTOR.  PRODUCTION  &  SALES  SERVICES;  Mario  J.  Talluto 


ON  HARASSMENT 
AT  ASTRA 


Thank  you  very  much  foi'  your  ex- 
pose "Abuse  of  power"  (Cover  Story, 
May  13).  Now,  the  rest  of  the  worW 
knows  what  each  Astra  iiSA  employee 
knows:  c;eo  Lars  Bildman  belongs  in  the 
Dark  Ages,  when  men  clubbed  women 
and  dragged  them  back  to  the  cave,  not 
running  a  multimillion-dollar  company 
in  the  '90s!  [Bildman  was  suspended  on 
Apr.  28.]  My  experience  at  Astra  so 
soured  my  view  of  the  pharmaceutical 
industry  that  I  have  left  the  field  alto- 
gether, after  trying  hard  to 
get  a  highly  sought-after 
position  for  years.  Shame 
on  [parent  company]  Astra 
AB  for  turning  a  blind  eye 
to  Lars's  behavior  for  the 
past  15  years!  Weren't  the 
complaints,  threatened  le- 
gal action,  settlements,  and 
actual  lawsuits  from  so 
many  female  employees 
enough?  It's  sad  that  it  had 
to  take  a  national  media 
campaign  to  get  Bildman  removed! 

Terri  Stephens 
Mesa,  Ariz. 

I  agi'ee  with  everything  in  this  arti- 
cle. I  started  at  Astra  in  1990  and  left 
in  June,  1995,  on  good  tenns.  I  experi- 
enced many  abuses  of  power  I  was  at 
the  meeting  with  Maura  Lynch  when 
we  discussed  organi2dng  a  support  group 
to  help  women  who  felt  abused  and  un- 
empowered.  The  women's  gi'oup  wanted 
me  to  represent  them,  and  I  chose  not 
to  for  fear  of  being  fii'ed.  I  am  happy 
that  this  scandal  has  now  made  the 
press.  No  one  would  believe  me  when  I 
told  them  the  type  of  stress  I  endured. 
[A  friend  of  mine  and  I]  were  the  only 
African  Ameiicans  in  the  sales  force, 
and  we  experienced  many  sales  reps 
coming  into  our  room  crying  about  the 
sexual-harassment  experiences  as  well 
as  the  stress  put  upon  them  by  Astra. 
Congi'atulations  for  exposing  Astra. 

Michele  Abernathy-Moore 
Florissant,  Mo. 


Such  thorough  investigative  joumai 
ism  would  be  appreciated  at  any  timn 
but  coming  on  the  heels  of  last  weel- 
snide  Forbes  cover  story  deprecatir 
the  topic  of  sexual  harassment,  yoi 
thoughtful  exposition  of  the  profour 
haiTn  to  victims  at  Astra  was  especialll 
welcome. 

Lynn  Hecht  Schafra 
DirectQ 

National  Judicial  Educatio 
Prograi] 
NOW  Legal  Defense 
Education  Fur 
New  Yor 


BusinessWeek 


ABUSE  OF 
POWER 


"SHAME  ON  ASTRA" 

"Lars  Bildman  belongs 
in  the  Dark  Ages,  when 
men  clubbed  women 
and  dragged  them  back  I 
to  the  cave,  not  running | 
a  multimillion-dollar 
company  in  the  '90s." 

As  a  former  sales  representative  fq 
Astra  USA,  I  would  like  to  thank  you  fq 
outlining  the  honific  culture  that  is  A^ 
tra.  In  their  heart  of  hearts,  all  cuirer 
and  previous  Astra  employees  kno^ 
that  you  have  bai'ely  scratched  the  si; 
face  of  the  behavior  that  exists  in  tl 
company.  Let  me  point  out  that  I  ai| 
not  a  disgruntled  former  Astra  emploj 
ee.  But  I  am  very  thankful  for  the  dal 
this  nightmare  ended  for  me.  I  hav| 
moved  on  to  a  very  successful,  rewarc 
ing  career. 

Mary  Cavl 
Eden  Prairie,  Minif 

Readers  of  yoiu-  gripping  Cover  Sti 
ry  on  rampant  sexual  abuse  at  Astr 
are  entitled  to  ask:  "Where  were  thl 
independent  directors?"  Time  afte| 
time,  companies  in  obvious  trouble 
one  kind  or  another — such  as  Morr 
son  Knudsen,  IBM,  Westinghouse  Elec 
trie.  General  Motors,  etc. — are  pre 
sured  by  their  banks,  their  credi 
agencies,  their  shareholders,  or  thei 
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SOME  SEE  A  SMOKESTACK  INDUSTRY. 
SEE  SHIFTING  ENVIRONMENTAL  REGULATION,  CAPITAL  RESTRUCTURING  AND  FUTURE  HEALTHCARE  LIABILITY. 


Managing  your  company  in  a  hostile  world  takes  a 
tner  who  can  see  beyond  the  obvious.  AIG  is  uniquely 
e  to  protect  you  because  we  have  a  clear  understanding 
isk,  no  matter  what  lorm  it  takes. 

Since  threats  to  your  business  come  from  manv  dif- 
ent  dn'ections,  we  oiler  expertise  not  only  m  insurance, 
t  in  managing  total  marketplace  risk.  With  olHces 
ipproximately  130  countries  and  jurisdictions  through- 
:  the  world,  AiG  has  an  unmatched  knowledge  ol  local 
iclitions  and  regulations  garnered  during  75  years  ot 


intei  national  operation.  In  fact,  /\1G  is  the  only  worldwide 
insurance  and  hnancial  organization  that  helps  you  manage 
all  your  business  risk  and  preserve  shareholder  value 
through  a  broad  range  ol  customized  services.  Services  like 
environmental  engineering,  global  claims  management  and 
political  assessment.  And  we've  got  the  top  financial  ratings  to 
back  us  up.  So  AIG  not  only  sees  what  s  out  there,  but 
has  the  strength  to  help  you  do  something  about  it. 


AIG 


WORLD  LEADERS  IN  INSURANCE  AND  FINANCIAL  SERVICES 

American  internalional  Group,  inc  ,  Dept  A,  70  Pine  SIteet,  New  York,  NY  10270 
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employees.  But  not  their  directors.  This 
sort  of  thing  should  be  a  national  scan- 
dal. Directors  are  paid  to  detect  and 
correct  problems,  but  either  their  fi- 
nancial or  other  conflicts  or  their  im- 
mei'sion  in  the  coqjorate  mind-set  seem 
to  prevent  it. 

Sarah  A.  B.  Teslik 
Executive  Director 
Council  of  Institutional  Investors 
Washington 

Your  attempted  hatchet  job  on  Astra 
USA  read  like  one  of  Coswo'a  trash  nov- 
els, especially  the  way  executives  were 
described  as  suddenly  appearing  in 
robes  while  the  supposedly  innocent 
women  wrestled  with  thoughts  of  how 
they  might  escape  from  the  clutches  of 
the  evil  brand  manager.  Lars  Bildman 
deserves  only  gratitude  fi-om  employ- 
ees. He  has  continued  to  gi"ow  his  com- 
pany and  increase  jobs  for  Americans, 
even  in  what  has  become  a  fiercely  liti- 
gious U.S.  culture. 

The  underlying  message  from  your 
aiticle  is  clear:  American  women  will 
turn  against  a  company  without  warn- 
ing. They  have  no  sense  of  loyalty  and 
will  quickly  bray  "harassment"  if  they 
perceive  a  competitor  may  have  out- 
maneuvered  them.  U.S.  companies 
should  avoid  hiring  American  women, 
and  Lars  Bildman  should  have  brought 
the  Swedish  bikini  team  on  board  to 
peddle  his  drags. 

J.  Tyler  Ballance 
President 
Enviroimpact  Inc. 
Hampton,  Va. 

I  am  sick  and  tired  of  reading  an- 
other biased  corporate  harassment  sto- 
ry. Your  account  of  the  alleged  sexual 
tales  of  woe  seems  to  be  mostly  based 
on  hearsay  from  Astra's  disgruntled 
employees.  The  article  stunk  of  some- 
one who  was  eager  to  do  an  investiga- 
tive report  and  slanted  every  comment 
to  his  liking.  I  do  not  know  anything 
about  Astra  usA,  but  I  can  spot  a  ter- 
rible journalist.  I  doubt  that  business 
WEEK  could  hold  up  to  the  same  type 
of  bias  investigation  as  was  reported 
against  Astra. 

Paul  Payton 
Blue  Bell,  Penn. 

SGS  AND 

HOLOCAUST  CASH  

I  object  to  the  way  the  name  of  sGS 
Societe  Generale  de  Surveillance  was 
mentioned  in  "More  evidence  of  hidden 
Holocaust  cash"  (News:  Analysis  & 
Commentary,  May  6).  You  lead  readers 


CORRECTIONS  &  CLARIFICATIONS 

In  "Sony's  new  world"  (Information  Pro- 
cessing, May  27),  Nobuyuki  Idei  was  incor- 
rectly identified  as  CEO  of  Sony  Corp.  He  is 
president  and  chief  operating  officer.  Chair- 
man Norio  Ohga  retained  the  CEO  title  when 
he  tapped  Idei  for  president  in  April,  1995. 


to  suspect  that  SGS  would  retain  asse 
of  Holocaust  victims.  The  182  accoun 
mentioned  in  your  article  do  not  rela 
to  "hidden  Holocaust  cash"  but  to  fun< 
mostly  arising  from  business  transa 
tions  that  were  kept  by  SGS  durii 
World  War  II.  These  funds  were  r 
turned  to  their  beneficial  owners- 
far  as  we  can  ascertain  from  the  fili 
still  available  from  that  time.  Indee 
these  names  were  disclosed  on  a  con 
dential  basis  to  the  U.S.  authorities  I 
the  company  itself  in  order  to  he 
them  trace  Nazi  assets  in  Switzerlai 
in  the  context  of  "Operation  Safehaven 
The  Office  of  Strategic  Services  repo 
that  was  dated  July,  1945,  describes  oi 
company  as  being  "very  cooperative 
in  this  context. 

The  company  at  the  time  was  mn 
my  grandfather,  Jacques  Salmanowit 
Born  in  Latvia  to  a  Jewish  family,  1 
gave  immense  and  continuous  suppo 
and  help  to  his  friends  and  his  businei 
acquaintances  whose  lives  and  asse' 
were  threatened  by  the  Nazis  in  occ 
pied  Europe. 

Elisabeth  Salina  Amori: 
Chairmj 
S( 
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IN   /\    PERFECT  WORLO, 
EVERYTHING   WOULD  BE 
VyVLUE  PRICED- 


It  certainly  would  make  life 
^ier.  But  for  the  time  being,  you'll 
ind  General  Motors  Value  Pricing 
)nly  on  our  cars  and  trucks. 

You  know  the  deal.  All  the 
eatures  people  ask  tor  most.  Like 
mti-lock  brakes.  Airbag.  A/C. 
\nd  24-hour  roadside  assistance. 

Even  a  3-year, 
36,000  mile 
bumper-to- 
3umper  limited  warranty  with 
lo  deductible.  All  included,  and 
nore,  for  one  low  sticker  price. 

Now  any  number  ot  auto 
nakers  will  charge  you  extra  for 
hat  stufh  So  a  fairly  decent  base 
Drice  can  get  ugly  rather  qui  ckly 

But  not  at  GM.  And  that's 
:he  beauty  of  the  plan.  Since  you 
Jready  know  what  you  're  getting, 
;here's  no  need  for  haggling  or  hard 
sell.  Instead,  take  your  pick  from  over  85  different  General  Motors  Value  Priced  c^irs  and  trucks. 

It  may  be  quite  a  while  before  you  see  a  Value  Price  sticker  on  Otis  (the  Labrador  retriever) 
But  you'll  discover  a  simpler  way  to  shop  for  a  new  car  at  your  General  Motors  dealer,  today. 

General  Motora 

Chevrolet   •    CMC   Truck   •    Pontiac   •    Oldsmobile   •    Buick   •  Cadillac 


We  put  our  heads  together 
and  created  something  suite. 


Announcing  the  biggest  idea  in  manufacturing 
automation  since  the  Industrial  Revolution: 
The  Wonderware'  Factory  Suite  "  now  runs 
on  the  Microsoft*  BackOffice  Suite'.' 

This  heady  combination  of  applications 
software  and  server  products  will  bring  a 
new  revolution  in  productivity  to  factories 
everywhere.  With  breakthroughs  in  cost- 
effectiveness  for  every  kind  of  operation  - 
from  discrete  manufacturing  to  continuous 
process  to  batch  production  environments. 

The  innovation  begins  withWonderware's 
comprehensive  family  of  factory  automation 
software  products.  We've  unified  many 
different  application  solutions  and  designed 
them  to  run  in  a  client/server  environment. 
Each  Wonderware  product,  including 
Wonderware  InTrack!,  LiTouchj  InBatch, 
InSupport' '  and  SPCj'  is  object-oriented, 
extremely  powerflal  and  remarkably  easy  to  use. 

Next,  there's  the  Microsoft  BackOffice  - 
an  integrated  family  of  server  software 


including  SQL  Server^  Windows'  NT'  Server, 
Systems  Management  Serverj'  SNA  Server'" 
and  Mail  Server."  It's  all  built  around  a 
graphical  set  of  tools  that  makes  managing 
any  Wonderware  application  a  breeze. 

That  means  users  and  systems  integrators 
can  create  affordable,  scalable  manufacturing 
solutions,  while  connecting  manufacturing 
applications  with  office  systems  including 
MRP  and  financial  management. 

You'll  close  the  gap  between  corporate  and 
plant  floor  information  systems  and  create 
some  head-turning  productivity  of  your  own. 

To  find  out  how  we're  putting  things 
together  for  you,  call  Wonderware  at 
714-727-3200,  fax  us  at  714-727-3270,  e-mail 
us  at  Parmers22({([!Wonderware.com,  or  find  us 
on  the  Web  at  http://www.wonderware.com. 


And  discover  who's 
heading  up  the  new 
Industrial  Revolution. 


INDUSTRIAL  STRENCTH  SOFTWARE 
THAT'S  FUN  TO  USE 


©1996  Wonderware  Corporation.  All  rights  reserved,  Wonderware  is  a  registered  trademark  of  Wonderware  Corporation.  Wonderware  Factory  Suite, 
InTrack,  InTouch,  InBatch,  InSupport  and  SPC  are  trademarks  of  Wonderware  Corporation.  Microsoft  is  a  registered  trademark  of  Microsoft  Corporation. 
BackOffice,  SQL  Server,  Windows  NT  Server,  Systems  Management  Server,  SNA  Server  and  Mail  Server  are  trademarks  of  Microsoft  Corporation. 
This  illustration  is  a  representation  of  how  Wonderware  and  Microsoft  are  working  together  to  provide  integrated  industnal  automation  solutions. 


Save  25%-70%  on 
Your  Life  Insurance, 
in  the  Time  It  Takes  to 
Read  This  Ad. 


Find  Out  How  Much 
in  Just  Two  Minutes 

  Sounds  incredible,  doesn't  it. 

Yet,  with  just  a  two-minute  phone  call,  you  could  save  hundreds  of 
dollars  a  year  on  your  life  insurance.  In  fact,  with  the  exclusive, 
low-cost  policies — available  only  through  SchwabLife  "  lasurance 
■?   Services — you  could  save  an  impressive  25%-70'/o  on  premiums.' 

A  whole  new  way  to  buy  life  insurance.  Tliere's  more  to  SchwablJfe  than  just  savings. 
We've  made  buying  life  insurance  simple,  too.  By  streamlining  the  buying  process, 
most  applic£itions  can  be  completed  over  the  phone  in  about  15  minutes.  There  are 
no  agent  visits.  No  high-pressure  selling.  And  no  complicated  paperwork. 


And  to  iissure  you  quality  coverage,  we've  selected  Great-West  Life  & 
Annuity  Insurance  Company  to  issue  and  underwrite  these  policies.  GUARANTEE* 
Great-West,  one  of  the  most  highly  rated  life  insurance  companies  in  the       *L  ^ 
country  ranks  in  the  top  1%  of  all  rated  life  insurance  companies.- 

You  won  'I  find  a  lower-priced 
policy  from  an  insurance 

To  see  how  much  you  could  be  saving  """/^f'v  rated  tins  ingir 


Call  now  for  a 
Two-Minute  Easy  Quote. 

1-800-892-0292 

SchwabI 


with  SchwabLife  Insurance  Services,  call  for  a 
Two-Minute  Easy  Quote  and  compare  these  low 
rates  to  what  you're  currently  paying.  New 
SchwabLife.  Simple.  Inexpensive.  Exactly  what 
you'd  expect  from  Charles  Schwab. 


Charles  Schwab 


l.Ba.sed  on  a  survey  coiKlucti^l  l)y  (jreat-WesI, 3/1)6,  IHoids  the  top  ratings  from  AM  Best  (A-H-), Standard  &  Poor's  (AAA), and  Duff  &  Ptielps  (AAA), and  ttiu  third-highest  ratint 
from  Moody's  (Aa2).  Rating  information  as  of  4/9(i,  ''You  can  return  the  policy  within  30  days  of  receipt  for  a  full  refund. 
Policies  underwritten  by  Great-West  Life  &  Annuity  Insurance  Company 

©1996  Policies  distrilnited  by  Charles  Schwab  &  Co,.  Inc,  All  rights  reserved.  Member  SIPC/NYSE,  r6/96) 


Books 


LSE  IMPRESSIONS 

;  Hunt  for  Big-Time  Art  Fakes 

Thomas  Moving 

ion  &  Schuster  •  366pp  •  $25 


M,  ABOUT  THAT  MONET 
>N  YOUR  WALL... 


'n  his  scathing  1993  tattletale  ac- 
count of  his  tenure  as  director  of 
.the  Metropolitan  Museum  of  Art, 
iking  the  Mummies  Dance,  Thomas 
ving  opined  that  it  isn't  sufficient  for 
nuseum  chief  to  be  a  connoisseur, 
lolar,  and  administrator.  Other  essen- 
\  attributes,  he  argued,  inchide  "gun- 
iger,"  "legal  fixer,''  and  "accomplice 
uggler."  Now,  in  False  Impressions: 
z  Hunt  for  Big-Time  AH  Fakes,  Hov- 
■  demonstrates  in  revealing  and  of- 
1  wicked  anecdotes  why  a  museum 
der  needs  a  touch  of  larceny  in  the 
il  or  at  least  a  keen  understanding  of 
'  larcenous  heart. 

[n  this  new  book,  Hoving  takes  his 
lal  delight  in  serving  up  shocking 
es  about  revered  institutions.  He 
ided  the  Met  from  1967  to  1977  and 
ved  an  earlier  term  as  a  curator  for 
dieval  art.  Hoving  now  claims  that 
•haps  40%  of  the  works  he  evaluated 
d  some  he  bought)  were  fakes.  He 
efully  describes  the  scam  artists  who 
;ularly  cheat  the  Met,  the  J.  Paul 
;ty  Museum  in  Mahbu,  Calif.,  the  Na- 
lal  Gallery  in  London,  and  other  au- 
;t  collections  out  of  miUions.  He  pil- 
ies  the  museum  boards  and  scholars 
ose  greed,  egotism,  and  complacency 
!t  the  scams.  And,  as  is  his  wont,  he 
nes  names  and  mercilessly  assigns 
gment.  One  juicy  tidbit:  He  finds 
nvincing"  a  French  scholar's  argu- 
nts  that  Van  Gogh's  Sunflowers,  for 
ich  Japan's  Yasuda  Marine  paid  $39.9 
lion  in  1987,  is  really  the  work  of 
!  of  Van  Gogh's  students. 
Coving's  most  interesting  tales,  how- 
ir,  are  about  art  counterfeiters  he 
1  known.  Now  65,  he  met  his  first, 
!  Frank  X.  Kelly,  in  the  course  of  a 
lege  summer  job  in  the  interior  de- 
n  department  at  the  Bonwit  Teller 
)artment  store,  in  which  Hoving's  fa- 
r  had  a  controlling  interest.  Kelly, 
0  also  did  work  for  Bonwit,  was  a 


painting  restorer  whose  sideline  was 
doing  knockoffs  of  Impressionist  paint- 
ings. Among  Kelly's  tips  for  avoiding 
detection:  Paint  over  old  canvases  scav- 
enged from  antique  shops,  combine  ele- 
ments from  existing  works  but  never 
copy  them  exactly,  and  paint  fast,  be- 
cause a  lack  of  spontaneity  is  a  dead 
giveaway  of  a  fake. 

Bad  boy  that  he  is,  Hoving  provides 
a  further  twist  to  this  tale:  Many  of 
Kelly's  works,  he  alleges,  are  still  extant 
and  undiscovered  in  private  collections. 
He  saw  two  just  last  year, 
he  says,  in  prominent  New 
York  galleries  (he  doesn't 
say  which).  And  he  con- 
tends that  at  a  1968  recep- 
tion chez  Joan  Sutherland, 
five  of  the  diva's  25  Impres- 
sionist paintings  on  display 
were  Kelly's.  Characteristi- 
cally, Hoving  only  hinted  to 
her  at  the  time  that  he 
thought  the  works  were 
fakes.  She'll  get  the  news, 
he  implies,  from  his  book. 

There  are  plenty  of  other 
mischievous  stories.  One  of  the  most  in- 
volved starts  with  a  1986  research  trip 
by  Hoving  to  the  Getty  Museum.  Upon 
seeing  a  rare  intact  Greek  kouros,  a 
6th  century  B.  C.  statue  of  a  youth  for 
which  the  Getty  had  paid  millions,  Hov- 
ing immediately  concluded  it  was  a  fake. 
Teaming  up  with  a  British  journalist, 
he  quickly  traced  the  scam  to  Jiri  Frel, 
an  "electrically  persuasive"  Getty  cura- 
tor who  had  once  worked  for  him  at 
the  Met.  Frel  viewed  the  Getty's 
trustees  as  "intellectual  cripples,"  Hov- 
ing says,  and  to  prove  his  point,  foisted 
thousands  of  dubious  works  on  the  mu- 
seum— for  a  tab  totaling  .$14  million. 
Hoving  implies  that  Frel  and  ait  dealers 
profited  from  the  scheme,  but  he  doesn't 
prove  this  point.  Tlie  kouros  is  now  dis- 
played with  a  label  saying  it  may  be 


modern;  Hoving  delights  in  quoting  the 
many  experts  who  once  testified'to  its 
authenticity. 

And  why  does  Hoving  contend  that 
any  museum  director  worth  his  salt 
should  count  on  being  an  "accomplice 
smuggler"  and  a  "legal  fixer"?  According 
to  him,  museums  spend  no  small  amount 
of  time  tiTydng  to  spiiit  artwork  and  ar- 
tifacts out  of  such  places  as  Greece, 
Turkey,  Mexico — even  Britain  and 
France — without  getting  caught  by  au- 
thorities. In  one  tale,  he  describes  himself 
as  busily  trying  to  figure  out  how  to  get 
a  rare  14th  centuiy  Madonna  and  Child 
out  of  an  Austrian  church  and  back  to 
the  Met — only  to  discover  just  in  time 
that  the  dealer-friend  who  brought  the 
statue  to  his  attention  is  tiying  to  foist  a 
fake  on  him.  It's  really  an  altered  later 
work  planted  at  the  chui'ch  by  the  deal- 
er's cousin,  a  sacristan  there. 

Fascinating  as  it  is.  False  Impressions 
shares  many  of  the  weaknesses  of  Mum- 
mies. Hoving  can't  resist  the  unkind  lu- 
mor.  (In  one  aside,  he  claims 
that  a  secretary  always 
called  to  wam  the  staff  at 
the  Met  Ubi-aiy  when  Fi'el,  a 
notorious  hai'asser  according 
to  Hoving,  was  coming 
there.)  And  there's  a  ques- 
tion about  how  much  of  all 
this  to  believe.  In  Mummies, 
after  all,  Hoving  admitted  to 
"embellishing"  his  essay  for 
the  Met's  controversial  1969 
Harlem  on  My  Mind  photo 
show  by  making  up  a  stoiy 
that  his  family  had  a  black 
chauffeur.  Hoving  adds 
verisimilitude  to  his  tales  by  pilloi-ying 
himself  along  with  everyone  else,  but 
one  always  has  the  nagging  feeling  that 
he's  teUing  only  part  of  the  stoiy. 

What's  more,  this  book  lacks  some  of 
the  manic  verve  and  vivid,  if  often  cni- 
el,  characterization  of  Mummies.  To 
business  readers,  part  of  what  made 
the  previous  work  appealing  was  the 
sketches  of  such  legendary  figures  as 
Wall  Street's  Robert  Lehman,  as  well  as 
behind-the-scenes  tales  of  the  role  busi- 
ness executives  took  in  nxnning  the  Met. 
There's  less  of  that  here.  But  there  are 
lots  of  dazzling  anecdotes.  Just  don't 
take  them  as  gospel. 

BY  THANE  PETERSON 
Art  lover  Peterson  has  spent  many 
hours  roaming  the  halls  of  the  Met. 


maid  and 


HOVING'S  GOSSIPY  TOME  SKEWERS  COLLECTORS 
^ROM  JOAN  SUTHERLAND  TO  THE  GETTY  MUSEUM 


Whatever  happened 

to  the 
3  martini  lunch? 

Heck, 
whatever  happened 


You  probably  have  days  when  lunch  is  so  tar  flow.  Then  they'll  offer  efficient,  economical 

from  your  "To  do"  list  that  it's  in  another  solutions  for  producing  everything  from 

time  zone.  Well,  lunch  may  again  become  thousands  of  brochures  to  proposals  and  color 

a  regularly  scheduled  event  due  in  part  to  presentations.  Your  Account  Manager  can 

Kinko's  Corporate.  -^-^  It's  an  array  of  also  arrange  pick-up  and  deliver)'.  Wliat's  more, 

products  and  services  that  meet  the  stringent  with  Kinko's  international  videoconferencing 

needs  of  corporate  customers.  And  you'll  have  network  (one  of  the  world's  largest),  you  can 

more  time  to  do  what  you  do  best  while  you  out-  do  more  business  and  less  business  traveling, 

source  the  rest.  A  Kinko's  Corporate  Account  Who  knows?  You  might  get  to  take  a  whole 

Manager  will  analyze  on-site  your  document  hour  for  lunch.  -^--^  No  wonder  every  day 

production  needs,  distribution  and  work  more  than  200,000  businesses  use  Kinko's. 


The  new  way  to  office." 


foR  More  Information,  Visit  Our  Web  Site:  http://www.kinkos.com 

"J         kinkns.  I,K  All  righcs  reicncd,  Kinktn  is  j  regwcrcj  irjjinijik  nt  Kinkus  l.rjphks  I  nrpoij.ic.n  ,inj  i  .  used  bi  pL-rmisMun  Aa.iunt  M.iii.iktn  ji.iilablc  in  nin,i 


Technology  &  You 


BY  STEPHEN  H.  WILDSTROM 

 ■  

THE  SUBNOTEBOOK 
SOLUTION:  WIDTH 


IBM's  ThinkPad 
doesn't  sacrifice 
screen  or  keyboard 
size  for  portability 

Ever  since  the  fu-st  lap- 
top computers  ap- 
peared in  the  mid- 
1980s  weighing  a  hefty  12 
pounds  or  so,  buyers  have 
been  longing  for  something 
lighter.  But  not,  it  turns  out, 
so  much  smaller  that  featui-es 
had  to  be  sacrificed.  Subnote- 
book  computers  weighing 
less  than  five  pounds  have 
been  around  for  a  few 
years.  But  they've  been 
stuck  in  a  niche.  The  mass 
market  decided  that  while 
light  and  compact  were  nice, 
internal  floppy  drives,  big 
screens,  and  full-size  key- 
boards were  nicer. 

Now,  IBM  is  jumping  back 
into  a  market  where  it  and 
rival  laptop  makers  had  tech- 
nical success  but  so-so  sales. 
"We  did  a  lot  of  research  to 
find  out  why,"  says  Per 
Larsen,  IBM  PC  Co.  vice-pres- 
ident for  mobile  computing. 
"There  ai-e  two  things  the  au- 
dience won't  trade  off:  screen 
size  and  the  keyboard." 
PRICE  TO  PAY.  The  result  of 
that  market  research,  along 
with  some  breakthroughs  in 
miniaturization  of  disk  drives 
and  other  components,  is  the 
new  ThinkPad  5(50.  It  aban- 
dons the  old  subnotebook 
goal  of  a  smaller  overall  pack- 
age, becoming  the  fii'st  model 
to  adopt  a  new  "thin,  wide" — 
and  light — design.  The  560  is 
more  than  half  an  inch  wider 
than  a  standard  notebook,  al- 
lowing lots  of  room  for  the 
keyboard.  But  it  is  only  1.2 
inches  thick,  at  least  half  an 
inch  less  than  a  typical  com- 


petitor. It  weighs  in  at  just  a 
hail'  over  foui'  pounds,  and  an 
external  power  adapter  that's 
a  bit  bigger  than  a  deck  of 
cards  adds  only  about  five 
ounces. 

The  benefits  of  the  new 
"form  factor,"  as  designers 
call  it,  are  apparent  as  soon 
as  you  open  the  case.  The 
display,  either  a  12.1-inch  ac- 
tive matrix  or  an  11.3-inch 
passive  matrix, 
are  as  big  as 
any  on  the  iS^^^^-^ 


The  Thin  IBM 
ThinkPad  560 

PROCESSOR: 

Pentium,  100,  120,  or 
133  MHz 

MEMORY: 

8  megabytes  standard, 
40  MB  max 

HARD  DISK: 

810  MB-1.08  GB 

DISPLAY: 

11.3-mch  passive  matrix, 
12.1-inch  active  matrix 

SIZE: 

11.5-in,  wide,  9,7-m, 
deep,  1.2-in.  thick 

WEIGHT: 

4.1  lb. 

PRICE: 

$2,699-$4,199 

OAIA  IBM  PC  CO 


market.  The  high-quality  key- 
board is  larger-  than  those  on 
most  "full  size"  laptops. 

Of  course,  a  package  this 
tliin  and  light  required  trade- 
offs somewhere.  There's  no 
internal  floppy  drive — an  ex- 
ternal unit  is  included — and 
no  CD-ROM  drive.  While  stan- 
dard notebooks  now  offer 
hard  drives  of  up  to  2  giga- 
bytes, the  ultrathin  drive 
used  in  the  560  maxes  out  at 
just  over  1  GB.  The  sound  is 
serviceable,  but  no  more.  And 
the  exotic  components  make 
upgrades  expensive:  A  1-gb 
hard  drive  costs  $1,009,  twice 
the  price  of  a  conventional 
laptop  drive  of  that  capacity, 
and  memory  costs  $389  for 
an  8-MB  upgi'ade. 
SPEED  LIMITS.  The  capacity  of 
batteries  is  proportional  to 
size,  too:  The  560  can  eke 
about  three  hours  of  use  out 
of  a  charge  of  its  lithium  ion 
battery,  compared  with  four 
hours  or  more  for  bigger, 
heavier  laptops.  My  test  unit, 
while  speedy  enough  for  all 
the  uses  the  notebook  is  like- 
ly to  be  put  to,  felt  a  bit 
sluggish  for  a  120-megahertz 
Pentium. 

Nor  is  the  ThinkPad 
560  the  best  choice  for 
people  who  want  a  lap- 
top as  their  only  com- 
puter. IBM  offers  a  $179 
poit  replicator  to  sim- 
l)lLfy  attacliing  a  keyboard  and 
monitor,  but  no  multimedia 
docking  station  is  available. 

Still,  for  road  warriors  who 
regard  portability  as  the 
greatest  virtue  in  a  laptop, 
the  new  ThinkPad  is  an  ex- 
cellent choice.  Although  wider 
and  deepei'  than  traditional 
subnotebooks,  its  extreme 
thinness  makes  it  easy  to  slip 
into  a  briefcase  or  bag.  It  has 
all  the  power  most  travelers' 
tasks  require,  and  the  big 
screen  and  outstanding  key- 
board make  it  a  delight  to 
use.  With  additional  thin,  wide 
models  on  the  way  fi'om  Com- 
paq Computer  Corp.  and  oth- 
ers, it  looks  as  if  the  ultra- 
portable  is  going  to  get 
another  chance  to  make  the 
big  time. 


BULLETIN  BOARD 


PLUG-INS 
VIRTUAL  ARCADE  VISIT 

The  thrills  aren't  cheap,  but 
for  about  $895,  game  players 
can  enjoy  arcade-style  virtual 
reality  at  home  on  their  pes. 
VFXi  Headgear  from  Forte 
Technologies  (716  427-8595) 
combines  a  binocular  video 
display  and  stereo  earphones 
in  a  helmet  that  senses  the 
motions  of  your  head.  Addi- 


tional game  control  is  provid- 
ed by  a  handheld  motion  sen- 
sor called  a  CyberPuck 
(available  separately  for  $60) 
The  rig  takes  a  bit  of  getting 
used  to.  I  found  I  got  tangled 
in  cables  as  I  moved  around 
(though  by  limiting  move- 
ment, they  probably  kept  me 
from  stumbling  into  nonvirtu- 
al furniture).  A  list  of  all  the 
DOS  and  Windows  95  games 
the  system  runs  is  found  at 
http://www.fortevr.com. 


ONLINE  SERVICES 
PC  TRAVEL  AGENT 

If  you've  been  frustrated  by 
the  complexity  of  trying  to 
arrange  air  travel  online, 
check  out  America  Online's 
new  One  World  Travel  service 
(keyword:  reservations).  The 
system  offers  Windows  users 
(Macintosh  support  is  com- 
ing) an  intuitive  way  to  put 
together  an  itinerary,  then 
seeks  the  cheapest  fare  and 
writes  the  tickets.  The  One 
World  system  eventually  will 
replace  amr  Corp.'s  clunky 
Eaasy  Sabre  service  on  aol 
and  will  appear  on  the  World 
Wide  Web  this  summer. 


QUESTIONS?  COMMENTS?  E-mail  tech&you@businessweek.com  or  fax  (202)  383-2125 
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Would  you 


MIND 


for  a  moment  ? 


It's  hard  to  imagine,  but 


maybe  -you  should  take  a  few  minutes  to  think  the  unthinkable.  What 
would  happen  to  your  family?  How  would  the  mortgage  be  paid?  Who 
,  would  take  care  of  the  kids'  college  costs? 

People  with  life  insurance  have  the  answer.  It's  there  to  ensure  that  the 
people  you  care  about  are  provided  for  when  you're  not  there  to  do  it. 

Whether  you're  a  breadwinner  or  a  homemaker,  you're  indispensable.  So 
when  you  make  financial  plans  for  the  future,  think  how  life  insurance 
could  provide  for  your  family  if  anything  were  to  happen  to  you.  Because 
life  insurance  isn't  for  the  people  who  die,  it's  for  the  people  who  live. 


our  life  insurance  agent  can  give  you  a  plan  for  life.  A  plan 
hat  makes  sure  the  things  you  love  will  always  be  there  for  the 
edple  you  love.  Because  no  one  plans  to  die,  hut  everybody 
ee'ds  a  plan  for  life.  No  one  knows  this  better  than  your 
mfessional  life  insurance  agent.  Hundreds  of  people  in  your 
ommiinity  irusi  an  agent  witJi  their  families'  futures. 


EVERYBODY  NEEDS  A  PLAN  FOR  LIFE 


I.  IF  E   AND    HEALTH    I  N  S  U  R  A  N  C  E    F  O  U  N  D  A  T  ION    1^  O 


1^:  D  u  c  A  r  I  o  N 


Chrysle, 


Economic  Viewpoinii 


BY  GARY  S.  BECKER 


HOW  TO  END  WELFARE 
AS  WE  KNOW  ir-FAST 


ADVANTAGE: 

The  Earned 
Income  Tax 
Credit  helps 
more  famiUes 
than  welfare. 
And  it  could  be 
expanded 
without  hiking 
government 
spending 


Gary  S.  Becker,  the  1992  Nobel 
laureate,  teaches  at  the  University 
of  Chicago  and  is  a  Fellow  of  the 
Hoover  Institution 


It  would  be  wonderful  if  an  alternative 
to  both  a  higher  minimum  wage  and  an 
extensive  welfare  progi'am  would  sharply 
target  poor  families  without  reducing  em- 
ployment, encouraging  a  welfare  mentality, 
or  raising  government  spending.  Sound  too 
good  to  be  possible?  Such  an  alternative  is 
not  only  feasible,  but  is  already  part  of  the 
U.  S.  federal  income  tax  code:  the  Earned 
Income  Tax  Credit  (eitc). 

This  program  rewards  rather  than  penal- 
izes poor  families  with  working  members. 
In  1996,  a  family  with  two  or  more  children 
that  earned  less  than  $9,000  would  get  a 
credit  equal  to  40%  of  its  income.  For  ex- 
arnple,  a  family  with  one  member  working 
2,000  hours  during  the  year  at  the  federal 
minimum  of  $4.25  per  hour  would  receive  a 
.$3,400  credit  on  annual  income  of  $8,500. 
The  tax  credit  is  unchanged  as  incomes  rise 
from  $9,110  to  $11,900,  and  then  it  phases 
out  at  a  21%  rate  as  incomes  increase  until 
families  with  eaiTiings  of  $29,000  and  over  re- 
ceive no  tax  credit. 

Tliis  approach  has  several  advantages  over 
minimum-wage  legislation.  A  hike  in  the  min- 
imum wage  raises  unemployment  by  pricing 
inner-city  teenagers  and  other  persons  with 
few  skills  out  of  jobs.  It  also  raises  costs 
and  reduces  profits  of  smaller  companies, 
such  as  fast-food  franchises,  that  employ 
workers  with  limited  skills.  This  is  why  small 
business  is  the  main  lobby  against  hiking 
the  minimum. 

The  EITC  comes  out  of  general  tax  rev- 
enue, so  it  does  not  affect  the  incentives  of 
companies  to  employ  workers  with  few  skills. 
Empirical  studies  confirm  the  prediction  of 
economic  theory  that  the  eitc  increases  the 
labor  force  participation  and  employment  of 
people  with  low  wages  because  they  need 
to  work  in  order  to  receive  this  credit. 
FAMILY-FRIENDLY.  Another  advantage  of  the 
eitc  is  that  it  increases  the  incentives  of 
the  less  skilled  to  get  training,  because  the 
credit  adds  to  the  low  incomes  they  receive 
while  in  training.  In  contrast,  a  higher  mini- 
mum wage  removes  on-the-job  training  from 
the  reach  of  many  low-skilled  workers.  They 
are,  in  effect,  prevented  from  paying  for 
their  training  by  accepting  wages  below  the 
minimum  while  they  are  receiving  training. 

Even  economists  who  support  a  higher 
minimum  wage  admit  that  it  is  not  a  good 
way  to  attack  poverty.  This  is  because  work- 


ers who  earn  wages  at  or  near  the  min 
mum,  such  as  teens,  frequently  belong  t 
households  that  have  total  incomes  abov 
the  poverty  line — sometimes  well  above.  TY. 
eitc,  however,  depends  on  family,  not  ind 
vidual,  earnings. 

Because  it  is  unpopular  to  pay  younj 
healthy  women  for  not  working  many  stat( 
are  beginning  to  force  mothers  on  welfai 
under  the  Aid  to  Families  with  Dependei 
Children  (afdc)  program  to  work.  The  eit 
goes  even  fiu-ther  in  this  direction  by  helpin 
families  only  if  they  are  employed.  Mos 
families  under  afdc  could  be  merged  int 
the  EITC  progi'am  and  receive  governmei 
support  only  when  they  work. 
WIDE  APPEAL.  Unlike  welfare,  the  Earne 
Income  Tax  Credit  is  fully  available  to  fan 
ilies  with  both  parents  present,  even  whe 
only  one  works  and  the  other  cares  for  the: 
children.  Perhaps  the  amount  paid  as  a  crei 
it  should  be  even  greater  for  intact  fa 
lies,  since  the  tax  code  should  encoura 
families  to  stay  together. 

Studies  show  that  because  the  tax  cred 
is  available  only  to  families  with  depende 
children,  some  families  have  falsely  claime 
dependents.  The  best  solution  is  to  drop  tl 
dependency  requirement:  The  working  poc 
should  not  be  required  to  have  dependei 
children  before  they  qualify  for  help. 

The  EITC  has  been  unpopular  with  son 
congressional  budget-cutters  because  the  fe( 
eral  government  already  spends  $21  billic 
on  this  progi'am  to  help  more  than  18  milKc 
families.  However,  it  also  spends  $14  billic 
to  help  only  5  million  families  who  receive 
welfare  under  afdc,  and  state  governmem 
spend  an  additional  $12  billion. 

Clearly,  the  tax  credit  approach  hel^ 
many  more  families  than  welfare  does 
about  the  same  total  cost.  The  eitc  progra 
could  be  expanded  without  raising  total  go 
ernment  spending  if  welfare  payments  wei 
eliminated  to  women  who  could  work  ar 
replaced  by  government  benefits  under  En 
that  rise  with  earnings. 

Congress  can  greatly  reduce  welfare  "i 
we  know  it,"  and  avoid  raising  the  minimu 
wage,  by  reforming  and  even  expanding  tl 
tax  credit  for  earned  income.  This  shou 
appeal  both  to  conservatives  worried  aboi 
the  effects  of  welfare  and  minimum  wag( 
and  liberals  who  want  to  help  the  workir 
poor. 
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We  Can  Help  You  Run  Your  Empire. 
(All  1900  Square  Feet  Of  It.)  if  you  have  your 


own  business,  you  should  have  a  MasterCard  BusinessCard." 

MasterCard, 


It's  accepted  at  three  times  as  many  places    g^xi  '^^e^Q 


eceo       s  it/n  X 


as  the  American  Express*  Corporate  Card,  to  meet  more  of 


your  business  needs.  Plus,  you'll  get 


primary  car  rental  insurance  and 


medical  coverage  w^ith  a  MasterCard 


BusinessCard.  (Amex  v/on't  give  you 


that.)  But  the  best  part  is,  when  your  bill  comes,  you  decide  how 


much  of  it  you're  going  to  pay  off  that  month.  Hey,  you're  the  boss. 


MasterCard .  It's  more  than  a  credit  card.  It's  smart  moneyr  ^^^^ 

For  more  information,  call  MasterCard  hiteruatioiial  at  1-800-727-8825,  ext.  10. 

©/995  Masti'iCiini  InUruittumal  Inanporaud 


MasterCard ,  proud  sponsor  of  world  class  golf  events 


A  Lot  Of  Computers  Claim  To 
Be  The  Best.  This  One  Sends  You  It 
Health  Records  To  Prove  It. 
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The  biggest  headaches  always  seem  to  come  without  warning.  Well, 
that's  no  lonaer  the  case  when  it  comes  to  manas^ing  the  ciesktcjps  on  your 
network.  Thanks  to  Intelligent  Manageability,  found  only  on  the  Compaq 
Deskpro,  we've  revolutionized  the  way  vou  manage  and  support  your 
desktops  on  a  complex  network.  The  Compaq  Deskpro  constantly  keeps 

The  Compaq  Dc^kpro. 

p  1      r  •         ■     1  o     1     r  n*;f/j  InteUiqent  Manuqcjhtlny,  ivc'vc  rctolu- 

you  informed  of  its  vital  si^ns.  So  before  something  goes  wrong,  you 

t_   o  ^  Tioni/cJ  ihc  iia\  \ou  nianuiji^  unJ  wppoit  un/r 

desktops  on  a  network  ll  rj/so^  \otir  i.onlroI  to 

know  about  it.  And  even  better,  you're  prepared,  an  unprCKcdentcJ  kvcl 

By  taking  full  advantage  of  the  broadest  ranae  of  management  tools,  we've  redefined  the  meaning 
of  control.  And  knowledge.  Now,  status  reports  are  retrievable  right  from  the  desk  of  the  administrator, 
allowing  you  to  manage  your  entire  PC  inwntorv  from  a  single  location.  And  our  comm'itment  to  open 
standards  has  driven  us  to  develop  the  widest  range  of  industry  partners,  making  Intelligent  Manasjeability 
easy  to  integrate  into  any  network. 

More  importantly,  you'll  be  alerted  to  potential  problems — before  they  become  real  problems.  Hard 
drive  failure  is  no  longer  life-threatening.  Quite  literally,  the  Deskpro  monitors  its  internal  temperature 
while  the  IntelliSafe  hard  drive  conducts  its  own  diagnostics,  forewarning  you  of  pt)tential  failure.  .'\n(l  as  a 
preventative  measure,  critical  data  is  automatically  safeguarded  on  a  backup  tape.  .'\11  this  ai\es  vou  ample 
time  to  replace  parts  at  no  expense  under  our  Pre-Failure  Warranty."  We've  even  got  a  range  (jf  features 
that  protect  your  data  and  components — just  in  case  anyone  without  authorization  tries  to  get  hold  of  them. 

Easy  to  inventory.  Easy  to  maintain.  Easy  to  protect.  Intelligent  Manageability  offers  the  best 
desktop  management  solution  in  the  industry  and  raises  your  control  to  an  unprecedented  level.  The 
Compaq  Deskpro.  After  all,  it's  a  computer  that  constantly  checks  its  own  pulse.  C^JI^IP^^^^ 

Has   It   Changed   Your   Lite  Yet? 


Compat)  Computer  Corporation.  All  rights  reserved.  Compaq  and  Deskpro  registered  U.S  Patent  and  Trademark  Office  'As  with  all  Compaq  PCs,  Deskpro  is  ioveri<!  In  our  i  star  limited  \\.ut,ii 
le.uures  asailable  with  Compaq  Deskpro  and  independent  solusare  applications.  Other  teatures  only  available  with  Windoivs  95  The  Intel  Inside  logo  ami  Pentium  arc  registered  trademarks  ol  Ini,  I  (.  orpi 
the  U  S.  and  other  countries.  For  more  on  our  lull  line  of  Compaq  desktop  PCs.  call  us  at  l-SOn-)45-151S  or  reach  us  on  the  Web  at  usvu  ...,mpaq  com  In  e  jii.i.la.  we  can  lie  reached  at  1  SIJII  ih?  Iblh 


Economic  Trends 


BY  GENE  KORETZ 


KEEPING  OPTIONS 
UNDER  WRAPS 

Why  execs  fought  FASB  so  fiercely 

The  economic  logic  seems  unassailable: 
Since  the  pay  and  fringes  received 
by  rank  and  file  workers  are  a  business 
cost  that  is  i-ecognized  as  an  expense 
item  on  income  statements,  so  too  should 
the  big  chunk  of  top  executives'  comi:)en- 
sation  made  up  of  stock  options. 

Now  that  option  pricing  models  have 
made  it  relatively  easy  to  place  a  value 
on  options,  however,  coiporations  argxie 
that  expensing  options  would  have 
harmful  economic  effects.  By  reducing 
reported  eaiTiings,  they  say,  the  practice 
would  cause  stock  prices  to  fall  and  thus 
raise  the  cost  of  capital. 

Such  views  were  the  gist  of  the  1,700 
or  so  comment  letters  received  in  1993 
by  the  Financial  Accounting  Standards 
Board  (fasb)  when  it  finally  dropped 
the  other  shoe  and  unveiled  a  proposal 
to  make  companies  recognize  the  cost  of 
employee  options  as  an  expense.  As  a 
result  of  the  fu-estonn  of  resistance,  the 

CEOS  HIT  IT  BIG 
WITH  STOCK  OPTIONS 


MEDIAN  FACE  VALUE  OF 
OPTIONS  GRANTED  TO  CEOs 

■  350  MAJOR  U.S.  COMPANIES 


A  MILLIONS  OF  DOLLARS 
•SHARES  AT  CURRENT  MARKET  PRICE.  VALUE  BASED  ON  OPTION 
PRICING  MODELS  WILL  BE  LESS. 

FASB  backed  off,  and  companies  will  now 
be  required  merely  to  disclose  the  esti- 
mated costs  of  options  in  a  footnote. 

In  a  new  study,  Patricia  M.  Dechow 
and  Richard  G.  Sloan  of  the  Wharton 
School  and  Amy  P.  Sweeney  of  the  Har- 
vard Business  School  have  assessed  the 
validity  of  corporate  objections  to  the 
FASB  proposal.  They  find  no  evidence 
that  companies  dependent  on  external  fi- 
nancing make  especially  intense  use  of 
stock  options  as  compensation.  More  im- 
portant, they  find  that  the  stock  prices 
of  companies  making  heavy  use  of  op- 
tions did  not  react  negatively  when  the 
news  of  the  fasb  proposal  broke. 

The  three  accounting  professors  also 
looked  at  the  companies  registering 


wiitten  objections  to  the  expensing  pro- 
posal. On  average,  they  found  that  the 
top  five  executives  in  each  of  the  com- 
panies heard  frorn  received  both  much 
higher  total  compensation  ($1.2  million 
vs.  $880,000)  and  a  higher  fraction  of 
their  pay  in  the  form  of  stock  options 
(28%  vs."  21%)  than  the  top  brass  of  a 
matched  sample  of  companies  that  reg- 
istered no  complaints. 

Tlie  study's  bottom  Une:  The  concerns 
expressed  about  the  impact  of  expensing 
options  on  stock  prices  and  boirowing 
costs  seem  to  have  been  a  smoke  screen 
to  avoid  publicizing  bosses'  high  pay. 


WHAT  THE  BOND 
MARKET  SEES 

Perhaps  a  slowdown-and  inflation 

When  the  yield  on  long-term  Tr-ea- 
suries  hit  7%  in  Api'il,  up  a  per- 
centage point  in  just  thi'ee  months,  eco- 
nomic consultant  Peter  L.  Bernstein 
figured  a  move  that  big  would  tend  to 
restrain  business  activity  and  cause 
rates  to  fall  back  toward  6%.  Now,  he 
thinks  he  may  be  only  half  right. 

Since  1976,  observes  Bernstein,  bond 
yields  have  risen  by  a  percentage  point 
or  more  within  3  months  just  16  times, 
and  on  13  of  those  occasions  industrial 
production  slowed  over  the  next  year. 
Since  industrial  production  is  now  only 
running  about  1.3%-  over  its  yeai-earlier 
level,  "slowing  down  from  here  could 
easily  mean  a  recession,"  he  notes. 

The  surprise  is  the  outlook  for  infla- 
tion, which  has  hit  at  least  4%  in  every 
year  following  a  three-month  percent- 
age-point rise  in  bond  yields.  Such  a 
pickup,  Bernstein  says,  could  well  lead 
the  Fed  to  tighten  even  if  the  economy 
looks  weak — especially  if  the  pickup  is 
not  fully  visible  until  after  the  election. 

JAPAN  INC'S  NEW 
WOE:  GRAY  HAIR 

Aging  workers  are  exi)ensive 

Although  Japanese  manufacturers 
have  been  cutting  their  white-collar 
staffs  in  recent  years,  economists  at 
Sanwa  Bank  Ltd.  report  that  employers 
believe  more  cuts  will  be  needed. 

In  the  case  of  management  personnel, 
ongoing  restructuring  is  producing  less 
savings  in  labor  costs  than  desired  be- 
cause the  average  age  of  cuiTent  man- 
agers has  been  rising  rapidly,  and 


JAPAN'S  AGING 
CLERICAL  WORKERs' 

35  


PERCENT 
OF  MALE  CLERICAL 
-  WORKERS  THAT 
ARE  OVER  S 


79    '84    '89    '94  '99 
ikPERCENT  PROIECTE 
'IN  MANUFACTURING  INDUSTRIES 
DATA:  SANWA  BANK  LTD. 


Japanese  wage  schemes  link  pay  to  si 
niority.  Fiuther,  the  overall  aging  of  tl 
workforce  implies  that  the  practice  of  ^ 
evating  workers  ■m^™™™™™™*: 

to  management  as 
they  hit  50  will 
have  to  be  cur- 
tailed even  more 
severely. 

In  the  case  of 
clerical  employees, 
much  of  the  re- 
cent downsizing 
has  focused  on  fe- 
males. But  this 
has  left  a  contin- 
gent of  better-paid 
male  workers, 
which  is  also  ag- 
ing rapidly  (chart). 
And  that,  says  Sanwa,  also  spells  risir 
wage  costs  in  the  decade  ahead. 


IS  A  '91  MERC  T0( 
HOT  FOR  THE  CPI? 

Used-car  sales  are  a  dubious  stat 


When  assessing  inflation  trends,  p' 
icymakers  and  the  financial  ma 
kets  generally  focus  on  the  so-calL 
core  rate — the  consumer  price  index 
nus  the  volatile  prices  of  food  and  ene 
gy.  In  recent  years,  however,  anoth( 
component  of  the  CPi  has  been  exhibi 
ing  unusual  volatility:  used-car  prices 
Last  year,  used-car  prices  swimg  fro: 
a  27%'  annual  clip  in  March  to  a  5%  rai 
of  decline  in  Jime.  This  Apiil,  they  fell ; 
a  15.6%  annual  pace  after  rising  at 
9.6%<  rate  in  March.  Such  swings  ha\F 
lessened  the  I'eliabUity  of  core  inflation  ; 
an  indicator  of  basic  inflation  trends.  , 
Why  are  used-car  prices  so  volatiltf 
Federal  Reserve  Bank  of  New  Yoi 
economists  Richard  W.  Peach  and  Kai-< 
Alvarez  note  that  the  Labor  Dept.  me; 
sures  used-car  prices  by  surveyiii 
weekly  dealer  auctions  around  the  com 
tiy.  But  while  most  cars  taken  in  trad 
by  new-car  dealers  were  once  sold  t 
used-car  dealers,  today's  new-cai"  dealei 
ty|3ically  sell  more  used  cars  to  the  pul 
He  than  new  ones. 

The  upshot,  theorize  Peach  and  A 
varez,  is  that  new-car  dealers  are  no 
often  buyers  at  wholesale  auctions,  i 
well  as  sellers.  Wlien  new-car  sales  ai' 
strong,  the  dealers'  inventories  of  tratlf, 
ins  grow,  so  they  tend  to  be  seller^ 
When  new-car  sales  are  weak,  they  tert 
to  be  buyers.  And  used-car  prices  swiri 
wildly  in  response  to  these  temporarj 
imbalances  in  dealer  inventories. 
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You  have  12  minutes  to  make  changes  on  a  thousand  copies. 
Is  now  a  good  time  to  talk  copying  systems? 


We  have  the  systems  that  are 
the  solution. 

The  Corporate  Line  from  Canon. 

A  company-wide  meeting.  Last  minute 
changes.  Fast  turnaround  is  critical. 
So  what's  your  system?  The  Corporate 
Line  of  high-volume  copiers  from  Canon. 

In  today's  fast-paced  business  envi- 
ronment, you  need  the  most  advanced 
systems  to  simplify  your  operation. 
That's  where  The  Corporate  Line 
comes  in.  Our  high  performance 
copiers  and  copier/duplicators  give 
you  the  power  and  speed  you  need  in 
a  central  reproduction  environment. 
And  yet  they're  so  user-friendly,  they 
can  be  utilized  as  walk-up  copiers.  Plus, 
with  superior  image  quality  and 
finishing  capabilities,  you'll  see  the 
impact  our  Corporate  Line  copiers  can 
make  on  your  productivity  -  immediately. 

And  no  matter  which  Corporate 
Line  copier  you  choose,  you  can 
expect  the  reliability  and  durability  that 
has  made  Canon  the  industry  leader 
forthe  last  1 3  years.  Each  machine  is 
specifically  designed  to  maximize  your 
company's  productivity  and  efficiency. 

So  for  high-volume  document 
processing,  there's  no  debate  -  we 
have  the  systems  that  are  the 
solution.  The  Corporate  Line  of 
high-volume  copiers.  Just  call 
1-800-OK-CANON  for  more  infor- 
mation. Or  visit  us  on  the  Web  at 
http://www.usa.canon.com 

Canon 


NO  ONE  DOUBTS  THAT 
the  relationship  between  a  bank 
and  its  client  is  a  delicate  thing 
requiring  understanding,  empathy 
and,  above  all,  openness  and  trust. 
At  least  these  are  what  we Ve  found 
to  be  the  indispensable  ingredients 
of  a  successful,  long-lasting  part- 
nership. 

UBS,  founded  in  1862,  group  assets  $  336 
bn,  shareholders'  equity  $  21  bn,  cash  flow 
$3  bn.  Corporate  and  Institutional  Finance, 
Private  and  Institutional  Asset  Management, 
Trading,  Sales  and  Risk  Management. 


Here  Today.  Here  Tomorrow. 
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HE  FED  SHOULD  HAVE 

i  PEACEFUL  SUMMER  VACATION 


US.  ECONOMY 


JAPAN'S  SHRINKING 
URPLUS  WITH  THE  U.S. 


When  the  Federal  Reserve's 
policymakers  sat  down  on 
ay  21  to  discuss  their  next  move  on  interest  rates, 
ey  looked  around,  saw  the  economy  growing  at  a 
althy,  noninflationary  pace,  and  did  what  nearly  all 
Dnomists  expected  them  to  do — nothing.  But  more  im- 
rtanl,  the  latest  data  suggests  that  the  next  meeting 
July  2-3  will  bring  the  same  result. 
One  of  the  best  indications  of  that  is  the  excellent 
rformance  of  productivity  and  unit  labor  costs  in  the 
st  quarter.  Good  productivity  gains  continue  to  offset 
ige  growth,  leaving  unit  costs  rising  only  modestly, 
lat  trend  not  only  supports  the  low-inflation  outlook, 
t  it  also  means  good  profits,  continuing  high-tech  in- 
stment,  and  competitive  exports.  All  in  all,  these  are 
lid  foundations  for  moderate,  noninflationary  growth. 

The  bond  market  seems  in- 
creasingly convinced  of  that 
as  yields  retreat  from  recent 

  highs.  Bonds  have  already 

^^yVf^^%  done  their  part  in  limiting 

'V^L       growth  and  inflation  in  com- 
fyX      ing  months.  For  example,  the 
year's  sharp  rise  in  long-term 
rates  means  that  the  strong 
advance   in   April  housing 
starts  may  be  the  last  for  a 
while.  Housing  starts  jumped 
1%,  to  an  annual  rate  of  1.52  million.  But  given  the 
t  trend  in  mortgage  applications,  demand  is  losing 
jam. 

And  remember  the  tvrin  towers — the  trade  and  bud- 
t  deficits?  Their  presence  in  the  economy  has  shrunk 
amatically.  That's  especially  true  for  the  budget 
ficit,  based  on  April's  huge  siirplus  and  what  that  im- 
es  for  the  rest  of  the  year. 

Meanwhile,  the  trade  gap,  after  widening  in  the  first 
arter,  is  on  course  for  improvement  this  year,  par- 
ularly  given  the  dramatic  shrinkage  in  the  U.  S. 
ficit  with  Japan  (chart).  These  two  trends  are  also 
id-friendly,  since  they  provide  further  support  for 
th  bonds  and  the  dollar. 

RST-QUARTER  PRODUCTIVITY  growth  was  espe- 
illy  robust  in  manufacturing.  Measured  as  output 
r  hour  worked,  productivity  in  the  overall  nonfarm 
ztor  rose  at  an  annual  rate  of  2.6%,  but  factory  effi- 
incy  soared  6.3%.  Manufacturers  managed  to  increase 
eir  output  by  2.8%,  even  though  hours  worked 
opped  by  3.2%. 
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UNIT  LABOR  COSTS  ARE 
STILL  UNDER  CONTROL 
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Although  the  first-quarter  performance  overstates 
productivity's  longer-run  trend  because  of  weather, 
strikes,  and  other  distortions,  that  trend  is  still  favor- 
able. Over  the  past  year,  productivity  is  up  1.6%  for 
nonfarm  businesses  and  4.7%  in  manufacturing. 

With  wages  and  benefits  still  growing  slowly,  labor 
costs  per  unit  of  output  continue  to  grow  only  moder- 
ately in  the  nonfarm  sector,  where  they  are  up  2.3% 
fi*om  a  year  ago  (chart).  That's  still  slower  than  the  rate 
at  which  prices  are  rising,  suggesting  that  cost  pres- 
sures on  product  prices  are  minimal  and  that  profit 
margins  are  generally  in  good  shape. 

One  caveat  on  profits:  The 
stock  market  might  be  antici- 
pating earnings  gains  greater 
than  those  that  will  material- 
ize. Unit  labor  costs  are  grow- 
ing a  bit  faster  than  they 
were  this  time  last  yqar.  With 
the  pricing  power  of  Corpo- 
rate America  still  weak,  mar- 
gins later  in  1996  could  be  at 
risk,  especially  if  productivi- 
ty cannot  maintain  its  recent 
performance.  Indeed,  depending  on  how  much  the 
economy  slows  in  the  second  half,  productivity  gains 
may  also  diminish. 

Manufacturers  might  be  the  exception,  however.  Unit 
labor  costs  at  the  factory  plunged  6.6%  last  quarter. 
They  are  down  2.4%  from  a  year  ago,  and  the  1.6%  an- 
nual rate  of  decline  during  the  past  eight  quarters  is 
the  steepest  two-year  drop  since  that  data-gathering 
began  in  1959.  The  pattern  explains  why  manufactur- 
ing's gains  in  competitiveness  in  international  markets 
have  been  so  stunning  in  recent  years. 

SOLID  GAINS  IN  EXPORTS,  combined  with  a  slower 
pace  of  imports,  should  lead  to  a  narrowing  in  the 
trade  deficit  in  coming  months.  The  March  trade  gap  in 
goods  and  services  widened  sharply,  to  $8.9  billion, 
from  $7  bilHon  in  February.  However,  the  February 
deficit  was  revised  downwai'd  considei-ably  because  of  a 
new  reporting  method  that  increased  Febraary  ex- 
ports at  the  expense  of  those  in  March. 

The  second-quarter  trade  gap  should  be  narrower.  In 
the  first  quarter,  the  gi'owth  of  inflation-adjusted  ex- 
ports of  goods  and  sei-vices  fell  well  short  of  its  annual 
trend  of  6.5%,  while  imports  grew  tvdce  as  fast  as 
their  4.7%  yearly  pace.  This  quarter's  pattern  will  be 
more  reflective  of  those  trends,  since  domestic  demand 
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appears  to  be  slowing  and  since  the  trade  deficit  with 
Japan  dropped  sharply  in  April. 

Japan's  surplus  with  the  U.  S.  shriveled  to  $1.62  bil- 
lion in  April,  according  to  data  from  Japan's  Finance 
Ministiy,  from  $4.5  billion  a  year  ago.  It  was  one  of  the 
steepest  yearly  declines  on  record,  mainly  reflecting 
Japan  Inc.'s  cost-cutting  strategies.  In  an  effort  to  deal 
with  the  stronger  yen,  Japanese  companies  are  shifting 
production  offshore,  boosting  imports.  Measured  in  yen, 
exports  to  the  U.  S.  rose  1.2%  from  a  year  ago,  while 
imports  from  the  U.  S.  soared  39.5%. 

With  Japan's  surplus  falling,  the  yen  has  weakened, 
slipping  18.7%  against  the  dollar  over  the  past  year,  to 
about  107  yen  per  dollar  The  dollar's  recent  strength 
should  ease  any  worries  from  inflation  hawks  inside 
and  outside  the  Fed  about  a  weak  currency  bringing 
imported  inflation. 

THE  FED  ALSO  HAS  TO  BE  PLEASED  with  the 

thrust  of  fiscal  policy.  Although  Congi-ess  and  the  White 
House  failed  to  agree  on  a  balanced-budget  plan,  the 
deficit  has  shrunk  anyway.  A  falling  deficit  means  fiscal 
poHcy  is  a  drag  on  economic  gi'owth.  And  as  Congi'ess 
and  the  White  House  make  another  attempt  at  budget- 
balancing  in  1997,  the  fiscal  brake  will  continue. 

The  sui-prise  for  1996  is  just  how  much  the  deficit  is 
shiinking.  The  Treasury  Dept.  reported  a  record  sur- 
plus of  $72.4  billion  for  April,  up  sharply  from  $49.7  bil- 


MEXICO 


THE  DEFICIT'S 
DWINDLING  PRESENCE 


lion  in  April,  1995.  The  reasons:  Record  individual  t: 
receipts,  fueled  partly  by  a  surge  in  capital-gains  tax^ 
paid  as  a  result  of  last  year's  rally  on  Wall  Stre 
along  with  cuts  in  discretionary  spending  resultir] 
from  this  year's  budget  stalemate 

The  April  surplus  prompted  the  Congressional  Bu( 
get  Office  to  update  its  forecast.  The  CBO  now  says  tl 
deficit  is  on  track  to  total  $130  billion  for  fiscal  199 
which  ends  in  September,  down  from  $164  billion  : 
1995.  That  works  out  to  just  1.7%  of  gdp,  the  lowei 
since  the  Carter  Administration  (chart). 

The  slowdown  is  even  more 
pronounced  when  interest  pay- 
ments are  excluded.  Interest 
on  the  $5  trillion  national  debt 
accounts  for  $1  of  every  $4 
spent  by  Washington.  In  fact, 
excluding  interest,  the  gov- 
ernment is  running  a  hefty 
surplus. 

But  despite  the  recent  im- 
provement, the  deficit  promis- 
es to  keep  fiscal  policy  in  grid- 
lock, leaving  monetary  policy  as  the  only  game  in  tow 
But  as  the  data  suggests,  the  economy  shows  no  sigi 
of  a  recessionary  skid  or  inflationary  surge.  And  chano 
are  good  that  the  Fed  will  keep  playing  its  wait-and-s( 
game  well  into  the  summer. 


▲  PERCENT 
•ftSSUMES  1996  DEFICIT  OF  $130  BILUON 
AND  4  5%  GROWTH  IN  NOMINAL  GDP 

DATA  TREASURY  DEPT.  COMMERCE  DEPT,  BWl 


NOT  FIESTA  TIME  YET 


Mexico's  recovery  advances. 
But  growth  will  be  slow  and 
narrowly  focused. 

Fir'st-quarter  real  gr-oss  domes- 
tic product  fell  1%  from  a  year 
ago  (chart),  which  was  less  than 
the  expected  dr-op  of 
2%  or  more.  Seasonal- 
ly adjusted  gdp  grew 
at  a  2%  annual  rate 
over  the  fourth  quar- 
ter. The  stock  market 
rose  on  the  news  even 
though  domestic  de- 
mand was  weak,  as  it 
has  been  ever  since 
the  December,  1994, 
peso  devaluation  and 
subsequent  recession.  For  1996, 
the  government  expects  gdp 
growth  of  3%. 

Given  how  poorly  consumer's 
ended  last  quarter,  the  outlook  for 


GROWTH  COMES 
CREEPING  BACK 
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Retail  sales  fell  in  each  of  the  14 
months  thr-ough  March.  And  the 
April  jobless  rate  was  5.9%,  little 
changed  from  March's  6%.  To 
help,  the  government  announced 
on  May  16  a  mortgage  relief  plan 
of  27  billion  pesos 
($3.6  billion)  for  debt- 
laden  homeowners. 

Inflation,  mean- 
while, continues  to 
hammer  Mexicans' 
buying  power.  Con- 
sumer prices  rose  at  a 
monthly  rate  of  2.84% 
in  April,  or  36.9% 
from  a  year  earlier 
For  1996,  the  govern- 
ment has  set  an  inflation  target  of 
20.5% — a  goal  some  private  econo- 
mists call  too  ambitious.  However, 
yearly  inflation  has  fallen  from  a 
52%  rate  in  December,  so  interest 


their  spending  is  not  promising.       rates  have  begun  drifting  lower. 


For  1996,  exports  will  remain 
strong.  In  the  first  four  months, 
exports  rose  20.3%  from  a  year 
ago,  led  by  gains  in  goods  made 
at  non-maquiladora  companies. 
As  a  result,  industrial  production 
has  risen  a  str-ong  4.1%^  over  the 
year  ended  in  Febr-uary.  And  the 
trade  sur-plus  so  far  in  1996  has 
improved  to  $2.58  bilHon,  from 
$1.55  billion  a  year  ago. 

The  peso  has  risen  recently,  to 
about  7.4  to  the  dollar.  But  if  it 
continues  to  strengthen,  the  peso 
will  soon  be  overvalued.  So  the 
Bank  of  Mexico  and  the  Finance 
Ministry  are  trying  to  come  up 
with  a  solution.  Further  devalua- 
tion would  keep  exports  rising 
but  could  limit  foreign  investment. 
And  without  those  inflows,  inter- 
est rates  cannot  fall  low  enough 
to  give  a  much-needed  boost  to 
Mexico's  domestic  demand. 
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At  Boeing,  it  taltes  thousands  of  people,  6  million 
parts  and  partners  like  Seqoent. 


For  more  than  three-quarters  of  a  century,  Boeing  has  been 
;he  unsurpassed  leader  in  engineering  commercial  aircraft. 
M  in  today's  fiercely  contested  global  marketplace,  the  com- 
pany's competitive  future  will  also  depend  on  its  jet-age 
Drowess  for  process.  That's  why  Boeing  is  committed  to  create  a 
TOrld-class,  just-in-time  manufacturing  systeiu  that  will 
iiigrate  45,000  employees  and  the  control  of  a  million-plus 
Darts  per  airplane  to  new  open  systems  technology  capable  of 
revolutionizing  Boeing's  cost  and  production  time. 

A  key  part  of  this  unprecedented  challenge  is  a  state-of-the- 
art  Sequent  database  platfonii . . .  and  a  truly  powerful,  prob- 
lem-solving partnership  that  places  Sequent  as  a  member  of 
Boeing's  collaborative  development  team.  As  the  leader  in 
rery  large,  complex  open  systems  solutions.  Sequent  not  only 


runs  some  of  the  biggest  applications  around  the  globe,  we 
routinely  provide  customers  like  Boeing  with  the  architec- 
tural and  system  integration  expertise  that  make  those 
systems  work. 

Our  customers  say  we're  the  best  in  the  business. 
We  prove  it  eveiy  day  to  Boeing.  We  can  prove  it  to  you. 

If  your  company  plans  to  succeed  like  Boeing,  call  us  at 
1-800-257-9044  or  visit  our  web  site  at 
http://www.sequent.com. 

BSEQUEnT 

Open  Syste m s  That  Wo rk  pentium* 


News:  Analysis  &  Commentary 


TELEVISION 


Six  months  after 
Westinghouse  took 
over,  the  network 
may  be  waking  up 

Leslie  Moonves  looks  haggard.  He 
and  his  team  of  entertainment  ex- 
ecutives at  CBS  have  been  working 
around  the  clock  for  more  than  a 
vi^eek,  finalizing  the  prime-time  schedule 
the  thii-d-place  network  unveiled  on  May 
22.  In  the  "war  room"  off  Moonves'  of- 
fice on  the  34th  floor  of  Black  Rock, 
f:BS'  New  York  headquarters,  old  bagels 
and  wilting  fruit  are  littered  about,  and 
the  room  has  the  feel  of  a  gym  on  a 
muggy  day.  One  question  remains  cen- 
tral to  every  debate:  What  combination 
of  programs  can  lift  f;BS  from  its  ratings 
gutter  of  the  past  two  years? 

The  schedule  that  emerged  from 
those  long  meetings  shows  a  CBS  that 
clearly  feels  it  can  leave  its  ratings 
slump  and  its  nightmarishly  unsuccessful 
last  season  behind.  What  has  changed? 
Moonves  is  new,  having  joined  in  July. 
And  the  former  actor  and  TV-studio  ex- 
ecutive has  paid  for  some  big-name 
stars,  who  bring  promotional  value  and 
can  get  viewers  to  at  least  try  the  show. 
Bill  Cosby  will  have  a  sitcom  on  Mon- 
day nights,  followed  by  another  sitcom 
with  former  Cheers  star  Ted  Danson 
and  Oscar-winner  Mary  Steenburgen. 
"We're  dealing  with  a  lot  better  names," 
Moonves  says.  One  marquee  name  is 
President  Clinton,  who  will  play  him- 
self in  a  movie-of-the-week  about  a  fam- 
ily coping  with  a  sick  child. 

Moonves  is  also  turning  CBS  back  to 
its  core  older  audience  and  playing  up 
family-values  progr-amming.  To  that  end, 
it  is  moving  the  surprise  reUgion-themed 
hit  Touched  by  an  Angel  to  boost  Sun- 
day-evening ratings.  And  on  Tuesday, 
it's  adding  Home  of  the  Brave,  a  patri- 
otic drama  starring  Gerald  McRaney, 
which  features  a  down-and-out  family 
piling  into  a  truck  and  driving  around 
the  country,  looking  for  woi'k.  "We're 
climbing  out"  of  the  slump,  Moonves 
says.  "This  is  a  better  schedule  than  a 
year  ago.  I  feel  that  in  my  heart." 

A  lot  is  riding  on  that  prediction — not 
only  for  Moonves  but  for  his  boss,  CBS 
President  Peter  Lund,  and  Lund's  boss, 
Westinghouse  Chairman  Michael  H.  Jor- 


dan. Jordan  has  bet  Westinghouse's  fu- 
ture on  transforming  it  into  a  major 
media  company.  He  may  well  end  up 
selling  off  remaining  nonbroadcasting 
assets,  such  as  power  systems  and  re- 
frigerated trucks  (page  34),  while  ac- 
quiring more  "growth"  media  assets, 
such  as  cable  properties  and  additional 
radio  and  television  stations. 

If  it  works,  Jordan  will  have  pulled 
off  one  of  the  most  dramatic  corporate 
transformations  in  American  business 
history.  The  fomier  PepsiCo  executive 
took  the  helm  of  Westinghouse  in  1993.  If 
he  fails,  of  course,  he'U  be  the  hapless  los- 
er at  the  top  of  a  depleted,  old-line  in- 
dustrial company  that  spent  $5.4  billion 
to  buy  an  ailing,  old-line  TV  network. 
PROMISING  PATH.  But  six  months  after 
Westinghouse  took  control,  the  new 
prime-time  schedule  is  only  the  most 
visible  evidence  of  the  strategic  path 
Westinghouse  is  plotting  for  CBS.  All 
along,  Westinghouse  has  believed  that  it 
can  wring  better  operating  margins 
from  CBs'  15  TV  stations  and  39  radio 
stations.  It  is  even  planning  to  buy  a 
few  more  TV  outlets  and  to  make  sub- 
stantial acquisitions  in  radio.  Increased 
profits  from  broadcasting  properties  can 
be  shielded  from  taxes  for  the  next  sev- 


eral yeai's  by  Westinghouse's  $1.5  billif 
in  tax-loss  canyfoi-wards.  A  ratings  r;i 
ly  acliieved  by  Moonves  would  be  grav 
Right  now,  ratings  are  improvini 
which  will  help  as  cbs  begins  to  sell  af 
for  the  just-announced  season.  It  be; 
out  ABC  to  place  second  in  the  Febniai 
ratings  sweeps  and  ran  No.  2  throut; 
much  of  the  May  sweeps  (charts).  Wes 
inghouse's  stock  is  up  41%,  to  18%,  sini 
the  announcement  of  the  acquisitii: 
last  summer,  and  Jordan  predicts  it  w 
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^  30  within  the  next  18  months. 
Some  outsiders  are  beginning  to 
ree,  albeit  gindgingly,  that  CBS  may  be 
the  mend.  "Under  the  current  lead- 
ship,  there  is  a  vision,"  says  foi'mer 
c  executive  Peter  Ckrisanthopoulos, 
w  a  broadcasting  and  programming 
ecutive  at  Ogilvy  &  Mather.  "Jordan 
ilizes  what  it's  going  to  take  to  get  the 
twork  ahead.  They're  spending  the 
)ney  and  bringing  home  the  talent, 
le  merger  seems  to  be  a  good  mar- 
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SHUFFLE  BOARD: 

Lund  (left)  wants  enter- 
tainment ch  ief  Moo  n  ves 
to  bring  a  Midas  touch,  to 
the  prvm.e-time  schedule 

riage."  Adds  New  York- 
based  media  buyer  Paul 
Schulman:  "All  CBS  needs 
is  a  couple  of  hits  and  to 
turn  ai'ound  one  night,  and 
they're  right  back  in  the 
ball  game." 

The  challenge  in  the 
meantime  is  for  Westing- 
house  to  boost  profits 
at  its  many  broadcasting 
outlets.  Station  chief 
Bill  Korn,  another  former 
PepsiCo  executive,  had  for 
years  made  Westinghouse's 
five  TV  stations  and  18  ra- 
dio stations  profit  power- 
houses: Westinghouse's  TV 
stations  posted  operating 
margins  last  year  above 
50%,  vs.  around  35%  for  CBS,  even 
though  Westinghouse  is  in  slightly  small- 
er, less  profitable  mai'kets.  Westinghouse 
radio  stations  posted  44%  operating 
margins  last  year,  vs.  30%  at  CBS.  Now. 
by  nmning  the  stations  leaner  and  con- 
solidating some  operations,  Kom  figiu-es 
he  can  raise  both  racho  and  TV  operating 
margins  over  50%  within  five  years — or 
in  thi-ee  years,  if  ratings  impi'ove.  High- 
er station  margins  alone,  even  with  no 
ratings  improvement,  would  add  some 


...BUT  THERE  ARE  SIGNS  I 
OF  A  COMEBACK 

12  CBS  RATINGS* 

IN  CURRENT  SWEEPS  PERIOD 


APR  28  MAYS  MAY  12  MAY  19 
▲  NIELSEN  RATING  POINTS 


77 


$200  million  to  the  network's  operating 
cash  flow. 

Fixing  two  other  major  areas  of  woi'- 
ry  for  CBS — news  and  sports — won't  be 
as  easy.  CBS  Evening  Neivs,  anchored 
by  Dan  Rather,  is  a  perennial  third  in 
the  ratings,  but  the  network  blames 
weak  affiliate  stations  and  poor  lead-in 
progi'amming.  cbs'  morning  news  show 
has  been  tlii'ough  numerous  ovei'hauls  in 
past  years,  with  httle  success.  New  CBS 
News  President  Andrew  Heyward,  a 
highly  regarded  news  producer,  has  an- 
nounced dramatic  changes  in  the  show, 
including  giving  affiliates  the  option  of 
airing  local  programming  during  the 
first  houi',  with  periodic  spots  provided 
by  the  network.  Wliile  it  means  CBs  will 
lose  out  on  ad  revenue,  the  move  may 
help  the  local  stations,  including  CBS'. 
FUMBLE.  CBS  Sports  is  a  basket  case. 
Since  losing  pro  football  to  Fox  Broad- 
casting Co.  in  1993,  CBS  can  offer  view- 
ers little  more  than  college  basketball, 
pro  golf,  and  nascar  racing.  With  the 
exception  of  the  ncaa  championships, 
none  of  these  draws  anywhere  near  as 
well  as  football.  They  also  are  less  effi- 
cient as  feeders  and  promotional  de- 
vices for  CBS'  other  progi'ams.  CBS  ex- 
ecutives say  winning  back  pro  football 
when  the  contract  comes  up  for  bid  next 
year  is  a  priority,  but  the  bidding  will 
be  fierce,  and  costly. 

CBS  strategists  acknowledge  they  need 
to  make  additional  big-ticket  acquisitions, 
chiefiy  in  cable  and  radio  and  TV  sta- 
tions. CBS  badly  needs  cable  distribution. 
And  since  Westinghouse  sold  its  defense 
and  Ivnoll  fiu'niture  divisions  and  paid 
dowm  a  good  portion  of  the  CBS  acquisi- 
tion debt,  Fi'edric  G.  Reynolds,  CFO  for 
both  Westinghouse  and  CBS,  says  the 
company  has  plenty  of  room  to  maneu- 
vei'.  "Ceilainly,  we  could  bon'ow  a  couple 
biUion  dollars  more,"  says  Reynolds,  yet 
anothei"  former  PepsiCo  exec.  "If  the 
right  cantlidate  came  along  in  the  broad- 
cast ai'ea,  we  can  surprise  a  lot  of  people. 
There's  a  lot  working.  This  is  a  very 
deals-oriented  cultiu'e." 

An  obvious  acquisition  candidate  is 
Nashville-based  Gaylord  Entertainment 
Inc.,  which  has  long  had  a  joint  ventiu'e 
with  Westinghouse.  Gaylord's  two  cable 
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channels,  Countiy  Music  Television  and 
The  Nashville  Network,  are  attractive, 
and  CMT  has  the  widespread  internation- 
al distribution  cKs  needs.  Neither  com- 
pany would  comment  on  rumors  that 
Westinghouse  may  buy  Gaylord. 

Financially,  Jordan's  piu'chase  of  CBS  is 
starting  to  look  like  a  good  buy  as  the 
network  eases  out  of  its  slump.  As  a 
forarier  finance  guy  at  Pepsi  and  later  at 


Clayton,  Dubilier  &  Rice,  that's  a  game 
Jordan  knows  and  enjoys.  Meanwhile, 
he  has  moved  into  the  old  office  of  leg- 
endaiy  CBS  Chairman  Bill  Paley  and  is 
learning  to  take  the  jibes  that  go  with 
being  a  media  exec.  David  Lettennan, 
one  of  CBS'  best-paid  stars,  has  weighed 
in.  "I've  called  him  a  diomk  on  the  aii". 
The  guy's  a  lightweight.  He's  a  pinhead. 
He's  a  twit,"  Lettennan  said  in  a  Feb- 


ruary appearance  on  cnbc.  He  grip( 
that  the  ceo  has  never  called  or  paid 
visit;  Jordan  says  Letterman  "canceled 
couple  of  meetings  we  had  scheduled." 

And  the  jibes?  Jordan  forces  a  smi 
and  croaks:  "He  can  pick  fan  at  me  all  1 
wants.  We're  qiute  profitable  in  the  La 
Show.''  Hold  that  thought.  Mi-.  Jordan. 

By  Elizabeth  Lesly  in  New  Yor, 
with  bureau  reports 


SPRING  CLEANING  AT  WESTINGHOUSE 


It's  life  in  the  slow  lane.  While  his 
Westinghouse  Electric  Corp.  col- 
leagues spin  deals  and  hobnob 
with  stars  in  Hollywood  and  Man- 
hattan, President  Gary  M.  Clark 
runs  the  Rust  Belt  portfolio  in 
Pittsburgh.  With  the  defense  and 
furniture  units  sold  last  winter  to 
pay  for  cbs  Inc.,  the  onetime  indus- 
trial behemoth  is  reduced  to  two 
core  nonmedia  businesses — electric 
power  and  refrigerated  transport. 
And  those  are  likely  be  unloaded, 
sooner  or  later,  to  pay  for  more 
media  assets.  Clark  gamely  insists 
that  the  $5  billion  businesses  are 
primed  for  growth.  Actions,  though, 
speak  louder  than  words:  He's  retir- 
ing ne.xt  yeai',  at  62. 

Unless  Westinghouse's  foray  into 
the  media  business  bombs,  the  com- 
pany seems  likely  to  spin  off  its  re- 
maining industrial  chips,  say  Wall 
Street  analysts.  The  transport  busi- 
ness remains  a  cash  cow,  but  Chief 
Financial  Officer  Fredric  G. 
Reynolds  notes  that  debt-heavy 
Westinghouse  is  poorly  positioned  to 
battle  such  financial  powerhouses  as 
General  Electric  Co.  and  Siemens  in 
international  power  markets.  "The 
question  is  whether  we  have  the 
right  capital  structure  to  run  these 
businesses,"  he  says.  Meanwhile, 
Reynolds  and  his  boss.  Chairman 
Michael  H.  Jordan,  say  they  have 
their  eyes  on  media  purchases,  from 
radio  stations  to  cable  outfits. 
BREATHING  ROOM.  But  don't  count 
on  an  industrial  fire  sale.  Unless  Jor- 
dan and  Reynolds  suddenly  sui'prise 
everyone  by  trying  another  behe- 
moth media  acquisition,  Clark  and 
his  successor,  Francis  J.  Harvey, 
should  have  time  to  build  up  the  val- 
ue of  remaining  companies.  The 
strategy,  says  Clark,  is  to  seek 
growi^h,  invest  in  them,  even  make 
an  acquisition  or  two.  "Are  we  going 


ON  THE  BLOCK? 

Jordan  may  sell 
the  company's 
remaining 
industrial 
units,  including 
electricity 


to  sit  on  these  businesses  and  milk 
them?"  he  says.  "The  answer  is  no." 

The  model,  says  a  Westinghouse 
executive,  is  Knoll  Group.  When  Jor- 
dan arrived  at  Westinghouse  in  1993, 
the  office-furniture  division  was  up 
for  sale  and  bleeding  red  ink.  Seeing 
that  it  would  fetch  barely  $200  mil- 
lion, Jordan  replaced  management. 
Two  years  later,  Jordan  sold  a  now- 
profitable  Knoll  to  the  New  York 
venture-banking  arm  of  E.  M.  War- 
burg, Pincus  &  Co.  for  $565  miUion. 
He  had  similar  success  with  the  de- 
fense-electronics unit.  January's  $3.5 


biUion  sale  to  Northrop  Grumman 
Corp.  exceeded  analysts'  expecta- 
tions by  as  much  as  $1  billion. 

The  gem  in  Clark's  portfolio  is 
Thermo  King  Corp.,  the  refrigerat- 
ed-transport  division  that  dominates 
its  market  worldwide.  In  1995,  its 
sales  gi'ew  an  eye-popping  21%,  to 
$1.1  billion,  and  profits  jumped  30%, 
to  $176  million.  Such  performance 
makes  it  an  easy  sale,  perhaps  for  as 
much  as  $2  billion,  figures  Nat  West 
Securities  Corp.  Still,  Westinghouse 
might  sorely  miss  the  cash  Thermo 
King  generates. 

HEAVY  LOADS.  The  electricity  busi- 
nesses are  more  problematic.  Caught 
up  in  a  glutted  woi'ld  market,  the 
com.bined  fossil-fuel  and  nuclear 
power-generation  units  lost  $64  mil- 
lion in  the  first  quarter,  befoi'e 
charges,  with  sales  falling  19.5% 
from  the  previous 
year.  These  business- 
es, worth  an  estimat- 
ed $2.6  billion,  are 
also  tough  to  sell. 
Because  of  antitrust 
concerns,  the  Justice 
Dept.  in  the  late 
1980s  blocked  a  pow- 
er-generation sale  to 
Europe's  Asea 
Brown  Bovari.  An- 
other option,  says  Reynolds,  would 
be  to  draw  technology  partners,  such 
as  Mitsubishi,  Fiat,  and  Rolls-Royce, 
into  bigger  equity  roles. 

For  now,  Clark  is  busy  revamping 
the  businesses.  He's  putting  new 
managers  in  charge,  and  he's  hurry- 
ing to  reach  settlements  in  a  string 
of  suits  from  10  utihties  involving  al- 
legedly defective  steam  generators. 
"We're  nearing  the  end  of  the  trail," 
he  says,  referring  to  the  litigation. 
But  it  may  be  true  in  more  ways 
than  one. 

By  Stephen  Baker  in  Pittsburgh 
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AITSUBISHI'S 
AORASS 

allout  from  its  scandal  may  spread  beyond  the  car  unit 


rhe  50  picketers  at  the  Olympic  Mit- 
subishi car  dealership  on  Chicago's 
Northwest  Side  on  May  18  would 
em  to  be  less  than  a  fly  on  Mitsubishi's 
ick.  But  mighty  Mitsubishi,  the  world's 
rgest  industrial  gi'oup,  with  more  than 
100  billion  in  sales,  is  feeling  their 
eight.  "The  best  thing  to  do  to  show 
ir  support  was  to  just  close  the  doors," 
ys  G.  Lawi'ence  Mitch,  the  dealership's 
jneral  manager.  He  puts  the  cost 
$10,000  to  $20,000  in  foregone 
•ofits  but  figures  that  beats  being 
iTed  with  fLulher  bad  publicity. 
The  fallout  from  sexual  harass- 
ent  allegations  at  Mitsubishi  Mo- 
r  Manufacturing  of  America  Inc. 
ireatens  to  take  a  bite  out  of  car 
lies  and  cost  the  company  mil- 
ms  of  dollars  in  damages.  And 
e  effects  could  spread  if  the  scan- 
il  engulfs  the  40  companies  that 
rm  the  Mitsubishi  group,  rang- 
g  fforn  Mitsubishi  Electric,  wliich 
akes  VCRS,  TVs,  and  cellular 
lones,  to  the  Bank  of  California, 
irin  Brewing,  and  Nikon.  The 
lits  are  legally  independent,  but 
ley  have  extensive  cross-share- 
)ldings,  preferred  supplier  rela- 
anships,  and  other  links.  Such  a 
nretsu  is  a  source  of  strength, 
jt  it  makes  its  members  vulnera- 
e  when  one  gets  in  trouble. 
»PING  THE  ANTE.  The  National  Or- 
iiiization  for  Women  hopes  to  ex- 
oit  that  vulnerability  by  expanding 
boycott  of  the  car  unit,  whose 
oiTnal  (111.)  factoiy  is  the  target  of 
16  harassment  allegations,  now  has 
jgun  picketing  other  targets — no- 


to  do  eveiything  we  can  to  resolve  these 
issues,"  says  Kevin  Ornnes,  gi'oup  vice- 
president  for  sales  and  marketing  at  Mit- 
subishi Motor  Sales  of  America  Inc. 

With  the  backlash  building,  a  num- 
ber of  Mitsubishi  affiliates  are  agitat- 
ing for  Mitsubishi  Motor  to  quash  the 
controversy.  "This  kind  of  counterpro- 
ductive issue  should  disappear  cjuietly," 
says  Tachi  Kiuchi,  chairman  of  Mit- 


PUSH  TO  SHOVE.  NOW 

Jackson  picketing  in 


ibly  Chrysler  Corp.  dealerships, 

jcause  Chrysler  also  sells  cars  Oak  Lawn,  111 .;  the 
lade  at  the  NoiTnal  plant.  "We're         ,  ,  , 

oking  to  up  the  ante,"  says  now  COntrOVerSy  COUid 
resident  Patricia  Ireland.  The  or-  cost  dealers  SaleS 
inization  also  is  considering  boy- 
)tting  other  Mitsubishi  entities,  Ireland 
lys,  and  is  contacting  women's  gi-oups  in 
ipan  about  starting  protests  there. 
The  boycott,  launched  in  early  May 
y  NOW  and  the  Revei-end  Jesse  Jackson, 
as  had  only  limited  effect.  Indeed,  Mit- 
jbishi  car  and  tnick  sales  recovered  in 
irly  May  after  a  dismal  four  months  in 
'hich  they  fell  13%,  to  67,625  total,  while 
idustiy  sales  rose  4%.  Mitsubishi  deal- 
rs,  nonetheless,  are  wonied.  "What  the 
ealers  have  told  us  is  that  they  want  us 


subishi  Electric 
America  Inc.  His 
comments  echoed 
those  of  Minoru 
Makihara,  presi- 
dent of  Mitsu- 
bishi Corp.,  and 
others  in  the 
group  outraged  by  the  scandal. 

Some  insiders  fear  Mitsubishi  Motor 
made  matters  worse  by  paying  and  bus- 
ing 3,000  workers  from  its  Nomial  plant 
to  Chicago  to  protest  outside  the  of- 
fices of  the  U.  S.  Equal  Employment 
Opportunity  Commission,  which  is  pur- 
suing a  harassment  case  against  Mit- 
subishi. The  company  started  damage- 
conti'ol  operations  by  hiring  Lynn  M. 
Martin,  a  former  Labor  Secretary  in 
the  Bush  Administration,  to  conduct  a 


review  of  its  employment  practices. 
Now,  U.  S.  executives  say  it  must  be 
more  than  perfunctory.  Worries  James 
Brumm,  general  counsel  for  Mitsubishi 
International  Corp.,  the  U.  S.  arm  of 
the  trading  house:  "Lynn  Martin  must 
make  sure  the  investigation  and  review 
works  and  problems  are  dealt  with." 
NO  RESOLVE.  Ti-ouble  is,  the  kind  of 
public  airing  of  the  issues  Brumm  wants 
is  anathema  to  Japanese  executives. 
And  behind-the-scenes  negotiations 
aren't  going  well.  Mitsubishi  attorneys 
met  with  the  eeoc  on  May  10.  John  C. 
Hendrickson,  the  commission's  regional 
attorney  in  Chicago,  recalls  the  75- 
minute  session  as  "cordial."  But  one 
knowledgeable  source  describes  it  as  "a 
joke"  and  contends  no  major  issues 
were  discussed  and  no  future  meetings 


Mad  at  Mitsubishi 

Pressure  is  mounting  on  Mit- 
subishi Motor  to  settle  sexual 
harassment  allegations 

PUSH/NOW  Reverend  Jesse 
Jackson's  Operation  PUSH 
has  picketed  some  Mitsubishi 
dealers  and  called  on  con- 
sumers not  to  buy  Mitsubishi 
cars.  The  National  Organiza- 
tion for  Women  is  picketing 
Mitsubishi  dealers  and  those 
of  partner  Chrysler.  It  may 
mount  a  boycott  in  Japan. 

AUTO  DEALERS  The  compa- 
ny's auto  sales  organization  is 
urging  MMMA  to  cooperate 
with  the  feds  and  settle. 

SISTER  COMPANIES  Mitsu 
bishi's  consumer-electronics 
company  and  other  units  have 
distanced  themselves  from 
MMMA.  Some  are  pushing  for 
a  resolution  of  the  case. 


scheduled.  Attorneys  in  the  class  action 
say  they  have  not  been  contacted  by 
MitsubisM  officials.  "Despite  all  the  talk, 
I  have  seen  no  indication  that  the  peo- 
ple running  the  plant  have  seriously  re- 
solved to  settle  the  case,"  says  George 
F.  Galland  Jr,  one  of  the  lawyers  han- 
dling the  case.  Jackson  and  Ireland  say 
they  did  have  a  "conciliatoiy"  meeting 
with  MMMA  on  May  22,  but  then-  boycott 
continues. 

To  be  sure,  the  protesters  face  an 
uphill  battle  in  mobilizing  consumer  boy- 
cotts of  such  disparate  brands  as  Mit- 
subishi cars  and  Ivirin  beer.  But  Mit- 
subishi— in  all  its  forms — may  be  in  for 
a  long,  hot  summer  as  they  tiy. 

By  Peter  Elstrom  in  Chicago  and 
Steven  V.  BruU  in  Neiv  York,  with 
bureau  repoHs 
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FUND-RAiSiNG  '96 


NOT-SO-STRANGE 
BEDFELLOWS 

Republican  CEOs  for  Clinton?  Their  ranks  are  growing 


Like  many  execs,  Robert  A.  Meister, 
vice-chairman  of  Chicago-based  Aon 
Risk  Services  Inc.,  calls  himself  a 
Republican.  He  backed  George  Bush  in 
1992.  And  he's  no  fan  of  President  Clin- 
ton's vetoes  of  bills  to  limit  corporate 
{jroduct  liability  and  to  shield  companies 
from  shareholder  lawsuits. 

Yet  Meister  says  he'll  vote  foi-  Clinton 
this  fall,  and  he  even  is  raising  money  for 
the  President.  Wliy?  The  insurance  ex- 
ecutive thinks  the  cop  Congress  was 
i-ecldess  to  threaten  default  on  the  fed- 
eral debt  and  that  it  "uses  a  sledgeham- 
mer rather  than  trying  to  come  up  with 
compromises"  on  issues.  As  for  Bob  Dole, 
Meister  says  sadly:  "I  don't  tliink  he  un- 
dei-stands  what  the  country  is  looking 
for  light  now." 

A  fluke?  Not  at  all.  Meister  is  part  of 
a  small  but  growing  movement  that 
bears  watching.  Over  lunches  at  tony 
eateries  and  during  Saturday  golf  out- 
ings, die-hard  Republican  execs  quietly 
are  discussing  the  unthinkable:  help 
ing  Clinton  win  four  more  years. 
Even  big-name  CEOs  may  hop 
on  the  bandwagon.  Clinton's 
team  says  MCi  Communica- 
tions Corp.'s  chief,  Bert  C. 
Roberts  Jr.,  who  has 
worked  closely  with  the 
Wliite  House  on  telecom 
and  education  issues, 
will  campaign  for  Clin- 
ton later  this  year. 
Roberts  won't  comment. 
CENTER  SHIFT.  Tliere's  no 
question  that  Dole  I'e- 
mains  the  favorite  among  — 
executives.  A  business  week  poll 
of  402  senior  executives,  conductei 
by  Louis  Harris  &  Associates  Inc. 
found  that  67%  said  they  wouk 
vote  for  Dole  if  the  election  were 
held  now,  compared  with  25%  fur 
the  President  (page  37).  And  Dole 
still  leads  Clinton  on  many  key  eco- 
nomic issues,  such  as  cutting  the 
deficit,  creating  jobs,  and  ensur- 
ing economic  gi-owth.  But  ceo 
support  for  Clinton  is  up  fi'om 
the  paltiy  9%  he  got  in  a  busi- 
ness wiiEK  poll  conducted  in  Se|> 
tember,  1994.  If  such  erosion  of  a 
bedrock  cop  constituency  contin- 


ues, it  could  mean  big  trouble  for  Dole's 
l)lan  to  paint  Clinton  as  an  antibusiness 
liberal. 

Preempting  such  an  attack  is  one  rea- 
son the  Wliite  House  is  try- 
ing to  move  Clinton  to  the 
center  on  issues  ranging 
from  welfare  refonri  to  capital  gains  tax 
cuts.  Does  the  White  House  see  move- 
ment among  CEOs?  "Veiy  definitely,"  said 
Vice-President  Al  Gore  in  a  May  21  in- 
terview with  BUSINESS  WEEK.  But  he 
says  it's  happening  slowly — "in  ones  and 


11 


ELECTION  '96 


Some  executives 
have  gained  respect 
for  Clinton's  economic 
stewardship 


twos.  They're  showing  up  at  oui-  event: 
and  writing  letters  to  the  President  an( 
me,  saying  they  want  to  be  helpful." 

CEOs  are  giving  Clinton  a  secon( 
chance  for  one  big  reason:  He  looks  liki 
a  winner.  But  many  also  think  that  GingI 
rich  &  Co.  have  become  too  extreme  oi 
social  issues.  One  skeptic  is  Kathiyn  L 
Haycock,  ceo  of  Call-America,  a  long- 
distance company  in  Mesa,  Ai-iz.  Hay 
cock  says  she  never-  questioned  her  loy 
alty  to  the  Republican  Party  until  th( 
GOP  took  over'  Congr'ess.  Now  she  think  |ji»ti 
the  parly  is  in  the  tlu'all  of  special  inter  f^jj 
ests,  and  she  is  raising 
money  among  her  Republi 
can  colleagues  for  Clinton 
"Congress  is  so  far-  to  the  r-ight  that  it  n( 
longer  represents  the  major-ity  of  Re 
publicans,"  she  says.  "If  the  Republicans 
wer-e  ever  to  gain  eontr^ol  of  both  th< 
Pr-esidency  and  both  houses  of  Congr-ess 
it  would  be  a  catastrophe." 

David  G  Speck,  a  managing  directoAji 
of  Wheat  First  Butcher  Singer  Inc.,  lef 
the  GOP  a  year-  ago  in  disgust.  "Tlrer-e's  i 
reluctance  among  business  people  to  sup 
port  an  acti\ist  Democrat,"  he  says.  "Bu1 
a  lot  of  what  Clinton  is  talking  about  is  i 
message  you  heard  fi-om  the  moderat( 
Republican  Party  of  20  years  ago." 

Clintonites  are  doing  all  they  can  t( 
pick  up  converts,  pushing  their-  recorc 
on  the  economy,  job  growth,  and  exporl 
promotion.  And  some  CEOs  seem  to  b< 
buying  it.  In  the  business  weei 
poll,  some  37%  give  Clinton  a  po& 


itive  r-ating  for-  Iris  economic  stew 
ardship.  That's  better-  than  th( 
15%  positive  r-ating  he  got  in  Sep 
tember,  1994.  And  Dole?  He  gets 
high  negative  r-atings  on  creating 
gr-owth  and  new  jobs 

Still,  (:;()P  par-tisans  dis- 
miss the  idea  that  Clin- 
ton can  win  executives 
favor-.  "Any  sophisti- 
cated CEO  will  fine 
what   we'r-e  doinf 
di-amatically  mor( 
lielpftil  in  job  cr-eatioi 
and  in  being  able  t( 
compete  in  the  work 
market  than  the  kinc 
of  luu-eauci-atic,  liber-a] 
trial  lawyer-,  labor  unioi 
system  that  Clinton  r-ep 
resents,"  Newt  GingricI 
says.  But  some  execu- 
tives now  seem  willing  U. 
go  with  the  Democrat, 
long  as  he  looks  like 
winner 

By  Sitsmi  B.  Garlant 
in  Washington,  mth  bu 
reau  reports 
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BUSINESS  WEEK /HARRIS  EXECUTIVE  POLL 

A  HALF-HEARTED  HOORAY  FOR  BOB  DOLE 


No  surprise:  Business  still  likes  Bob,  sort 
of.  Even  as  President  Clinton's  lead  over 
Dole  in  general  public  opinion  polls 
-emains  at  20  points  or  more,  executives  favor 
the  Republican  senator  by  more  than  two-to- 
Dne  for  the  Presidency.  Yet  their  opinion  of 


Clinton  is  rising  impressively,  especially  on  such 
issues  as  providing  leadership  and  ensuring  eco- 
nomic grovrth.  Dole's  mandate  on  the  issues  is  hard- 
ly overwhelming,  and  his  campaigning  style  is 
viewed  as  a  liability.  But  most  polling  was  done 
before  Dole  announced  he  will  quit  the  Senate. 


rOP  PRIORITY 

Mvdi  do  you  think  are  the  two  most  important  issues  for  the 
Government  to  address? 

Federal  deficit/budget . .  53%  Education  8% 

Economy  23%  Foreign  policy  5% 

raxes  20%  Welfare  5% 

:rime/violence  13%  Other  43% 

Health  care  (not  including  Medicare/Medicaid)  12% 

BOB  BYAUNDSLIDE 

if  the  next  Presidential  election  were  held  today  and  you  had  to 
Aoose  between  Bill  Clinton,  the  Democratic  candidate,  and 
Bob  Dole,  the  Republican  candidate,  who  would  you  vote  for,  or 
ivould  you  probably  not  vote? 

Bill  Clinton  25%  Someone  else  1% 

Bob  Dole  67%  Not  sure  5% 

Would  probably  not  vote  . .  2% 

WHY  BILLIS  AHEAD 

President  Clinton  has  a  lead  of  20  points  or  more  over  Senator 
Dole  in  most  current  polls.  Do  you  think  that  [the  following]  is  a 
major  reason,  a  minor  reason,  or  not  a  reason  at  all? 


Clinton's  advantage  over  Dole 


MAJOR 

MINOR 

NOT  A 

NOT 

EASON 

REASON 

REASON 

SURE 

62% 

.  .  25% 

.  12%. 

.  1% 

59% 

. .  29%. 

.  .9%. 

.  3% 

54% 

.  .  33% 

.  11%. 

.2% 

50% 

.  .  33% 

.  10%. 

.7% 

36% 

.  .  46% 

.  16%. 

.  2% 

33% 

.  .  46% 

.  18%. 

.  3% 

11% 

. .  53% 

.  34% . 

.  2% 

9% 

.  .  54% 

.  34% . 

.3% 

THE  GOP  CONGRESS:  GOOD  BUT  NOT  GREAT 

How  you  would  rate  the  job  Republicans  have  been  doing  as  the 
majority  party  in  Congress  the  last  two  years — excellent,  pretty 
good,  only  fair,  or  poor? 

Excellent  9%  Poor  11% 

Pretty  good  45%  Not  sure  0% 

Only  fair  35% 

THE  FAT  TIMES  AIN'T  OVER 

How  would  you  characterize  your  outlook  for  the  U.  S.  economy  in 
the  next  12  months — ^would  you  say  you  are  very  optimistic, 
somewhat  optimistic,  somewhat  pessimistic,  or  very  pessimistic? 

MAY,  1996  SEPTEMBER,  1994 

Very  optimistic  13%  4% 

Somewhat  optimistic  73%  77% 

Somewhat  pessimistic   12%  19% 

Very  pessimistic  1%  0% 

Not  sure  1%  0% 


CLINTON'S  ECONOMIC  RECORD 

How  do  you  rate  President  Clinton's  handling  of  the  economy 
— excellent,  pretty  good,  only  fair,  or  poor? 

MAY,  1996      SEPT.,  1994  MAY,  1996       SEPT.,  1994 

Excellent  3%  1%    Poor  12%  28% 

Pretty  good. . .  34%  14%    Not  sure ....  1%  0% 

Only  fair  50%  57% 

THE  ADMINISTRATION:  SCAHERED  APPLAUSE 

How  would  you  rate  the  Clmton  Administration  on  each  of  the 
followdng — excellent,  pretty  good,  only  fair,  or  poor? 

EXCELLENT    PREHY    FAIR      POOR  NOT 
GOOD  SURE 

Assuring  fair  trade  (5^6) . . . .  5% . .  38% . .  39%. .  17%  . .  1% 
(9/94) . . .  .  7% . .  47%  .  .  35%.  .  10%  .  .  1% 

Creating  jobs  (5^6) . . . .  3% . .  27% . .  49%. .  21%  . .  0% 
(9/94) . . . .  2% . .  20%  . .  51%. .  25%  .  .  2% 

Ensuring  economic 
growth  (5^6) .  .  . .  1%  .  .  28%  . .  48%.  .  23%  . .  0% 

(9/94) .  .  . .  1%  .  .  16%  . .  56%.  .  26%  . .  1% 
Setting  foreign  policy  (5^6) . . . .  0% . .  22% . .  46%. .  32%.. ..0% 

(9/94)  ....  NA  ...  NA  ...  NA  ...  NA  .  .  NA 
Fighting  crime        (5^6) .  .  .  .  1%  .  .  20%  .  .  48%.  .  28%  .3% 

(9/94) . .  .  .  2% .  .  24%  .  .  44%.  .  30%  .  .  0% 

Providing  strong 
leadership  (5^6) . . . .  1% . .  17%  . .  44%. .  37%  . .  1% 

(9^4) . .  .  .  0%  .  .  .  8%  .  .  32%.  .  60%  . .  0% 

Cutting  the  deficit 
and  government  (5^6) . . . .  1% . .  12%  . .  29%. .  57%  . .  1% 
spending  (9^4) . . . .  3% . .  10% . .  40%.  .  46%  . .  1% 

HOW  DOLE  STACKS  UP 

How  would  you  rate  Senator  Dole  on  each  of  the  following — 
excellent,  pretty  good,  only  fair,  or  poor? 

EXCELLENT    PRETTY      FAIR  POOR 
GOOD 

Cutting  the  deficit  and 


11%. 

.46%. 

.  33%  . 

. .  8% 

6%. 

.48%. 

.  34%  . 

. .  5% 

11%. 

.39%. 

.  33%  . 

. .  9% 

.8%. 

.41%. 

.  38% . 

.  12% 

.5%. 
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.  45%  . 
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5%. 

.36%. 
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.48%  . 

. .  9% 
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,  .  2% 
, .  7% 
, .  8% 
,.  1% 
, .  3% 
, .  9% 
, .  5% 


CORPORATE  RESPONSIBILITY  ?  BULL 

President  Clinton  is  trying  to  publicize  the  need  for  greater 
"corporate  responsibility"  to  workers  and  communities.  Do  you 
think  this  is  a  worthwhile  idea  that  is  worthy  of  serious 
discussion,  or  do  you  thmk  this  is  just  a  campaign  ginunick? 

Worthwhile  idea  31% 

Campaign  gimmick  66% 

Not  sure  3% 


EDITED  BY  KEITH  H.  HAIVI^ylONDS 


Survey  of  402  senior  executives  at  corporations  drawn  from  the  business  week  looo.  Interviews  were  conducted  May  10-17,  1996 
for  BUSINESS  WEEK  by  Louis  Harris  &  Associates  Inc.  Previous  survey  of  400  executives  was  conducted  Sept.  19-26,  1994. 


COMMENTARY 


By  Dean  Foust 


THESE  BONDS  COULD  BLOW  UP  IN  UNCLE  SAM'S  FACE 


It  is  hard  for  an  Administration  to 
score  political  points  over  its  debt 
management,  particularly  in  the 
midst  of  a  Presidential  cam- 
paign. But  the  Clinton  Admin 
istration  couldn't  have 
bought  better  coverage  of 
its  plan  to  issue  inflation 
indexed  bonds  later  this 
year. 

"A  victory  for  good 
government,"  raved  a 
New  York  Times  edi- 
torial. London's  mar- 
ket-savvy Financial 
Times  praised  the 
bonds  as  a  "risk-free 
asset"  that  "deserve  a 
warm  welcome." 

Inflation-indexed 
bonds  could  ultimately 
live  up  to  all  this  hype. 
The  new  securities,  which 
offer  a  fixed  rate  of  i-eturn 
over  the  inflation  rate,  stand  to 
be  a  smash  with  unsophisticated 
individual  investors — folks  who  want 
to  save  for  retirement  and  their  kids' 
college  tuition  without  won-ying  that 
higher  prices  or  a  market  crash  will 
erode  their  nest  egg.  The  bonds  also 
score  big  with  Federal  Reserve 
Chairman  Alan  Greenspan,  who 
hopes  they  will  help  him  gauge  infla- 
tion expectations. 

SHIFTING  THE  RISK.  For  its  part,  the 
Ti'easury  Dept.  is  betting  that  the 
new  bonds  will  lower  boiTowing 
costs,  because  investors  will  accept 
lower  interest  in  return  for  protec- 
tion against  higher  inflation.  While 
Treasury  has  been  studying  the  idea 
since  1994,  one  Administration  offi- 
cial admits  that  the  timing  was  de- 
signed to  win  points  with  voters. 

Lost  in  all  the  euphoria  is  a  recog- 
nition that  these  bonds  mark  a 
wholesale  transfer  of  risk  from  in- 
vestors to  taxpayers  if  the  economy 
suffers  another  price  surge  and  the 
government  has  to  pay  higher  rates. 
Today,  it's  hard  to  envision  inflation 
soaring  anytime  soon.  But  Greenspan 
won't  Ave  forever,  and  his  successor 
may  not  share  his  intolerance  for 
inflation. 

If  public  demand  for  indexed 
bonds  runs  as  high  as  some  experts 
predict,  they  could  turn  into  another 
unfimded  liability  for  the  govern- 


ment, along  with  Social  Security  and 
federal  pensions.  "Isn't  this  another 
case  where  Tr-easury  has  promised  a 
new  benefit  that  it 
hasn't  indemnified  the  taxpayer 
against?"  asks  James  M.  Griffin,  in- 
vestment strategist  for  Aeltus  In- 
vestment Management  Inc.  If  in- 
dexed bond  fever  spreads,  it  could 
also  give  renewed  rise  to  the  "c:ola" 
mentality  that  pervaded  the  1970s 
after  lawmakers  decided  to  provide 
a  cost-of-living  adjustment  to  Social 
Security  beneficiaries.  Since  1972, 
COLAS  have  tripled  the  average  re- 
tiree's benefits. 

For  taxpayers,  the  last  fine  of  de- 

RAW  DEAL? 

In  Britain,  yields  on  indexed  bonds 

have  lagged  behind  yields  on 
traditional  government  bonds  (gilts) 
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fense  against  inflation  and  govern- 
ment profligacy  has  been  Wall 
Street's  "bond  vigilantes,"  who  send 
interest  rates  soaring  at  the  fiirst 
sign  the  Fed  is  letting  inflation 
rise.  By  buying  indexed 
bonds,  though,  investors 
will  care  less  about  infla- 
tion because  they  will 
have  insurance  against 
it.  Indeed,  depending  on 
how  rates  are  set  on 
the  indexed  bonds,  in- 
vestors could  have  rea- 
son to  hope  for  infla- 
tion, since  periods  of 
low  inflation  will  leave 
them  with  returns  he- 
low  those  on  ti'aditional 
bonds.  That's  what  hap- 
pened in  Britain  in  much 
of  the  1980s  (chart). 
REVOLT?  Proponents  of  in- 
dexed bonds  are  arguing  that 
the  prospect  of  higher  interest 
costs  if  inflation  picks  up  will  force 
policymakers  to  act  pnidently.  But  if 
so,  why  have  the  perennial  deficits 
responsible  for  a  $5  trillion  federal 
debt  failed  to  scare  Washington  into 
a  balanced-budget  agreement? 

The  next  generation  of  taxpayers 
may  revolt  if  indexed  bonds  result  in 
an  even  gi-eater  debt  burden.  And 
that  could  spell  trouble  for  the  bond- 
holders. If  Uncle  Sam  is  in  a  fiscal 
pinch,  he  may  be  tempted  to  arbi- 
trarily recalculate  the  inflation  rate 
dowiward.  "When  government  bears 
the  risk  of  inflation,  I  don't  trust  the 
long-term  ability  of  politicians  to 
make  rational  decisions,"  says  Derek 
Sasveld,  senior  consultant  for  Ibbot- 
son  Associates  Inc. 

Ti-easury  officials  dismiss  any  ma- 
jor- risks  to  taxpayers  or  bondhold- 
ers, saying  that  inflation-indexed 
bonds  are  intended  to  be  just  a  niche 
product.  And  it's  hard  to  quibble 
with  the  Administration's  debt  man- 
agement: Tr-easury's  1993  decision  to 
shift  to  shorter  maturities  should 
save  taxpayers  about  $7  billion  over 
five  years.  But  if  indexed  bonds 
prove  a  hit,  it  may  be  hard  for  Ti'ea- 
sury  to  limit  sales.  If  so,  these  "risk- 
ft-ee"  investments  may  be  anything 
but. 

Foust  covers  the  Treasury  Dept. 
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4TERVIEWS 


IL  GORE 

fALKS  BUSINESS 

[ow  hard  can  the  Clintonites  push  corporate  responsibility? 


n  a  May  21  meeting  with  business 
WEEK  editors,  Vice-President  Al  Gore 
discussed  the  Clinton  Administra- 
mi's  plans  to  promote  responsible  ern- 
\oyment  policies  in  U.  S.  busiriess — 
ir  pay,  training,  health  insmmice,  a^-iid 
'£  like.  Gore  and  his  wife,  Tipper;  plan 
host  a  meeting  on  work  and  family 
sues  on  June  23  and  2^  in  Nashville. 

Were  you  at  the  President's  [May 
)]  meeting  on  social  responsibility? 
:  Sure,  we  work  hand  in  hand  on  that, 
he  President  asl<;ed  me  to  speak  as  a 
hief  operating  t  fficer]  of  goveniment. 
orporations  spoke  about  part- 
jrships  and  family-friendly  poli- 
es.  1  presented  the  poHcies  and 
le  initiatives  we  have  going  in 
le  federal  government. 


plays  well  to  the  natural  constituency  of 
the  Deniocratic  party. 
A:  Well,  it's  a  challenge.  We  believe 
our  policies  have  moved  this  country  in 
the  right  direction.  The  statistics  bear 
that  out:  8.5  million  new  jobs,  the  lowe.st 
inflation  in  30  years,  unemployment 
down  20% .  The  deficit  on  Sept.  30  will 
go  down  for  the  fouilh  year  in  a  row  in 
a  President's  term,  for  the  first  time  in 
152  years.  The  government  has  been 
downsized.  There  are  more  new  small 
businesses  than  ever  in  histoiy  Corpo- 
rate profits  look  good,  the  stock  market 
has  gone  up  75%  in  31^'  years.  Exports 


suit  personally  has  been  a  tax  increase. 

Q:  Vetoing  the  product  liability  km 
ticked  off  a  lot  of  CEOs. 
A:  I'm  sure,  but  the  President  ex- 
plained the  reasons  for  that.  You  know, 
it  had  special,  really  offensive  provi- 
sions for  the  gim  lobby  and  for  the  to- 
bacco industry  inserted  in  the  bill  in 
conference.  [Tobacco]  is  by  far  the 
lai'gest  soui'ce  of  money  for  the  Repub- 
lican Party.  The  rnc  [Republican  Na- 
tional Committee]  is  abnost  a  subsidiaiy 
of  the  tobacco  industiy. 

Q:  Do  you  think  [Bob  Dole]  will  cayn- 
paign  on  [social  responsibility]? 
A:  Fm  not  sure  he's  interested.  Dole 
hasn't  said  a  substantive  word  about  it. 

Q:  Is  this  going  to  be  a  campaigyi 
theme  for  you? 

A:  Well,  we  think  it's  a  challenge  the 
country  has  to  undertake,  regardless  of 
the  impact  it  has  in  the  election.  I  per- 


il Are  executives  seriously  in- 
rested  in  these  issues? 
I  Absolutely.  If  you  buy  the 
odel  that  led  executives  to  see 
leir  employees  not  just  as  a  eol- 
ation of  muscles  but  also  people 
ith  brains,  I  think  the  next  step 
to  see  them  as  muscles  and 
"ains  and  also  emotions  and  loy- 
ties.  By  respecting  them  as 
embers  of  families  and  individu- 
s  worried  about  retirement, 
ialth  care,  and  education,  com- 
mies get  a  higher  degree  of 
)mmitment,  loyalty,  creativity, 
id  innovation.  That's  the  theory,  and 
lese  people  made  a  veiy  strong  case 
lat  it  works. 

!:  Is  it  only  because  they're  concerned 
bout  the  political  climate? 
:  None  of  them  openly  admitted  that 
lat  was  a  factor  in  their  tliinking.  [But] 
le  corporate  community  has  to  be  af- 
cted  by  the  rising  concern  on  the  part 
'  organized  labor  and  others  who  point 
at  that  the  payoffs  from  corporate 
jwnsizing  have  been  long  delayed  so 
r  as  the  workforce  is  concerned. 

[:  How  does  this  play  out  for  the  Ad- 
linistration  politically?  On  the  one 
md,  it's  good  to  be  arguing  that  we 
ive  a  strong,  vital  economy.  On  the 
'her  hand,  the  economic  anxiety  issue 


"We  believe  our  policies 
have  moved  this  country  in 
the  right  direction.  The 
statistics  bear  that  out " 


VICE-PRESIDENT  AL  GORE 


are  up.  Wages  in  real  temis  finally  have 
started  going  back  up. 

But  it's  hard  to  talk  about  the  good 
things  without  seeming  inadvertently 
to  be  saying  it's  good  enough.  We  don't. 
We  say  this  progress  is  evidence  that 
we  know  how  to  move  even  further  in 
the  direction  that  we've  been  headed. 

Q:  Why  do  you  have  a  hard  time  sell- 
ing tlie  strength  of  your  economic  per- 
forniance  to  CEOs? 

A:  I  don't  think  it's  that  complicated.  I 
think  they  are  disproportionately  rep- 
resented in  the  1.2%  of  the  American 
people  that  got  an  income-tax  increase. 
I  think  policies  that  are  manifestly 
good  for  their  shareholders,  their  em- 
ployees, and  their  corporations  still 
don't  look  attractive  to  them  if  the  re- 


sonally  doubt  that  corporate  responsi- 
bility has  a  lot  of  traction  as  a  slogan. 
That's  not  why  we're  pursuing  it. 

Q:  If  you  feel  strongly  about  corporate 
responsibility,  why  haven't  you  offered 
tax  incentives  to  eiicourage  training? 
A:  We  have  an  open  mind.  But  the  con- 
sensus among  our  economic  team  has 
been  that  the  ti-ansaction  costs  and  the 
unintended  side  effects  of  some  of  these 
proposals  may  turn  out  to  outweigh 
their  advantages. 

Q:  What  do  you  think  about  Dole  leav- 
ing the  Senate? 

A:  I  think  it's  too  early  to  tell  whether 
the  advantages  of  not  being  tied  down 
in  the  Senate  will  outweigh  the  disad- 
vantages of  not  having  a  podium. 
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CRISES 


MANAGING  TRAGEDY 
AT  VALUJET 

Grieving  families  came  first,  then  a  probe  and  panicky  investors 

VakiJet  Pi"esident  Lewis  Jor- 
dan had  arranged  a  special 
company  event:  He  and  27 
employees  were  to  constinct  a 
Habitat  for  Humanity  home  in 
Atlanta  beginning  on  May  11. 
The  idea  was  to  build  team- 
work while  solidifying  ValuJet 
Airlines  Inc.'s  links  to  the  city. 
As  Jordan  was  tacking  in  in- 
sulation at  about  2:80  that  day, 
the  pager  on  Public  Relations 
Director  Marcia  Scott's  waist 
trilled.  Calling  back,  Scott 
turned  white:  A  ValiJet  plane 
in  Florida  had  dropped  off 
radar  Scott  didn't  speak,  but 
Jordan  looked  at  her  and  rec- 
ognized trouble.  "We'd  better 
go,"  he  said,  and  strode  to  his 
car  still  wearing  his  nail  apron. 

Plane  crashes  create  dread- 
ful, vivid  memories.  And  this 
one  offered  a  haunting  image: 
the  mucky,  black  crater  in  the 
Everglades  with  no  tail  or 
fuselage  in  sight.  It  was  Jor- 
dan's job  to  salvage  something 
fi'om  the  disaster,  in  which  110 
people  died.  Jordan,  an  indus- 
try veteran  who  co-founded  ValuJet 
three  years  ago  with  three  partners, 
had  no  experience  with  a  crisis  of  such 
magnitude  and  intensity.  But  he  and  his 
colleagues  have  been  working  around 
the  clock  to  handle  government  inquiiies 
and  press  criticism.  Now,  they  are  fo- 
cused on  an  equally  tough  project:  shap- 
ing a  future  for  a  shattered  airline. 
CARETAKING.  Wlien  he  reached  ValuJet's 
offices  near  its  operations  base  at  At- 
lanta's Hartsfield  Intemational  Airport 
on  May  11,  Jordan  immediately  dis- 
patched a  ValuJet  team  to  Miami.  He 
stayed  behind  to  orchesti'ate  caretaking 
for  victims'  families.  One  of  his  iirst  calls 
was  fi'om  McDonnell  Douglas  Corp. 
Pi'esident  Hany  C.  Stonecipher;  offering 
condolences  and  sending  teams  to  aid 
the  investigation  and  safety  inspections 


of  ValibJet's  fleet,  composed  entirely  of 
McDonnell  Douglas-made  DC-9  and  md-80 
air-craft  averaging  26.4  years  old. 

In  Miami,  where  Jor'dan  anived  after 
3  a.m.  on  May  12,  ValuJet  flew  in  spe- 
cially trained  employees  from  around 
the  country,  assigning  one  to  each  fam- 
ily to  help  them  giieve,  arTange  housing, 
and  inform  them  of  any  developments. 
Later,  the  counselor's  would  organize  a 
tour  of  the  cr-ash  site. 

The  next  day,  back  in  Atlanta,  a 
weary  Jordan  began  dealing  with  the 
business  impact  of  the  tr-agedy.  Valu- 
Jet's stock  closed  down  23%  on  the  first 
day  of  trading  after  the  crash.  And  on 
May  15,  the  Federal  Aviation  Adminis- 
tration, criticized  in  Washington  for  lax 
oversight,  announced  an  unprecedented 
plan  to  inspect  every  ValuJet  plane 


and  fly  inspectors  on  every  route 
Customers  did  not  immediately  aban 
don  ValuJet.  Fewer  than  10%  cancelec 
reservations  after  the  crash.  But  b; 
May  16,  ValuJet's  schedule  was  a  sham 
bles  as  every  plane  under-went  detailec 
inspection  and  maintenance.  Jordan  can 
celed  half  of  ValuJet's  flights  indefinite 
ly.  And  he  phoned  usAir  President  an( 
Chief  Ojjer-ating  Officer  Rakesh  Gangwa 
and  asked  him  to  accep 
JORDAN:  "A  lot    ValuJet  passengers  wh( 
of  people  told     were  knocked  off  can 
us  in  1993  we     celed  flights.  "Whateve 
wouldn't  make   we  can  do  to  help, 
it. ..Well  make    Gangwal  told  him.  Th 
it  through  this"  chief  executive  of  an 
other  car'rier — -Jorda 
won't  say  who — turned  down  the  sam 
request. 

A  week  after  the  cr-ash,  the  actio 
had  migr-ated  ft'om  the  command  cente 
to  executives'  offices.  Marketing  Direc 
tor  Ponder-  Harrison,  who  had  pune( 
ValuJet's  advertisements  off  the  radi 
after  the  crash,  began  mapping  out 
postcrash  strategy.  ValuJet  wall  stic 
with  its  "Critter"  logo  and  the  "goo 
times,  gr-eat  fares"  motto,  but  like  mos 
airlines,  it  probably  will  shy  away  fror 
the  safety  issue  in  marketing  plans. 
"STAYING  POWER."  Meanwhile,  Chief  F 
nancial  Officer  Stephen  C.  Nevin  an 
CEO  Robert  Priddy  reached  out 
shar'eholders,  bondholders,  and  lenders 
Pr-iddy  assured  analysts  in  a  May  2 
confer-ence  call  that  ValuJet's  insuranc 
will  cover  the  accident's  costs.  And  it 
$254  million  in  cash,  he  said,  "gives 
considerable  staying  power"  even  if  tr-a 
fic  does  not  bounce  back. 

Jor'dan  believes  passengers  eventuall 
will  retur-n  to  ValuJet.  "A  lot  of  peopl 
told  us  in  1993  that  we  wouldn't  make  i 
but  we  did.  It  was  tough,  but  we  mad 
it,  and  we'll  make  it  through  this."  On 
event  that  may  take  some  heat  off  Valil 
Jet:  SabreTech  Inc.,  the  company  thap 
supplied  oxygen  tanks  to  Flight  592  tha 
may  have  led  to  the  crash,  said  on  Ma 
21  that  it  had  mislabeled  the  cargo. 

Still,  Valalet  isn't  expected  to  resum 
a  ftrll  schedule  until  the  fourth  quarte: 
For  now,  Jordan  takes  str'ength  from 
message  that  ValuJet  pilot  Dusty  Rhode 
left  on  his  voice  mail  one  night:  "Toug 
times  don't  last,  tough  people  do."  Ths 
may  be  so.  But  for  ValuJet,  recoverin 
promises  to  be  a  long,  slow  ordeal. 

By  Daind  Greising  in  Atlant 


ValuJet  flew  in  specially  trained  employees  from 
around  the  country,  assigning  one  to  each  family 
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Right  now  over  25  million  people  are  moving 

in  the  same  direction 


Windows  95 


And  who  knows,  a  conga  line  coald  get  started  any  minute 


eople  are  moving  and  the  enthusiasm  is  building.  That's  what's 
appening  with  the  Windows'  95  operating  system.  Because  it's 
imply  better  than  Windows  3.1.  The  press  and  the  industry  agree 
lat  now  IS  the  time  to  move  to  Windows  95.  The  Wall  Street  Journal's 
jchnology  guru.  Walter  Mossberg  said,  "After  6  months,  my  verdict 
>  that  Windows  95  has  proven  itself  to  be  a  solid,  well-designed 
roduct  that  enhances  the  computing  experience  for  average  users 


and  IS  a  much  better  way  to  go  than  older  Windows  (3.1)  and  DOS." 
Windows  95  has  also  won  over  a  dozen  industry  awards,  like  PC 
Magazine  Product  of  the  Year,  and  BYTE/Best  of  COMDEX  — and 
all  this  since  it  launched  only  nine  months  ago.  So  why  settle  for 
Windows  3.1?  Just  remember  to  bring  your  party  shoes  —  because 
you  never  know.  Pick  up  Windows  95  at  your  local  retailer,  or  get 
more  information  at  www.microsoft.com/windows/. 
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COMMENTARY 

By  Robert  D.  Hof 


SUPERCOMPUTERS:  THIS  TIME.  JAPAN  IS  RIGHT 


I 


t's  a  familiar  drill  for 
any  government-fund- 
ed research  center 
shopping  for  a  new  su- 
percomputer: spend  a 
year  or  two  putting  the 
world's  fastest  machines 
from  all  over  the  world 
through  their  paces.  If  a 
U.  S.  supercomputer 
maker  such  as  Cray  Re- 
search Inc.  comes  out  on 
top,  the  deal  is  done.  If 
a  Japanese  company 
wins,  Cray  and  its 
friends  in  Washington 
raise  economic  or  nation- 
al security  concerns. 

That's  precisely  what 
happened  on  May  17, 
when  the  National  Cen- 
ter for  Atmospheric  Research  (ncar) 
in  Boulder,  Colo.,  chose  Japan's  NEC 
Corp.  over  Eagan  (Minn.)-based  Cray 
to  supply  it  with  a  $35  million  weath- 
er forecasting  supercomputer.  Repre- 
sentatives Martin  0.  SaSo  (D-Minn.) 
and  David  R.  Obey  (D-Wis.)--each 
with  Cray  facilities  in  their  dis- 
tricts— sent  protesting  letters  to  the 
National  Science  Foundation,  which 
helps  manage  ncar.  The  Commerce 
Dept.  also  charged  that  NEC  is  selling 
the  system  below  cost.  Maybe.  But 
this  case  reeks  of  politics.  So  fai;  nei- 
ther Cray  nor  Commerce  has  offered 
solid  evidence  of  dumping. 
CRYING  WOLF.  This  tired  routine 
must  stop.  The  U.  S.  can't  stay  ahead 
in  supercomputers  if  the  government 
keeps  ci-ying  wolf  every  time  U.  S. 
companies  lose.  Nor  can  industries 
and  agencies  that  rely  on  the  latest 
technology  operate  at  their  peak  if 
they  are  bullied  into  buying  ma- 
chines only  from  U.  S.  suppliers. 
Charges  one  large  supercomj)uter 
customer:  "There  has  been  a  decade 
of  intimidation  by  the  federal  gov- 
ernment against  people  who  want 
the  best  technology  in  the  world." 

The  numbers  seem  to  back  that 
up.  Cray  has  about  130  supercomput- 
er installations  in  Japan,  compared 
with  a  combined  80  installations  by 
NEC  and  Fujitsu  Ltd.,  the  two  main 
Japanese  suppliers.  And  Cray  says  it 
has  six  Japanese  government  cus- 


TWISTER!  TIlP  NCAR  cliosi 

NEC'.s  iveatlier  coiiipiiter  orrr  rr((//'.s 

tomers.  But  in  the  U.  S.,  where  Cray 
claims  320  installations.  NEC  and  Fu- 
jitsu have  only  two  installations 
each — none  at  government  agencies. 
Even  given  Cray's  long  market  pres- 
ence and  broader  array  of  software 
and  hardware,  it's  clear  that  Japan- 
ese vendors  have  been  excluded. 
Fred  W.  Weingarten,  government  af- 
fairs director  of  the  Computing  Re- 
search Assn.,  worries  that  such  dis- 
crimination "could  create  a  backlash 
against  all  U.S.  computer  fii'ms  to 
advance  the  interest  of  one." 

There  may  be  a  legitimate  interest 
in  supporting  the  domestic  supercom- 
puter industry,  which  has  been  rav- 
aged by  defense  cutbacks.  Even 
Cray,  the  last  major  independent 
U.  S.  supercomputer  maker,  suc- 
cumbed to  the  industry  slowdown  by 
agreeing  last  Feb- 


niary  to  be  ac- 
quired by  Silicon 
Graphics  Inc. 
Moreover,  Com- 
merce has  reason 
to  be  vigilant:  NEC 
and  Fujitsu,  huge 
as  they  are,  could 
easily  massage  the 
numbers  and  blow 
Cray  out  with  cut- 
rate  pricing. 

But  in  this  ease, 
many  analysts  and 
supercomputer  cus- 
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tomers  think  NEC  was 
clean,  "nec  apparently 
had  the  better  machine 
for  this  application," 
says  Gary  Smaby,  presi- 
dent of  supei'computer 
market  researcher  Sma- 
by Group  Inc.  Richard 
S.  Greenfield,  director 
of  the  division  of  atmos- 
pheric sciences  at  nsf, 
says  NEC's  machine  was 
more  suited  to  ncar's 
type  of  climate  model- 
ing than  Cray's  offering. 
More  than  that,  says 
Libby  Bogard,  contracts 
manager  at  the  Univer- 
sity Corporation  for  At- 
mospheric Research, 
which  manages  ncar 
with  NSF,  "the  Japanese  seem  to  be 
maybe  a  full  year  ahead"  on  a  chip 
technology  that  cuts  the  cost  of  su- 
perfast  machines  substantially. 
STRONGER  SHAPE.  Cray  doesn't  need 
government  protection  to  catch  up. 
It,  too,  is  exploiting  new  chip  tech- 
nology. And  under  Silicon  Graphics, 
it  is  in  a  stronger  position  than  ever. 
"One  loss  here  or  there  is  not  going 
to  mortally  wound  them,"  says  Gart- 
ner Group  Inc.  analyst  Howard  Rich- 
mond. Indeed,  despite  its  recent 
struggles,  Cray  had  a  commanding 
56%  share  of  the  woi'ld  supercomput- 
er mai'ket  last  yeai'  (chart). 

Cray  has  some  cause  for  concei-n. 
Robert  H.  Ewald,  Cray's  president, 
says  Japanese  companies  lately  have 
been  cutting  prices  more  aggressive- 
ly worldwide.  Moreover,  he  says,  "in 
the  last  18  months, 
we've  done  consider- 
ably less  business  in 
Japan." 

But  if  NEC  is  found 
to  be  dumping,  the 
law  can  remedy  that. 
In  the  meantime, 
there's  no  reason  to 
let  politics  freeze  out 
competition  fi'om 
Japan. 


DATA;  SMABY  GROUP  INC 


Hof  follows  tech- 
nology from  San  Ma- 
teo, Calif. 
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Windows  95 


'your  wildly 

impatient  side 


I  can  check  scores  online  wliile  downloading  from  the  Internet,  because  I  don't  have  time  to  wait. 


Your  tired  twiddling  thumbs  confirm  that  you  don't 
wait  well,  so  why  are  you  using  Windows'  3.1?  With 
the  Windows  95  operating  system,  the  Internet  no 
longer  needs  to  be  such  a  slow  and  aggravating  ordeal. 
Windows  95  allows  you  to  multitask,  so  you  can  do 
other  things  while  you're  downloading.  That  means  less 
waiting  like  you  do  with  Windows  3.1.  What's  more, 


with  built-in  multmiedia  technology,  you  can  experi- 
ence video  and  sound  on  the  Web  that  much  better. 
And  if  you're  new  to  the  Internet,  Wmdows  95  makes 
it  easier  to  get  started.  Patience  may  be  a  virtue,  but 
waiting  on  the  Internet  is  positively  sinful.  So  pick  up 
Windows  95  at  your  local  retailer,  or  get  more  information 
at  www.microsoft.com/windows/internet/ 


Microsoft 
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THE  INTERNET 

FOR  MORE  ABOUT 
TIDE,  CLICK  HERE 

P&G  is  online,  but  the  Web 
isn't  craz>^  about  the  terms 

In  late  April,  when  Pi-octer  &  Gamble 
Co.  finally  began  advertising  on  the 
Worid  Wide  ^^eb,  it  seemed  like  good 
news  for  cyberworld:  Support  from 
America's  Xo.  1  advertiser  gave  the  Web 
new  credibility  with  business.  In  retro- 
spect, though,  the  online  world  might 
\\ish  PiG  had  bided  its  time  a  bit  more. 

Pi'octer  has  gotten  some  of  the  Web's 
most  popular  publishers  to  junk  theu- 
usual  approach  to  ad  pajTnent,  say  the 
companies  that  ttuned  down  p&g's  deal. 
In  a  test  airangement.  instead  of  com- 
pensating online  companies  for  each  con- 
sumer who  sees  a  Pi-G  ad,  p&g  wiH  pay 
only  when  the  online  customer  "chcks" 
fi'om  that  ad  to  one  of  p^-g's  own  Web 
sites.  This  means  that  Yahoo  I,  a  major 
online  provider  that  agi-eed  to  p&g's 
tenns,  won't  make  any  money  if  a  cus- 
tomer sees  a  spot  promoting  Pi-G's 


Sunny  Delight  juice  drink  unless  the 
customer  moves  on  to  its  Sunny  De- 
hght  Web  site,  which  has  a  game  with 
vaiious  prizes. 

FOLLOW  THE  LEADER.  Pi.G  and  Yahoo! 
won't  comment  on  then-  deal's  temis,  al- 
though Yahoo  I  says  it  does  have  some  in- 
put into  the  ads.  But  neai'ly  eveiyone 
agi'ees  that  p&g's  ad  deals  mai'k  a  major 
depaitiu'e  fi'om  rs'  and  print  advertis- 
ing practice.  That's  because  they  leave 
publishei-s  dependent  on  the  quality  and 
effectiveness  of  the  advertising. 

If  other  advertisei-s  decide  to  follow 
PiG's  lead.  Web  publishei-s  such  as  Ya- 
hoo I,  Excite,  and  Lycos  could  see  theii' 
ad  revenue  gi'owth  stimted.  WebTrack 
InfoiTnation  Senices  savs  that  onlv  1% 


SNAG:  Web  revenues  may  wither 
utiiers  adopt  P&G's  scheme 

to  2%  of  Web  ads  on  these  populi 
ser\ices  interest  cyberstirferl 
enough  for  them  to  want  to  take 
closer  look.  "People  think  Yahoi 
iias  put  a  stake  in  the  heart  of  tb 
industry"  by  agreeing  to  p&g' 
:erms.  says  William  Townsenc 
vice-president  for  advertising  a 
Lycos,  which  tm-ned  p&g  down. 

Yahool  sales  dii'ector  Ami  Sing 
calls  that  "Yerv  stagnant  thinking. 
Others,  however,  contend  that  p&g  i 
getting  something  for  nothing:  the  ex 
postu*e  of  its  bi-and  names  to  all  who 
its  banner  ads.  whether  or  not  thos 
cybei-space  \isitoi-s  chck  to  one  of  p&g' 
^Veb  sites. 

Some  ad  experts  believe  the  real  ai 
vertising  potential  of  the  Web  hes 
sites  that  tai'get  usei"s  more  naiTowl 
Even  Procter  relented  on  its  pricing  d' 
mands  when  it  signed  on  to  advertis 
with  iMUage  Inc.'s  Pai*ent  Soup,  a  site  d 
rected  at  pai-ents,  and  it  is  exploiing  th 
possibihties  of  developing  new  conter 
with  iMUage.  But  new  venue  or  no.  eve 
in  this  comer  of  cybei'space  the  might 
mai'keter  seems  to  be  calling  the  shots 
By  Zachary  Schiller  in  Clevelan 


THE  INTERNET 

INFO  HIGHWAY 
JUGGERNAUT 

AT&T  is  mo\\1ng  dowTi  its 
rivals  in  online  senices 

In  the  online  world,  at&t  wasn't  fii-st. 
Its  service  isn't  the  cheapest.  Its 
technology-  isn't  the  latest.  But  it  is 
big.  Big  enough,  in  fact,  to  knock  out 
eariier  online  pioneers  with  ease. 

Since  at&t  started  WorldXet.  its 
Sl9.95-a-month  Internet  access  senice, 
on  Mai".  14,  it  has  received  some  6(X),000 
requests  for  the  software,  shipped 
300,000  copies,  and  signed  up  some 
150.000  subscribei-s.  Tliat's  about  half 
as  many  subscribers  as  two-year-old 
Netcom  On-Line  Communication  Ser- 
vices Inc..  the  lai'gest  Internet  senice 
pro\ider,  even  though  AT&T  has  yet  to 
run  aiiy  ads  or  promotions.  "No  question 
that  we  tmderestimated  the  response 
to  om"  offer,"  says  WorldXet  Mce-Pi-es- 
ident  Tom  Evshn. 

So  did  his  competitors.  Tlie  1.400  or  so 
smaller  Internet  senice  pro\iders  ai'e 
finding  at&t's  shadow-  exceedingh-  long. 


A  Yankee  Group  Inc.  study  released  in 
December  found  that  45%  of  online  con- 
sumers would  prefer  to  use  at&t.  No 
other  pi-o\ider  garnered  more  than  10%. 
CASUALTIES.  ATi-T's  foray  onto  the  Net 
has  already  claimed  a  few  casualties. 
PSixet  Inc.  annotmced  on  May  13  that  it 
would  cut  50%  of  its  workforce  and  close 
down  Pipeline,  a  consumer-orient- 
ed Internet  ser\ice.  to  focus 
on  high-end  customers 
"Let's  just  say  we're 
getting    out  of 


AT&T's  way,"  says  PSixet  Chairma 
William  L.  Schrader.  Netcom  is  als 
moving  away  fi'om  entry-level  N< 
smfei-s.  while  uixet  Technologies  In 
gave  up  the  fight  on  Apr  30.  when  it 
nounced  plans  to  sell  out  to  Mr 
Commimications  Co.  Even  the  futtu'e  ( 
proprietary  services  is  threatene( 
CompuSen"e  said  on  May  21  that 
wiD  become  more  Intemet-focuse 
and  Pi'odigy  annotmced  on  May  ] 
that  it  %vill  move  dii-ectly  to  th 
Internet. 

AT&T's  WorldNet  success  is  a  dr; 
matic  departtu'e  fi'om  its  past  attempt 
to  compete  online.  In  1994.  it  paid  Zi 
Commtmications  Co.  more  than  .S-50  mi 
lion  for  Interchange,  a  proprietaiy  oi 
line  sen  ice.  But  infoimation  pro\idei 
avoided  Interchange  in  di-oves,  and  .at* 
closed  it  down  just  nine  months  aftf 
buying  it.  Now,  .at&t  believes  the  key  t 
success  is  an  Internet  senice  that 
as  reliable  as  its  phone  network.  Fo; 
rester  Reseai'ch  Inc.  consultant  Emil 
Green  says  the  service  will  probabJ 
still  not  satisfy  the  most  sophisticate 
Net  suifei-s.  "but  [atatT  is]  sening  tl 
great  middle."  Or.  as  Lily  Tomlin 
Ernestine  said:  "We  don't  cai-e.  We  dor 
have  to.  We're  the  phone  company." 

By  Catherine  Arnst.  with  Paul  A 
Eng.  i»  Xew  York 


I 


I  can  finally  work  like  I'm  at  the  office  and  keep  ideas  from  leaving  the  station  without  me. 


'hen  you're  away,  you  need  to  easily  connect  to  the  office 
nd  get  work  done  before  an  idea  starts  looking  for  that 
oast-bound  train.  And  the  Windows  95  operating  system 
lakes  the  experience  much  easier  than  Windows  3.1.  With 
iaI-Up  Networking,  getting  connected  is  as  easy  as  clicking 
n  an  icon.  Multitasking  in  Windows  95  lets  you  download 
-mail  while  working  on  other  documents.  And  there's  Plug 


and  Play,  which  makes  it  simple  to  add  compatible  hardware 
like  PCMCIA  cards  by  recognizing  and  automatically 
configuring  them  for  you.  So  you  make  fewer  calls  to  help 
lines.  With  Windows  95.  finally  your  office  is  wherever  you 
happen  to  be  —  so  you'll  never  miss  that  train  of  thought. 
Pick  up  Windows  95  at  your  local  retailer,  or  get  more  infor 
mation  at  www.microsoft.com/windows/mobile/. 


Microsoft 

WHERE    DO  YOU    WANT   TO    GO  TODAY'' 


1996  Microsoft  Coiporalion.  All  rights  reseived.  Microsoft  and  Windows  are  registered  trademarks  and  the  Start  logo  and  Where  do  you  want  to  go  loday^  are  trademarks  of  Microsoft  Corporatiui 


In  Business  This  Week 


EDITED  BY  KELLEY  HOLLAND 


BANKING  ON  A 
BANKER'S  BANK 

JUST  WHEN  YOU  THOUGHT  IT 

might  be  history,  Bankers 
Ti-ust  is  back.  On  May  22, 
the  bank  announced  that  it 
has  agreed  to  pay  an  undis- 
closed amount  for  Wolfen- 
sohn,  the  boutique  invest- 
ment bank  headed  by  Paul 
Volcker.  Bankers  Ti'ust  has 
been  trying  to  rebuild  its 
business  and  its  reputation 
after  settling  several  law- 
suits brought  by  disgrun- 
tled customers  of  its  deriva- 
tives business.  Teaming  with 
former  Federal  Reserve 
Chairman  Volcker  should 
help.  "I  do  not  think  Paul 
Volcker  at  this  point  in  his 
career  would  join  the  board 
of  a  company  that  is  in  any 
way  a  question  mark,"  says 


CLOSING  BELL 


FEELING  NO  PAIN 

Chiron  is  having  a  banner  few 
weeks.  First,  it  split  its  stock. 
Then,  a  home  HIV  test  it 
helped  develop  won  FDA 
approval.  On  May  21,  a  study 
at  the  American  Society  of 
Clinical  Oncology  showed  that 
Aredia,  a  Chiron  drug  used  for 
a  type  of  leukemia  and  a  bone 
disease,  reduces  bone  frac- 
tures by  40%  in  breast  can- 
cer patients.  Aredia  also  was 
shown  to  slow  breast  cancer's 
spread  to  bone.  Chiron  says 
Aredia  sales  could  be  $40 
million  in  1996.  The  news 
sent  Chiron's  stock  from  96X 
to  106^,  before  it  settled  at 
103X..  on  May  22. 


MAY  13,  '96  MAY  22 

DATA:  BLOOMBERG  FINANCIAL  MARKLTS 


David  King,  Putnam  Invest- 
ments' senior  portfolio  man- 
ager. Putnam  is  Bankers' 
largest  shareholder. 


DARK  DAYS 

FOR  EUROTUNNEL 

there's  STILL  NO  LIGHT  AT 

the  end  of  Eurotunnel. 
Finance  Director  Graham 
Corbett  will  retire  in  June, 
leaving  the  operation  with 
two  vacancies  on  the  board. 
That  news  came  just  days 
after  800  shareholders  held 
a  protest  opposing  a  plan  to 
convert  some  of  the  $12  bil- 
lion in  Eurotunnel  debt  into 
shares.  Eurotunnel  lost  $1.4 
billion  last  year  and  has  sus- 
pended interest  payments 
on  its  debt.  Under  the  plan, 
banks  would  end  up  con- 
trolling 49%  of  the  opera- 
tion, a  formula  Eurotunnel 
rejects.  Next  problem:  Co- 
Chairman  Alastair  Morton 
retires  this  fall. 


PUNISHING 
PUNITIVE  DAMAGES 

CONGRESS  AND  THE  WHITE 

TTouse  have  punted  on  tort 
reform,  but  the  U.S. 
Supreme  Court  on  May  20 
handed  business  a  victory  in 
its  long-lived  campaign  for 
smaller  court  awards.  The 
justices  ruled  that  a  $2  mil- 
lion punitive  damage  award 
by  an  Alabama  court  to  com- 
pensate a  doctor  who  unwit- 
tingly bought  a  new  KMW 
•5351  sedan  with  retouched 
paint  was  "grossly  exces- 
sive." Business  didn't  get 
everything  it  wanted  from 
the  ruling,  however:  Lower 
courts  will  still  have  to  hash 
out  specific  criteria  for  cal- 
culating punitive  damages. 

THIS  TAX  GUT  MAY 
RUN  OUT  OF  GAS 

don't  COUNT  ON  THE  4.3(Z-A- 

gallon  gas  tax  cut  to  last 
much  past  the  election.  The 


HEADLINER:  DAVID  HINSON 


FORGED  UNDING? 


I 


The  nation's  chief  airline 
cop  may  not  survive  the 
May  11  ValuJet  crash.  Fed 
eral  Aviation  Adnninistra- 
tor  David  Hinson  is 
under  fii"e  from 
consumer  advo- 
cates, Congi'ess, 
and  ft-om  vdthin 
the  FAA  for  not  ^. 
taking  a  toughei' 
stance  to  ensure 
safe  skies. 

Hinson  is  an  ex- 
CEO  of  the  now-defimct 
Midway  Airlines  and  a  for- 
mer McDonnell  Douglas 
vice-president.  He  is  also  an 
advocate  of  the  faa's  dual 
mission  to  promote  air*  trav- 
el and  monitor  aviation 
safety — a  mission  now  be- 
ing questioned.  He  says  he 
doesn't  plan  to  stay  long:  "I 
only  promised  to  stay  one 


[Pi'esidential]  tenn."  But 
gi'owing  concerns  about  avi- 
ation safety  could  force  him 
out  sooner.  Says  Gordon 
Johnson,  president  of 
the  union  that 
represents  faa 
inspectors,  "He 
has  to  choose 
between  two 
masters:  The 
public  wants 
safety.  Aii'lines 
want  profits." 
Confidence  in  Hinson  fell 
further  when  he  did  not 
share  with  Congress  a  May 
2  faa  report  showing  the 
accident  rate  of  low-cost 
au'lines — except  South- 
west— is  four  times  that  of 
the  major  carriers.  Now  his 
reticence  may  come  back  to 
haunt  him. 

By  Christbm  Del  Valle 


bill  that  was  passed  by  the 
House  on  May  21  rolled  back 
the  gas  tax  only  through 
December.  And  while  con- 
gressional Republicans  insist 
that  their  goal  is  to  keep  the 
tax  cut  intact  for  the  next  six 
years,  they  have  no  room  in 
their  budget  proposal  for  such 
an  initiative,  which  would 
cost  a  total  of  $28  billion.  Con- 
gressional Republican  offi- 
cials concede  that  the  4.3^  tax 
will  almost  certainly  be 
restored  at  yeai-end.  Total 
value  of  the  temporary  relief 
to  the  average  American:  $16. 

A  TEACHER 
FOR  THE  APPLE? 

MARCO  LANDI   MAY   BE  THE 

magic  bullet  that  Apple 
Computer  Chief  Executive 
Gil  Amelio  needs.  The  52- 
year-old  Landi,  who  was 
named  Apple's  chief  operat- 
ing officer  on  May  21,  has 
rejuvenated  Apple's  Euro- 
pean operations  in  nine 


months.  While  that's  still 
work  in  progress,  he  ha^ 
produced  a  full  turnaroun 
in  12  months  as  the  head  o 
European  operations  fo 
Texas  Instruments.  Hi 
biggest  challenge  in  Cuper 
tino:  winning  back  the  trus, 
of  Apple's  customers.  In  lini 
with  Amelio's  goals,  Lanci 
also  aims  to  tie  every  prot 
uct  to  the  Internet.  "Th 
Internet  gives  us  the  oppoif 
tunity  to  start  anew,"  h^ 
says.  And  that's  just  wha 
troubled  Apple  needs. 

ETCETERA... 


■  Archer  Daniels  Midland 
proposed  civil  suit  settlemen 
is  reasonable,  a  judge  ruled 
m  Martha  Stewait  may  bu 
80%  of  Time-owned  Marth 
Stewart  Living  Enterprises 

■  Computer  Associates 
fourth-quarter  earnings  ros 
2.5%  on  strong  sales. 

■  Shares  of  Saks  Fift 
Avenue  rose  as  much  as  44^ 
in  their  first  trading  day. 
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JR  GRASS  IS  GREENER.  OUR  COLORS  ARE  FINER.  OUR  DIGITAL  COLOR  COPIERS  ARE  FASTER. 


stand  out  from  the  field.  Get  an  affordable  Ricoh  digital  color  copier.  The  world's 
-  smallest  toner  particles  deliver  the  finest  color  presentations  ever.  Faster  than  ever. 

The  fastest  first  copy  as  well  as  the  most  copies  per  minute  in  this  price  range.  And 
^  computer  connectable.  All  in  one  full  line.  This  means  unprecedented  performance 
i,  and  productivity.  Get  our 
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free  video.  Be  bolder. 
Get  more  attention. 
Call  us.  1-800-63-RICOH. 


Official  Copier  and  Fax 
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i^ashington  Outlook 


TED  BY  OWEN  ULLMANN 


ORTABLE  HEALTH  BENEFITS 

DSE  A  CHAMPION,  GAIN  A  CHANCE  

In  turn,  Clinton  has  quietly  agi"eed  to  drop  a  threatened 
veto  of  medical  savings  accounts  (msas),  also  contained  in  the 
House  bill.  A  popular  item  with  small  businesses,  msas  would 
operate  like  iras,  allowing  employer  contributions  to  tax- 
free  accounts  used  by  workers  to  purchase  health-insurance 
covei'age  and  to  pay  out-of-pocket  medical  expenses.  Most 
likely,  msas  will  pass  as  some  sort  of  demonstration  project  or 
a  temporary  tax  bi'eak.  On  the  chopping  block:  provisions  to 
expand  MEWAs  and  exempt  them  from  state  regulation. 

The  biggest  fight  remains  on  the  mental-health  provisions, 
which  prohibit  insm-ere  fi'om  setting  stricter  treatment  limits  on 
mental  than  on  physical  ailments.  The  Na- 
tional Association  of  Manufactiu'ers,  the  U.  S. 
Chamber  of  Commerce,  and  the  Business 
Roundtable,  among  others,  cite  studies  show- 
ing that  the  provisions  would  boost  employ- 
er insurance  costs  by  up  to  11%.  Likewise, 
■»  the  Congi'essional  Budget  Office  estimates 
^ji^^^B  that  800,000  workers  and  dependents  would 
lose  coverage  entu-ely  as  employers  drop  in- 
surance and  shed  workers. 

Opponents  point  out  that  the  provision 
was  hastily  added  in  the  Senate  after  an 
emotional  appeal  by  Pete  V.  Domenici  (R- 
N.  M.),  whose  family  has  been  touched  by  mental  illness.  In 
the  face  of  the  business-lobby  assault,  the  final  bill  may  sim- 
ply call  for  a  study  or  commission  on  mental-health  parity. 

That  would  clear  the  way  for  portability  reform.  Dole  has 
promised  retuing  Senate  Labor  Committee  Chairman  Nancy 
L.  Kassebaum  (R-Kan.),  the  bill's  co-sponsor  along  vdth  Sen- 
ator Edward  M.  Kennedy  (D-Mass.),  to  get  the  legislation 
moving  by  the  Majoiity  Leader's  June  11  departiu'e  from  the 
Hill.  Senate  Democrats,  who  have  been  blocking  progi-ess,  will 
likely  support  a  compromise  on  the  popular  issue  so  long  as 
they  can  claim  some  credit.  If  so,  they  all  can  thank  Bob  Dole 


iuestion:  When  does  the  sudden  retirement  of  a  bill's 
most  powerful  backer  enhance  prospects  for  the  mea- 
^sure's  passage?  Answer:  when  the  retu-ee  is  Senate  Ma- 
;y  Leader  Bob  Dole  and  the  legislation  is  an  effort  to  as- 
!  that  job-hoppers  have  health  coverage. 
Jthough  Dole  has  been  a  prime  mover  behind  health-in- 
ince  portability,  the  drive  stalled  as  he  jousted  with  Pres- 
it  Clinton.  Now,  with  the  Kansan  quitting  the  Senate  to 
s  on  his  White  House  run,  reformers  will  settle  partisan 
;rences  more  easily.  Indeed,  business  lobbyists  worldng  to 
je  an  acceptable  version  are  now  optimistic  that  Con- 
?s  will  send  Clinton  a  bill  he  can  sign, 
usiness'  main  worry  is  that  the  over- 
has  been  loaded  up  with  costly  goodies 
political  booby  traps.  Executives  are 
sing  on  the  four  Ms:  medical  savings  ac- 
its,  malpractice  reform,  mental-health 
ty,  and  mewas  (multiple-employer  wel- 
arrangements) — insurance-pui'chasing 
)eratives  for  small  businesses. 
t  LOCK."  The  core  of  the  Senate  bill  has 
lys  been  popular — and  inexpensive.  It 
lid  make  it  easier  for  workers  to  keep 
th  insurance  if  they  lose  or  switch  jobs 
would  reduce  disqualifications  for  preexisting  medical 
litions.  Business  likes  the  provision  because  it  would 
linate  "job  lock,"  fear  of  losing  health  benefits  by  moving 
.  new  job.  The  measure  also  would  increase  the  current 
■  health-insui-ance  deduction  for  the  self-employed  to  50% 
he  House  bill  or  80%  in  the  Senate  bill, 
ndeed,  a  gi'and  compromise  is  slowly  taking  shape.  Em- 
bers, insiu-ers,  and  medical  providers  favor  limits  on  med- 
malpractice  lawsuits  in  the  House  bill.  But  with  threats 
n  Clinton  to  veto  any  legislation  that  stings  plaintiff 
y-ers,  even  the  American  Medical  Assn.  is  set  to  table  mal- 
;tice  reform  for  now.  "We're  willing  to  be  patient  on  this 
,"  says  AMA  spokesman  James  H.  Stacey. 


COHORTS:  Koinedtj,  Kassebaum 


for  his  parting  gift. 


By  Paul  Magnussoii 


CAPITAL  WRAPUP 


LL'S  SOLOMONIC  SOLUTION      ABORTION  SHOWDOWN 


A  potential  brawl  for  control  of  the 
ouse  Commerce  Committee's  power- 
1  subcommittee  on  telecommunica- 
)ns  and  finance  has  been  defused, 
^er  since  panel  Chairman  Jack 
elds  (R-Tex.)  announced  he'll  retire 
is  year,  W.J.  (Billy)  Tauzin  (R-La.) 
id  Michael  G.  Oxley  (R-Ohio)  have 
len  jockeying  for  the  job.  The  solu- 
5n?  If  the  GOP  retains  control  of  the 
ouse,  the  panel  will  be  split  in  two 
(xt  year,  with  Tauzin  taking  over 
lecom  and  Oxley  snagging  finance. 


►  The  Republican  big  tent  may  have 
sprung  another  leak.  Texas  anti-abor- 
tion activists  threaten  to  deny  seats 
at  the  Repubhcan  Convention  to  Gov- 
ernor George  W.  Bush  and  Senators 
Phil  Gramm  and  Kay  Bailey  Hutchi- 
son because  they  won't  oppose  an 
abortion-rights  backer  for  Vice-Presi- 
dent. Bush  and  Gramm  are  pro-life, 
while  Hutchison — a  Veep  long  shot — 
favors  abortion  choice.  An  embarrass- 
ing showdown  could  come  when 
Texas'  delegates  are  picked  in  June. 


BACK  TO  THE  BALKANS? 

►  Despite  the  tragic  fate  of  the  Com- 
merce Dept.'s  last  trade  mission  to 
Bosnia  and  Croatia,  U.  S.  officials  may 
return  to  the  war-ravaged  region.  The 
April  trip  was  cut  short  when  Com- 
merce Secretary  Ronald  H.  Brown, 
agency  staffers,  and  business  execu- 
tives died  in  the  crash  of  a  military 
plane  near  Dubrovnik,  Croatia.  New 
Commerce  Secretary  Mickey  Kantor 
is  considering  a  summer  visit  to 
advance  Brown's  goal  of  nurturing 
economic  ties  with  the  Balkans. 
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International  Business 


WHAT'S  AT 
STAKE  IN  THE 
GRAND  ALLIAK 

British  Airways,  Am^ 
can  Airlines,  and  US. 
are  on  the  verge  of  a 
strategic  partnership  \ 
that  would  give  the  t% 
powerful  leverage  in  \  ^ 
markets  around  the  g\i  •■ 

■   DATA:  SH&E  INC..  BUSINESS  WEE 


AIRLINES 


A  MEGADEAL 
IN  THE  SKIES 


BA  and  American 
may  team  up-and 
change  the  face  of 
global  aviation 

The  world's  largest  airlines  have 
long  pursued  a  vision  of  the  per- 
fect alliance.  Find  the  right  part- 
ners, the  thinking  went,  and  an 
able  executive  could  create  a  profitable 
network  of  globe-girding  carriers  fer- 
rying passengers  in  and  out  of  the 
world's  major  hubs.  But  the  successful 
jmitnership  has  been  a  rare  event,  while 
meager  payoffs  or  even  huge  losses  on 
hastily  forged  deals  have  been  far  more 
common.  The  blockbuster  deal  that 
would  transform  the  industry  has  elud- 
ed everyone. 

Until  now.  amr  Coip.'s  American  Air- 
lines Inc.  and  British  Aii-ways  PLC,  once 
fierce  rivals,  ai-e  on  the  verge  of  fonning 
an  alliance  that  could  force  other  earn- 
ers to  react  fast  or  risk  irrelevancy.  Ac- 
cording to  sources  at  both  companies, 
the  two  are  working  on  what  amounts 
to  a  virtual  merger.  The  companies 
would  pool  costs  and  revenues,  plan  key 
strategies  such  as  route  structures, 
fares,  and  marketing,  and  feed  passen- 
gers to  each  other.  To  cement  the  part- 
nership, they  may  swap  equity  stakes  of 
up  to  20%.  While  other  carriers  have 
adopted  a  similar  strategy,  no  other  al- 
liance combines  the  physical  reach,  fi- 
nancial muscle,  and  aggressive  poise  of 
American  and  British  Airways,  which 
have  $30  billion  in  sales  between  them. 
HEATHROW  ACCESS.  The  negotiations 
involve  both  government  and  company 
officials.  Senior  executives  feel  that  a 
deal  "is  reasonably  close,"  says  Patrick 
V.  Murphy,  assistant  secretary  for  avia- 
tion and  inteiTiational  affairs  at  the  U.  S. 
Ti-ansportation  Dept.  Everything  de- 


pends on  signing  a  politically  sensitive 
"open-skies"  treaty,  which  will  allow 
British  and  U.  S.  carriers  unrestricted 
access  to  hubs  in  each  country.  Before 
granting  the  antitrust  immunity,  the 
two  carriers  need  to  plot  routes  and 
fares  together.  U.  S.  negotiators  are  in- 
sisting on  open  skies,  which  could  help 
pry  open  Heathrow  airport  to  more 
U.  S.  carriers. 

An  open-skies  pact  hasn't  been  stmck 
yet.  But  if  all  falls  into  place,  American 
Chairman  Robert  L.  Crandall  and  ba 
CEO  Robert  Ayling  will  redraw  the  map 
of  airline  alliances  in  Europe  and  North 
America.  "This  is  bigger  than  anything 
that  has  happened  before,"  says  Keith 
McMullan,  managing  director  of  consul- 
tants Avmark  International  Ltd. 

For  staiters,  American  could  snap  up 
ba's  current  partner, 
usAir  Inc.  usau'  Chair- 
man Stephen  M.  Wolf 
told  shareholders  at 
the  annual  meeting  on 
May  22  he  prefers  that 
"usau'  remain  a  stand- 
alone carrier."  But  he 
did  not  rule  out  a 
merger.  Sources  say 
Wolf  has  already  put 
the  carrier  up  for  sale 
after  concluding  that 
USAir  was  too  small 
and  weak  to  survive 
on  its  own.  Wolfs  pro- 
feiTed  buyer  is  Amei  i 
can,  but  he  will  accept 
a  higher  bid  from  any  carrier,  such  as 
United,  klm  Royal  Dutch  Airlines  may 
team  up  with  Amei'ican  and  ba,  too. 
klm  has  a  good  operating  partnership 
with  Northwest  Airlines  Inc.,  but  these 
ties  are  fi-aying.  Tlie  Dutch  canier  is  su- 
ing Northwest's  key  shareholders  for 
trying  to  block  klm's  purchase  of  more 
equity  in  Northwest. 

Even  without  the  participation  of 
USAir  and  klm,  an  American/BA  combi- 
nation would  produce  a  monster  airline. 


According  to  airline  consultants  sh&e 
Inc.,  the  pair  controlled  11.3%  of  the 
traffic  generated  last  year  by  the 
wiirld's  major  American,  Asian,  and  Eu- 
ropean caiTiers.  They  would  dominate 
the  lucrative  routes  between  major  East 
Coast  cities  and  Canada  to  Eui'0})e,  with 
24%.  market  share  between  them.  With 
additional  passenger  feeds  from  Ameri- 
can, BA  could  strengthen  an  ah*eady  en- 
viable position  on  highly  profitable 
routes  eastward  from  London  to  Africa, 
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)AST  USA  American  and 
luld  dominate  routes  linking 
;,  Boston,  Miami,  and  Baltimore. 


American 
Airlines 


TLANTIC  TRAFFIC  Witln  market  sinare  of  24%,  the 
would  control  routes  joining  London's  Heathrow  Airport 
ir  East  Coast  cities;  American  would  feed  new  passengers 
network  into  existing  BA/USAir  gateways. 

MERiCA  BA  and  USAir  would  feed  more  w         a  • 
irs  into  American's  gateways  to  Latin  Ul^/Vll* 
where  it  already  flies  275  times  a  week. 

Airways  ASIA  By  combining  American's  deal  with  Singa- 
pore Airlines  and  BA's  25%  equity  stake  in  Aus- 
tralia's Qantas  Airlines,  BA  and  AA  can  begin 
a  presence  in  the  North  Pacific,  where  they  lag. 


Middle  East,  and  Asia.  In  Latin 
grica,  where  American  is  dominant, 

European  passengers  will  boost 
erican's  traffic  even  further, 
•nly  in  Asia  are  the  carriers  consid- 
i  weak.  Crandall  has  long  regretted 
idrawing  from  the  bidding  for  Pan 
's  Asian  routes,  which  United 
ght.  But  American's  new  alliance 
1  Singapore  Airlines  and  ba's  25% 
ce  in  Qantas  could  be  the  founda- 

of  a  major  new  Pacific  Rim  airline. 


Several  factors  account  for  the  new 
good  feelings  between  American  and 
BA.  Sir  Colin  Marshall  stepped  down  in 
January  as  ba's  executive  chairman, 
turning  over  day-to-day  management  to 
Ayling.  Marshall  and  Crandall  did  not 
see  eye  to  eye,  but  Ayling,  49,  gets 
along  well  with  Crandall,  whom  many 
regard  as  opinionated,  and  his  No.  2, 
Donald  J.  Carty. 

Washington's  strategy  of  approving 
other  alliances,  and  thus  pressuring 


Whitehall  to  accept  an  open-skies  treaty, 
also  appears  to  be  working.  On  May  21, 
the  U.  S.  gi'anted  antitmst  immunity  to 
an  aUiance  between  ual  Corj^.'s  United 
Airlines  and  Germany's  Lufthansa,  al- 
lowing them  near-complete  ft-eedom  to 
coordinate  fares  and  routes.  Washington 
also  tentatively  gi'anted  similar  authority 
to  Delta  Air  Lines  and  Sabena,  Swis- 
sair, and  Austrian  Ah'Unes.  While  ba  re- 
ported recoi'd  pretax  profits  of  .$883  mil- 
lion for  last  yeai;  company  officials  wony 
these  rival  partnerships  will  steadily  eat 
away  at  the  passenger  traffic  and  profits 
BA  gets  ft'om  routes  to  Heatlirow. 
DOMINANCE?  ba's  alliance  with  USAir  is 
rocky.  The  two  are  not  allowed  to  work 
closely  because  there  is  no  open-skies 
agreement  between  the  U.  S.  and 
Britain.  And  while  ba  claims  $130  mil- 
hon  in  profit  from  the  relationship,  last 
year  it  wrote  off  half  its  $400  million  in- 
vestment in  the  troubled  earner 

Negotiators  still  have  problems.  The 
biggest:  antitrust  objections.  Consul- 
tants SH&E  figiu-e  BA  and  American  have 
well  above  half  the  New  York-to-London 
market.  Between  Miami  and  London, 
their  shai'e  is  75%.  "There  ai'e  incredible 
layers  of  complication,"  says  one  top 
antitinst  lavvyer.  Adds  Jon  F.  Ash,  man- 
aging du-ector  of  consultants  Global  Avi- 
ation Associates  Ltd.:  Northwest,  Con- 
tinental, Delta,  and  Trans  World  Airlines 
"are  going  to  be  apoplectic." 

And  with  Heatlirow  viitually  full,  the 
possibility  of  an  open- 
skies  agreement  with 
Britain  may  still  not 
satisfy  American  de- 
mands to  open  the  air- 
port to  more  carriers. 
Without  more 
Heathrow  slots,  "open 
skies  doesn't  mean  any- 
thing," says  consultant 
Ash.  To  deliver  the 
benefits  of  open  skies, 
U.  S.  negotiators  may 
force  American  and  ba 
to  give  up  some  routes 
and  Heathrow  slots  to 
other  U.  S.  carriers. 
The  shape  of  the  al- 
liance will  depend  partly  on  the  out- 
come of  talks  between  U.  S.  and  British 
officials,  who  began  a  new  round  of 
meetings  on  May  20.  It  will  depend  on 
what  the  carriers  are  willing  to  give  up 
to  satisfy  competition  authorities.  "The 
devil  is  in  the  details,"  says  one  U.  S. 
Ti'ansportation  Dept.  official.  Those  de- 
tails could  change  an  industry. 

Bij  Paula  Dwijer  in  London,  with 
Wendy  Zellner  in  Dallas,  Stewart  Toy 
in  Paris,  and  bureau  reports 
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ENERGY 


OPEC'S  JOYRIDE  WAS  GREAT 
WHILE  IT  LASTED 

Iraqi  oil-and  cartel  ire  at  quota  busters-could  slam  prices 

The  Iracii  capital  einpted 
with  gTinfii'e  on  May  20. 
But  it  wasn't  a  renewed 
outbreak  of  fighting  or  the 
quelling  of  a  coup  d'etat. 
Baghdad  residents  were 
shooting  thousands  of 
rounds  of  ammunition  into 
the  air  to  celebrate  the  deal 
reached  with  the  U.N.  to 
permit  the  first  sales  of 
Iraqi  oil  since  1990. 

Halfway  across  the  plan- 
et, U.  S.  consumers  paying 
high  prices  to  fill  the  tanks 
of  their  sport-utility  vehi- 
cles and  station  wagons  had 
reason  to  celebrate,  too:  Tlie 
Iraq  accord  is  one  of  the  lat- 
est signals  that  opec's  joy- 
ride  of  fiiTO  oil  prices  could 
be  giinding  to  a  halt.  The 
cartel's  efforts  to  keep  pro- 
duction within  carefully  de 
fined  quotas  have  been  bad 
ly  disrupted  by  widespread 
cheating  among  OPEC  mem- 
bers. Rather  than  curtailing 
production  to  make  room  for 
extra  Iraqi  oil,  OPEC  mem- 
bei's  are  now  actually  gear- 
ing up  to  grab  as  much 
market  share  as  they  can. 
Oil  prices  "will  drop  off  a  cliff  when 
Iraqi  oil  comes  on  line  later  this  year, 
says  Ken  Miller,  a  senior  principal  at 
oil  consultants  Purvin  &  Gertz  Inc.  in 
Houston.  That  may  mean  $2  to  $5  off 
the  recent  price  of  around  .$20  a  bar- 
rel— which  could  translate  to  4c  to  8?  a 
gallon  at  the  pump. 

CRUISING  SPEED.  Since  the  Gulf  War, 
OPEC  and  the  world  oil  industry  have 
been  cixiising  on  12  cylinders.  Oil  prices 
have  been  buoyant  thanks  to  increased 
demand  and  to  U.  N.  sanctions  that 
have  kept  Iraqi  oil  off  world  markets. 
Throw  in  the  past  winter's  bitterly  cold 
weather  and  a  new  trend  among  U.  S. 
refiners  to  keep  inventories  low,  and 
the  average  price  for  cnade  is  20%  high- 
er than  a  year  ago. 

It  even  looked  as  if  opec's  paity  would 
continue.  The  startup  of  Iraqi  exports 
won't  drastically  alter  the  supplv-demand 
balance:  Tlie  700,000  to  800,000' barrels  a 


WHAT  QUOTA?  Caracas  may  double  output  by  2005 


day  that  Baghdad  will  be  allowed  to 
sell  under  strict  U.  N.  controls  is  just 
one-quartei'  of  prewar  levels.  And  until 
recently,  big  Arab  producers  Saudi 
Arabia,  Kuwait,  and  the  United  Arab 
Emirates  were  indicating  readiness  to 
lower  quotas  to  make  room  for  Iraqi 
oil.  But  when  opec's  12  oil  ministere  meet 
in  Vienna  on  Jime  5  to  decide  production 
quotas  for  the  rest  of  the  year,  they 

OPEC'S  BIGGEST  CHEATERS 
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BARRELS  PER  DAY 
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will  be  in  no  mood  for  accommodation. 

Gulf  producei'S  are  increasingly  im- 
patient with  OPEC  members  such  as 
Nigeria  and  Venezuela,  which  have  been 
fiagi-antly  cheating  on  production  quota.- 
(table).  Cash-strapped  Venezuela  is  ex- 
ceeding its  2.4  million-barrel-a-day  quo^ 
.ta  by  about  600,000  barrels.  And  b\ 
2005,  Caracas  intends  to  nearly  double 
its  output.  With  lower  production  costs 
and  bigger  reserves,  the  Saudis  and 
Kuwaitis  are  betting  that  they  can  out- 
maneuver  the  likes  of  the  Venezuelansi 
by  turning  on  the  spigots.  "The  gulf 
countries  really  need  to  chill  their  exu- 
berance," or  they  are  going  to  find 
themselves  awash  in  oil,  says  Philip  K 
Verleger  Jr.,  vice-president  of  economi( 
consulting  fii'm  Charles  River  Associ 
ates  Inc.  In  early  May,  Saudi  Deputy 
Oil  Minister  Prince  Abdulaziz  bin 
Salman  said  Riyadh  was  looking  to  inb; 
crease  production  by  5%,  to  8.4  milliorfe 
barrels  a  day.  f 

If  there  is  a  production  free-for-alllt 
the  results  could  be  dramatic.  Just  hoMW 
di'amatic  depends  in  pail  on  when  Iraq 
oil  starts  flowing.  A  plan  for  distributing 
Iraq's  humanitarian  aid  to  be  bough 
with  the  proceeds  still  has  to  be  worke( 
out.  If  it  is  delayed  until  September 
when  oil  companies  begin  to  restock  fo 
winter,  the  impact  would  be  lessenec 
But  if,  as  many  exjDect,  agi*eement  comei 
sooner  and  oil  starts  to  flow  as  early  a 
July,  when  enei'gy  demand  is  at  a  year 
ly  low,  "there  will  be  a  catastrophi 
fall — to  $15  a  barrel  or  lower,"  sayi 
JuUan  Lee,  senior  economist  at  London'i 
Center  for  Global  Energy  Studies. 

OPEC,  which  supplies  more  than  on 
out  of  three  barrels  of  oil  on  earth,  i 
limning  up  against  other  problems,  toe 
Competition  fi-om  producers  outside  tb 
cartel  is  growing  at  a  surprisingl; 
strong  rate.  Thanks  to  new  discoveries 
North  Sea  production — e.xpected  to  hav' 
declined  by  now — is  at  record  levelg 
New  supplies  from  countries  hke  Color 
bia,  Angola,  and  Egy[jt  have  cut  opec" 
share  of  the  world's  oil  market  frorn  i 
55%  peak  in  1974  to  around  40%  todaj 

In  the  long  i-un,  studies  by  dri/Mc 
Graw-Hill's  Global  Energy  Group  am" 
the  Gas  Research  Institute  predict  tha 
while  demand  will  continue  to  increase 
oil  prices  will  stay  flat  or  even  fall.  Th 
reason:  new  discoveries  and  new'  oil  e.N 
traction  technologies.  "Tliere's  a  lot  of  o 
out  there,"  says  dki's  Joyce  Yancha 
For  consumers,  that  means  the  celebrf 
tion  could  be  just  beginning. 

By  John  Rossant  in  Rome,  wit 
Gary  McWilliams  in  Houston,  Sta 
Crock  i)i  Washington,  and  Ruth  Pea) 
son  at  the  U.  N. 
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JEEP  GRAND  C 
ON  A  PE 

WHAT'S  N 


TOTAL  QUALITY  AWARD  FOR  BEST  OWNERSHIP  EXPERIENCE. 


The  new  1996  Jeep  Grand  Cherokee  is  find- 
ig  itself  on  top  of  as  many  trophies  as  mountain 
eaks.  Recently,  it  was  recognized  as  being 
umber  one  for  "Best  Ownership  Experience"  in 
le  mid-size  sport  utility  category  on  Strategic 
ision's  Total  Quality  Index  * 

What  makes  this  victory  even  sweeter  is  that 
was  determined  by  the  experiences  of  actual 
shicle  owners.  At  least  35,000  owners  of  over 
00  nameplates  to  be  exact.  Jeep  Grand  Cherokee 
wners  rated  their  vehicles  on  areas  such  as 


craftsmanship,  ride  and  handling,  safety,  luxury, 
ease,  convenience,  and  dealership  experience. 
What's  more.  Grand  Cherokees  overall  score  beat 
all  other  surveyed  vehicles  in  its  category. 

If  you're  interested  in  joining  a  group  of 
very  satisfied  Jeep  Grand  Cherokee  owners,  call 
1-800-925-JEEP  or  see  your  local  dealer. 


Jeep 


THERE'S  Only  One 


iased  on  Strategic  Vision's  Vehicle  Hxperiencc  Study'"  of  35,652  total  Oct. -Nov.  new  vehicle  buyers  during  the  lirsi  QO  da\  s.  Always  wear 
>ur  seal  belt.  Jeep  is  a  registered  trademark  of  Chrysler  Corporation 


MG 


Lung  before  we  learned  the  first  thing  about 


building  computers,  some  fundamentals  equally 

PARTNERSHIPS, 

crucial  to  information  nig^Ey^^^^'^ 

COOPERATION. 

tech}wlogy  took  root  in  our  little  heads:  Like, 


cooperating.  Sharing.  Working  with  others. 
Today,  ive're  working  with  Microsoft,  Oracle, 


Andersen  Consulting,  Netscape,  SAP  and  many 

RENT  ALL  others,  to  set  standards, 

IN 

ENGINEERMG  551. 

insure  operability  across  platforms,  and  create 


open  solutions  that  can  help  your  company 


compete  and  succeed  in  the  years  ahead.  Ln 


short,  together  ive're  building  something  no 


PUDDEID 


fTM    one  could  construct  alone. 
WHATEVER  IT  TAKES'^    It's  called,  a  future.  For 


more  information,  call  I -800-DIGLTAL, 


or  visit  our  Web  site  at  www.digital.com. 


©1996  Digital  Equipment  Corporation  Digital  and  Itie  DIGITAL  logo  are  trademarts  and  Wliatever  It  Takes  is  a 
service  mark  of  Digital  Equipment  Corporation 


International  Business 


ASIA 


GM  STARTS  UP 

A  LONG  HILL  IN  ASIA 

A  $1  billion  bet  in  Thailand  is  part  of  the  giant's  catch-up  plan 

Kisinee  Laohavirojana  has  fond 
memories  of  Opel  cars.  Her 
father  favored  the  General 
Motors  Corp.  model  when  she 
was  a  gii-1.  But  today,  the  38-year- 
old  secretary  drives  her  family 
around  Bangkok's  jammed  streets 
in  a  Toyota  Corona.  Would  she 
buy  an  Opel?  No  way.  "It's  more 
expensive  than  my  Toyota,  it's 
harder  to  resell,  and  there  aren't 
many  service  centers,"  she  says. 

GM,  the  world's  largest  auto 
company,  is  in  a  tough  spot  in 
emerging  Asian  markets  such  as 
Thailand — namely,  last  place  in 
the  minds  of  many  consumers. 
That  is  why  GM  is  finally  making 
a  big  push.  It  is  expected  to  an- 
nounce in  June  that  it  will  build  a 
$1  billion  assembly  plant  in  Thai- 
land to  produce  Opel  Corsa  small 
cars  by  the  end  of  the  decade. 
GM  faces  the  daunting  challenge  of 
trying  to  make  a  dent  in  Japan's 
control  of  91%  of  the  Thai  mar- 
ket. "We'i'e  starting  from  behind, 
so  we've  got  to  do  some  make-up 
investment,"  says  gm  Chief  Econ- 
omist Mustafa  Mohatarem. 
COSTLY.  It's  not  just  Thailand  gm 
is  after  It  intends  to  export  more 
than  half  its  250,000-car  output 
there  in  a  move  to  double  its 
market  share  in  Asia,  to  10%,  by 
2005.  Because  Asian  markets  are 
growing  so  fast,  (;m  will  have  to 
triple  its  sales  volume  from  623,550  cars 
and  tnicks  last  year  to  1.8  million  in  10 
years  to  reach  its  goal.  "It  will  recjuire 
four  huge  assembly  and  manufacturing 
complexes,"  says  GM  Chairman  John  F. 
Smith  Jr.  "That's  big  stakes,  but  it's  go- 
ing to  take  that  kind  of  effort." 

Indeed,  it  will  cost  gm  $1  bilhon  a 
pop  for  each  complex.  The  first  two  are 
sjjoken  for,  with  gm's  expected  Thai  ven- 
tui-e  and  the  $1  billion  auto-assembly 
deal  it  won  in  Shanghai  last  November. 
New  plant  .sites  are  not  yet  chosen.  But 
some  obsei-vers  say  gm  still  might  put  a 
plant  in  the  Philippines,  which  tried  to 
outbid  Thailand  by  offering  the  car- 
maker ft"ee  use  of  a  125-acre  site  at  the 
former  U.  S.  Naval  base  at  Subic  Bay. 
Until  now,  gm  has  put  most  of  its 


10%  of  the  Asian  market,  up  from  its 
current  2.5%  share.  "We're  not  just  in- 
vesting in  pickups  for  the  long  tenn," 
says  David  Snyder,  Ford's  top  execu- 
tive in  Thailand.  "We  want  to  be  a  full- 
line  manufacturer"  of  cars  and  tmcks. 
gm  is  expected  to  build  just  cars  in 
Thailand,  leaving  pickup  truck  produc- 
tion to  Isuzu  Motors  Ltd.,  which  is 
37.5%.  gm  owned. 

v;  Japan  is  already  moving  to, 
fend  off  the  new  competition. 
Toyota,  Honda,  and  Nissan  have 
plans  to  make  low-cost  "Asian 
cars,"  which  gives  them  potent 
weapons  for  winning  new  buyei's 
switching  from  bicycles  and  mo- 
torbikes. "In  order  to  get  5% 
market  share  in  Southeast  Asia, 
it's  going  to  take  a  lot  more  work 
over  the  next  five  years  than  it 
would  have  taken  over  the  past 
five  years,"  says  Petei'  Boai'dman, 
auto  analyst  at  UBS  Securities  in 
Tokyo.  Even  if  they  can't  achieve 
their  tai'gets,  the  region's  run- 
away growth  means  gm,  Ford, 
and  even  Cluysler  could  gain  il 
they  invest  heavily  to  establish 
strong  networks  of  dealers  and 
service  outlets. 

That's  going  to  require  long- 
term  consistency  that  doesn't 
come  naturally  to  GM.  Since  it^ 
European-based  Opel  brand  re- 
turned to  Thailand  in  1994  b\ 


FAST 

■piece 
sales 


TRACK:  GM  wants  a  big 
of  soaring  Thai  auto 
for  its  Opel  Corsa 

effort  into  China, 
where  its  invest- 
ment exceeds  $2  bil- 
lion. Although  Smith 
refers  to  China  as  gm's 
"great  equalizer  of  missed  opportuni- 
ties" in  Asia,  he  doesn't  expect 
the  market  to  pay  off  for  10  years.  In 
Thailand,  however,  sales  could  climb  to 
1  million  units  by  2000,  fi-om  571,580 
last  year. 

But  GM  is  way  late  in  waking  to  the 
potential  of  Thailand.  Even  Ford  Motor 
Co.  beat  gm  to  Thailand  by  breaking 
ground  in  February  on  a  $500  million 
joint  venture  with  Mazda  Motor  Corp. 
to  build  pickup  tnicks  beginning  in  1998. 
Ford,  with  help  ffom  its  new  controlling 
interest  in  Mazda,  also  wants  to  gi-ab 


selling  an  im 
pressive  6,98( 
models,  gm  has  dri 
ven  into  the  ditch.  Sales  plunged  70%  s( 
fai-  this  year,  to  just  783  cai's,  because  o 
high  prices  and  a  lack  of  service  centei^s 
"People  tell  me  they'll  never  buy  ai 
Opel  again  because  they  had  a  night 
marish  experience  trying  to  get  parti 
and  service,"  says  consultant  Michae 
Dunne,  president  of  Automotive  Re 
sources  Asia.  "The  key  is  not  winnin} 
customers,  but  keeping  customers. 
That's  a  lesson  gm  must  learn  quickly. 

Bg  Keith  Naughton  in  Detroit,  witi 
Robert  Horn  in  Bangkok  and  Editi 
Hill  Updike  in  Tokyo 
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ideas, 
ideas, 
ideas. 


get  em  while  they're  hot. 


For  Sale: 

Bell  Labs  innovations^ 
(  a.k.a. 

communications 

breakthroughs 

that  provide  competitive 

advantage  ) 

Contact  Lucent  Technologies. 
We  make  the  things  that  make 
communications  work. 


'cations 


'yl996  Lucent  Technologies 


SIEMENS 


1879.  That  was  then. 


Siemens  invents  the  world's  first  electric  locomotive.  Introduced  at  a  world 
trade  fair,  it  carried  seated  passengers  at  speeds  of  up  to  ten  miles  an  hour 
and  held  the  promise  of  a  cleaner,  more  convenient  way  to  travel. 


©  Siemens  Corporation  1996 


Today,  Siemens  continues  to  lead  the  way  in  transportation  with  innovations 
in  everything  from  high  speed  trains  to  urban  mass  transit  systems  to  heavy- 
duty  locomotives.  Siemens  technology  now  enables  high  speed  trains  to 
connect  cities  at  over  200  miles  an  hour.  And  our  mass  transit  systems  carry 
millions  of  commuters  with  greater  comfort  and  convenience  all  across  the 
United  States  in  cities  such  as  San  Diego,  Sacramento,  Pittsburgh,  St  Louis 
and  Denver.  Transportation  is  just  one  of  Siemens'  vast  array  of  technologies. 
And  It's  one  more  way  we  help  keep  America  on  the  move. 
Siemens.  Precision  Thinking. 
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DEEP  DIVISIONS 


\ajpayt'e's  BJP 
is  viewed  in  the 
south  as  an 
upper-caste, 
northern  party 


INDIA 


AFTER  THE  VOTE, 

CAN  THE  CENTER  HOLD? 

Regional  forces  are  grabbing  power  from  Delhi 


r- 


U 


o 

NEW  DELHI 


What  started  off  as  a  mere  elec- 
tion has  suddenly  escalated  into  a 
battle  for  the  soul  of  India.  After 
nearly  50  years  of  strong  rule  from  a 
central  government.  New  Delhi  is  facing 
a  tremendous  surge  of  power  from 
states,  regional  political  parties,  and  dis- 
parate ethnic  groups  such  as  Tamils. 
Clearly,  the  center  is  under  assault. 

The  Bharatiya  Janata  Party  (bjp) 
eiTierged  as  the  lai'gest  single  paity  from 
the  elections,  and  on  May  16,  A.  B.  Vaj- 
payee was  asked  to  foi'm  a  new  gov- 
ernment. But  the  nationalistic  Hindu 
party  did  not  have  enough  seats  to  fonn 
a  lasting  regime,  and  other  parties  re- 
sisted joining  it.  In  a  chaotic  tlu'ee-way 
straggle,  an  eclectic  assembly  of  region- 
al parties,  called  the  United  Front,  and 
the  discredited  Congress  Party  were 
jockeying  with  each  other  and  with  the 
Ell'  to  see  wliich  of  them  could  cobble  to- 
gether a  government.  The  RJP  has  until 
May  ol  to  build  a  coalition  and  win  a 
vote  of  confidence  in  Parliament. 

The  B.JP,  which  is  mostly  a  northei-n, 
upper-caste  party,  protested  the  fact 
that  the  United  Front  was  jjlaying  upon 
regional  rivalries  by  working  with  the 
Congi-ess  Pai'ty,  which  was  trounced  in 
the  vote.  Says  b.jp  economic  spokesman 
Jay  Dubashi:  "They're  ganging  up 
against  us.  It's  almost  North  vs.  South." 


BOMBAY 


Whatever  gov- 
ernment  emerges,  it 
will  be  weak  and 
short-lived.  Pessimists 
ai'gue  that  the  world's 
largest  democracy  is  facing 
the  risk  of  breaking  up.  But 
other  analysts  say  moi'e  de- 
centralization might  benefit  In- 
dia. Harold  A.  Gould,  an  India 
scholar  at  the  University  of  Vir- 
ginia, believes  Indian  states  will 
compete  even  more  intensely  with 
each  other  for  foreigii  investment 
and  thus  will  remain  committed  to 
economic  reform.  "Even  if  the  central 
government  became  almost  a  flgwehead, 
so  what?"  says  Gould.  "The  internal 
stiiicture  of  India  is  a  lot  like  Eui'ope, 
and  Europe  gets  along  with  multiple 
countries  in  a  loose  kind  of  federation." 
GRIDLOCK.  Indian  intellectuals  also  say 
their  country's  economic  progress  will 
stay  on  track,  no  matter  which  party 
wins.  Even  communist-governed  states 
such  as  West  Bengal  and  Kerala,  they 
argue,  support  continued  opening. 

Under  any  scenario,  U.  S.,  Eui'opean, 
and  Japanese  multinationals  are  going  to 
face  a  more  complex  task  of  negotiating 
with  individual  state  governments  and 
won't  be  able  to  rely  on  New  Delhi  as 
the  final  arbiter.  More  advanced  Indian 


states,  such  as  Ma- 
harashtra, Gujarat, 
Karnataka,  and 
Pimjab,  could  prove 
increasingly  attrac- 
tive, while  less  de- 
veloped states  fall 
further  behind. 
Foreigners  also 
are  likely  to  encounter  giidlock  when 
it  comes  to  such  tough  issues  as  priva- 
tizing state-ovmed  enteqjrises  and  man- 
aging the  nipee  and  the  overall  fmancial 
system,  says  Marshall  M.  Bouton,  exec- 
utive vice-president  of  the  Asia  Society 
and  an  India  expert.  On  these  issues, 
Bouton  says,  "there  isn't  going  to  be 
rapid  movement  fomard." 

A  weak  central  government  won't  be 
as  effective  in  combating  the  centiifugal 
forces  that  challenge  India's  unity.  One 
of  the  important  fault  lines  is  north  vs. 
south.  The  bjp,  for  example,  was 
routed  in  key  southern  states,  win- 
ning just  six  seats.  The  reason  is 
that  the  rjp  is  viewed  as  a  Hindu- 
centric,  upper-caste  party  of  the 
I  north,  and  southern  voters  are 
^  mostly  lower  Hindu  castes 
and  Muslims. 
A  particularly 
^  prickly  issue  is 
^.  language.  Televi- 
;V  sion  stations  in 
Madras,  Tamil 
W  Nadu's  capital, 
for  example,  will 
not  carry  news  broad 
cast  in  Hindi  even 
though  it  is  officially  the 
national  language 
Moreover,  shortly 
after  being  sworn 
into  office  in  May, 
M.  Karunanidhi 
chief  minister  of 
Tamil  Nadu  and 
leader  of  the  regional  Tamil  Maanila 
Congr-ess  paity,  issued  a  diktat  ordeiing 
all  shops  and  businesses  to  have  their 
names  written  in  Tamil  in  addition  to 
English.  No  one  uses  Hindi. 

Wliat  convinces  most  India-watchers 
that  these  forces  won't  spin  out  of  con- 
trol is  that  the  country  does  have  a 
strong  tradition  of  central  institutions 
such  as  the  Resei've  Bank  of  India  and 
the  Supreme  Court.  Wliile  China,  Asia's 
other  emerging  superpower,  is  more  in- 
ternally cohesive  in  tei-ms  of  langiiage 
and  ethnicity,  the  central  bureaucracy 
in  New  Delhi  should  be  able  to  maintain, 
a  loose  giip  despite  ever-shifting  politi- 
cal currents.  In  the  eyes  of  some,  that 
might  actually  be  healthy. 

By  Manjeet  Kripalavi  hi  Bombay 
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30  Days  'til  the  Class  Revolution 

(July  1,  1996) 


It's    a    revolution.     Third-class    and    fourth-class    mail  are 
becoming    Standard    Mail.     Second-class    mail    will    be  called 
Periodicals.     First-Class  Mail*    remains    First-Class    Mail.  It 
^^^^  I    begins   on  July   1,    at   the  U.S.    Postal  Service. 

WU^^KEm    The  revolution  can  mean  bigger  discounts   for  better 
For  the  new  value  in  preparation  of  your  business  mail.   Bigger  discounts 
business  mail      means  you  can  send  out  more  mail. 

We  call  it  Max  It.  Maximum  discounts  for  maximum  preparation. 
You'll  call   it  a  revolution. 

UNITED  STATES 


POSTAL  SERVICE 


Call  1  800  THE  USPS,  Ext.  2  008,  for  your  free  Max  It  guide 
today.  And  get  ready  to  Max  It  starting  July  1. 


RC48 


Visit  our  web  site  at  http://www.usps.gov 
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There  was  a  time  when  a  man  couldn't 

GM  vehicles 

chase  his  dreams  any  further  than  a 
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good  horse  could  carry  him. 

upholstery  available: 

When  a  woman  who  wanted  to  go 

Cadillac 

somewhere,  other  than  the  kitchen, 

DeVille  Concours 

had  no  way  to  get  there. 

Buick  Ri\iera 

Driving  changed  all  that. 

Oldsmobile  Aurora 

It  frees  us  from  the  constraints  of  place. 

GM  vehicles  tluit  can 

We  go  where  we  want,  when  we  want. 

fnill  a  4-hoise  trailer: 

GMC  Sulnirbm 

And  if  we  hit  a  red  light,  we  know  more 

surely  than  we  know  most  things  in  life, 

Chevy  C/K  Pickup 
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STRATEGIES 


CAN  HE  STOP  THE 
UNISYS  SLIDE? 

Jim  Unruh  says  yes-but  analysts  remain  highly  skeptical 


For  a  change,  Unisys  Chief  Execu- 
tive James  A.  Unruh  has  had 
something  to  smile  about  lately. 
A  new  line  of  computers  has  been 
well  received.  Along  with  Uni-uh's  re- 
cent promise  that  Unisys'  latest  re- 
structuring should  put  it  back  in  the 
black  this  year,  that  has  pushed  the 
long-stniggling  stock  up  recently.  And 
though  Unruh,  55,  was  pilloried  by  an- 
gi'y  shareholders  at  the  Apr.  25  annual 
meeting,  he  handily  defeated  a  bid  by 
investment  fii'm  Greenway  Partners  to 
split  Unisys  Corp.  into  three  parts. 

But  an  end  to  Unruh's  troubles  may 
not  be  so  close.  They  run  far  deeper 
than  restive  shareholders.  As  Unisys 


heads  into  its  fifth  restructuring  in  sev- 
en years,  many  managers  have  been 
leaving.  More  than  20  foi'mer  and  cur- 
rent executives  interviewed  by  business 
WEEK  question  whether  Unruh  has  the 
plan  to  put  Unisys  back  on  solid  gi-ound. 
"If  he  doesn't  leave,  the  company  will 
[continue]  walking  down  this  death  spi- 
ral," says  Craig  J.  Mento,  who  quit  as 
head  of  Unisys'  telecommunications  unit 
in  1995.  Adds  Frederick  D.  Ullman,  head 
of  computing  sei'vices  at  State  Univer- 
sity of  New  York  College  at  Fredonia,  a 
customer:  "If  I  had  10  minutes  with  Mr. 
Um-uh,  I  would  tell  him  to  stop  reorga- 
nizing and  make  it  work." 

Umnh  counters  that  massive  changes 


were  needed  to  shore  up  the  lagging 
company.  "If  restiuctuiing  is  about  mak- 
ing changes,"  he  says,  "we  will  never  be 
done."  And  Unruh  was  dealt  a  difficult 
hand.  Even  fierce  critics  give  him  cred- 
it for  saving  the  nearly  bankrupt  com- 


COST-CUTTER 
Unruh  saved  the  nearly 
bankrupt  company  after 
he  took  over  in  1990,  but 
repeated  restructurings 
and  staff  defections 
have  hurt  the  company 


y  after  he  took  over  in  early  1990. 
mainframe  makers  were  seeing  rev- 
es  slide  with  the  shift  to  networked 
iputing.  Unisys  also  earned  $3.5  bil- 
in  debt  from  the  1986  merger  of 
rry  Corp.  and  BuiToughs  Cor-p.  that 


created  it.  Oozing  red  ink,  its  stock  sank 
ft'om  48  in  1987  to  2'A  by  1990. 

Uni'iih  moved  decisively  to  cut  costs 
while  pouring  funds  into  computer  ser- 
vices. By  early  1993,  the  medicine  took 
hold,  and  Unruh  told  analysts  that 
"management  has  no  intention  of  ever 
again  taking  another  large  restructuring 
charge."  After  1993  earnings  soared  to 
$565  million,  the  stock  hit  15. 
GOOD  REVIEWS.  The  hurrahs  have  long 
since  died  out.  Another  $186  million  re- 
stnicturing  charge  in  1994  cut  earnings 
to  $100  million.  In  1995,  Unisys  lost 
$624.6  million  on  revenues  of  $6.2  billion. 
Most  resulted  from  a  $717.6  million  pre- 
tax charge  for  the  latest  reorganization, 
which  splits  the  company  into  three. 
Unisys'  hardware  and  software  unit  now 
sells  models  from  pes  to  mainframes, 
its  maintenance  unit  services  and  con- 
nects those  computers,  and  its  consult- 
ing services  unit  designs  integi-ated  sys- 
tems for  coi-porate  chents.  First-quarter 
results  remained  poor:  Unisys  lost  $13.4 
milHon — almost  double  analysts'  esti- 
mates— and  the  stock  fell  again,  to  6. 

Positive  reviews  for  Unisys'  new 
Aquanta  PCs  and  ClearPath  line  of  com- 
puters— which  combine  proprietary 
mainframes  with  open  systems  that  run 


standard  software  such  as  UNix — have 
since  bumped  the  shares  above  8.  .Some 
take  that  to  mean  bargain-hungry  in- 
vestors are  bottom-fishing.  "People  are 
looking  for  fallen  angels  with  dirty 
faces,"  says  Michael  Geran,  an  analyst 
with  Pershing,  the  research  division  of 
Donaldson,  Lufkin  &  Jenrette  Co.  And 
after  years  of  hearing  turnaround 
promises  from  Unruh,  Wall  Street  is 
skeptical.  "All  he  did  was  paint  a  pretty 
picture,"  says  Salomon  Brothers  Inc. 
analyst  John  B.  Jones  Jr.  "He's  done 
that  before,  and  investors  I'emember 
the  last  few  times."  Jones  expects  1996 
operating  profits  of  just  $14  million. 

Few  quibble  with  Unrah's  move  to 
emphasize  services  over  mainframes. 
But  insiders  say  that  in  its  haste  to  cut 
costs  and  push  services,  Unisys  slashed 
support  for  existing  clients.  Some  felt 
abandoned.  "They  don't  have  enough 
people  to  service  the  customer,"  says 
William  E.  Riggs,  information-services 
manager  for  one  longtime  client.  He 
switched  from  Unisys  to  Compaq  Com- 
puter Corp.  this  year. 

Former  and  current  executives  say 
much  of  the  difficulty  lay  in  a  complex 
new  matrix  structure  Unruh  ordered 
up  in  1993.  Sales  staffers  began  report- 


Today,  students  and  husincss  people  alike  need  the  power  to  exceed  expatatioas  in  order  to  succeed  in  life.  And  the  Apple'"  Power  Macmtosh'"  7600 
gives  tliem  a  foundanon  for  innovative  solutions.  With  the  power  to  upgrade  to  faster  processors,  the  Motorola  PowerPC  604'"  RISC  microprocessor 
an  easily  accomodate  power-hungiy  mulnniedia  appliottions.  With  feaau'es  like  huilt-ui  video  uiput  capability,  high-resolunon  graphics  and  CD-quality  stereo  sound, 
le  Power  Mac  7600  jump  starts  the  imagination.  From  multunedia  computers  to  automotive  sensors.  Motorola  powers  innovative  solutions  that  enable  your  success, 
^isit  us  at  http://www.motorola-powered.com/  or  calJ  1-800-521-6274  (Ref.  #796). 
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What  yoii  nei'er  thought  l^ossihle.'" 
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ing  to  both  regional  managers  and  in- 
dustry-specific managers.  Meant  to  sim- 
plify selling  the  new  consulting  services 
to  mainframe  clients,  it  instead  created 
a  confusing  bureaucracy.  "The  services- 
led  strategy  is  correct,"  says  one  formei" 
high-level  executive.  "But  the  execution 
was  crafted  in  a  vacuum,  and  when  they 
unveiled  it  for  the  real  world,  it  buck- 
led." Unruh  says  the  system  was  need- 
ed to  build  up  services. 
ROADMASTER.  Unisys  managers  also  say 
that  Unruh,  unlike  rivals  such  as  IBM's 
Louis  V.  Gerstner  Jr,  had  trouble  main- 
taining relationships  with  big  customers 
and  inspiring  his  troops.  Unruh,  who 
joined  Memorex — later  bought  by  Bur- 
roughs— in  1980,  is  a  somewhat  shy  ca- 
reer finance  man.  "His  mentality  was 
that  the  salesman  was  a  necessaiy  evil," 
says  Philip  B.  Feinsot,  a  marketing  vice- 
president  who  cjuit  recently.  The  result: 
Many  top  sales  and  marketing  execs 
have  left  since  1998. 

Umaih  denies  that  customer  relations 
are  a  problem.  Citing  recent  surveys 
by  Computerworld  magazine  that  rate 
Unisys  second  among  computer  service 
companies  in  customer  sei"vice,  he  says 
he  spends  60%  of  his  time  in  the  field. 
"The  ultimate  scorecard  is  a  bigger  in- 


crease in  client  satisfaction,"  Unruh 
says.  But  Unisys  continues  to  lose  hai-d- 
ware  business  from  longtime  chents 
such  as  U  S  West  Inc.  "We  just  eroded 
that  relationship,"  says  former  telecom 
head  Mento.  Both  Unisys  and  U  S  West 
attribute  the  loss  to  its  desire  to  con- 
solidate purchases  with  IBM. 

Some  of  the  lost  hardware  revenues 
will  be  made  up  by  the  new  ClearPath 
systems.  But  even  strong  sales  there 


"I  would  tell 
[Unruh]  to  stop 
reorganizing  and 
make  it  work" 

may  not  be  enough.  Alan  G.  Lutz,  who 
heads  Unisys'  Computer  Systems 
Group,  concedes  the  strategy  is  a  de- 
fensive one;  at  best,  he  says,  ClearPath 
products  will  hold  mainframe  revenue 
declines  to  less  than  10%  a  year. 

Meanwhile,  services  have  been  un- 
able to  pick  up  the  slack.  Although  ser- 
vice revenues  have  been  gi'owing  about 


30%  a  year,  to  hit  $1.8  billion  in  1995, 
costs  increased  faster  than  expected  as 
Unisys  pushed  for  share.  And  Unisys 
has  yet  to  turn  a  profit  in  this  arena: 
Last  year,  it  lost  an  estimated  $54  mil- 
lion. That's  because  Unisys  underesti- 
mated the  cost  of  some  contracts.  In 
1995,  it  wi'ote  off  $129  million  for  mon- 
ey-losing contracts. 

Moreover,  a  number  of  high-profile 
services  contracts  have  not  panned  out.  , 
One  such  deal  was  a  1994  contract  for  a  li*- 
motor-voter  registration  system  for  the  fc; 
state  of  Massachusetts,  intended  as  a  m 
precursor  to  similar  deals  in  many  i  i 
states.  But  Massachusetts  has  since  filed  pi 
suit,  alleging  that  Unisys  was  unable' 
to  get  the  problem-plagued  project 
working  and  abandoned  it.  Unisys  says 
it  halted  work  when  the  state  stopped  ■ 
paying  its  bills  and  has  countersued. 

Unisys  points  to  a  services  contract 
wdth  the  Massachusetts  Revenue  Dept., 
which  uses  its  imaging  equipment,  as  »;e 
more  typical.  Yet  that  contract  also  m. 
helps  explain  why  Unisys  is  having  such  ieet; 
a  hard  time  making  money  in  its  new  Kt< 
business.  Although  it  spent  some  $3  mil-  spti 
lion  on  Unisys  equipment.  Commission-  isFi 
er  Mitchell  L.  Adams  says  he  got  SSjfsidf 
million  in  free  services  in  exchange,  jl'iin 


CONSULTING  AND 
OUTSOURCING 


ey  agreed  to  do  systems  designs 
software    development    at  no 
'ge,"  Adams  says. 

'he  problems  appear  to  have  cost 
•uh  the  confidence  of  many  man- 
rs.  An  anonymous  letter  sent  to 
sys'  board — a  copy  was  received  by 
[NESS  WEEK — cites  33 
or  executives,  includ- 

eight  officers,  who 
3  left  since  1992.  "We 

a  group  of  present 
sys  employees  (senior 
il)  who  are  gravely 
;emed  about  Jim  Un- 
's  leadership,"  it 
Is.  Unruh  says  the  33 

for  many  reasons. 

director  says  the  let- 
"was  taken  veiy  seri- 
y,"  but  no  action  ap- 
-s  to  have  been  taken 
esponse. 

iRT  STAYS.  TiUTiover 
imusual  in  high  tech, 
Bcially  in  a  struggling  company 
ise  workforce  has  been  halved  in  six 
rs.  Yet  many  execs  say  the  letter 
;cts  current  frustrations  in  Unisys' 
lagerial  ranks.  "Eveiybody  with  the 
!ption  of  Unruh  is  looking  for  a  job," 
;  Feinsot,  the  former  mai-keting  vice- 
;ident. 

Inruh  denies  turnover  has  been  high. 


"Some  people  haven't  been  the  right  fit 
in  the  team,"  he  says.  "Humans  don't 
like  change."  Yet  even  high-level  out- 
siders Unruh  brought  in  to  steer  the 
turnaround  didn't  stay  long.  Victor  E. 
Millar,  whom  Unruh  hired  in  1993  to 
lead  the  services  charge,  lasted  little 


UNISYS  RESTRUCTURES 
INTO  THREE  UNITS... 

1995  REVENUES 


...AND  INVESTORS 
TAKE  A  NEW  LOOK 
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more  than  a  year,  then  moved  to  at&t. 
He  says  he  left  for  a  better  job.  Other 
losses  include  key  members  of  a  sales 
team  that  focused  on  the  financial  in- 
dustry; they  defected  to  Oracle  Corp. 
The  managerial  exodus  has  continued 
over  the  past  year,  owing  partly  to  vol- 
untary layoffs. 

Will  Unisys'  new  structure  do  better? 


Since  more  than  80%  of  customers  do 
business  with  at  least  two  of  the  units, 
woes  may  continue.  "I'm  not  sui'e  I  want 
to  have  two  or  three  people  from  the 
same  company  calling  me,"  says  Bill 
Ki'ewson,  a  business  systems  consultant 
with  customer  Subaiu  of  America  Inc. 

Investors  are  also  in- 
creasingly impatient.  Al- 
though Unisys  says 
Greenway  won  just  30% 
of  the  vote  in  its  bid  to 
break  the  company  up, 
Greenway  Senior  Manag- 
ing Director  Alfred  D. 
Kingsley  claims  it  won 
roughly '35%.  With  4.8% 
of  Unisys  shares,  he  says 
Greenway  is  not  giving 
up.  "We're  going  to  go 
directly  to  large  share- 
holders," he  says.  In- 
vestors have  also  ques- 
tioned whether  the 
board — which  includes 
two  directors  ousted  from  their  own 
companies — is  too  complacent. 

Umnh's  vow  that  reorganization  and 
a  new  round  of  products  will  turn  the 
tide  seems  to  have  won  some  breathing 
room.  But  if  Uranh  isn't  right  this  time, 
he  may  not  get  the  chance  to  tiy  again. 

By  Jennifer  Remgold  hi  Blue  Bell, 
Pa.,  ivith  Phillip  L.  Zweig  in  New  York 


POWERED    BY  MOTOROLA. 


The  best  way  to  recreate  a  movie  theater  e.vperience  at  home  Isn't  just  with  popcorn.  It's  with  sound.  And  OnkTo's  50  years  of  designing  the  finest 
home  entertainment  components  enables  them  to  deliver  great  theater  sound.  The  Onkyo  E  D  -90 1  Daroder  .ind  JX-  SV.S28  A  /  V  receiver  along  with  Motorola's 
t  DSP56004  and  DSP56009  digital  signal  processors,  assure  you  a  THX ,  Dolby  Pro  lx)gic  and  Dolby  Digital  AC -3  surround  sound  peiiormance  unlike  any  other.  So  get  tlie 
3m  ready,  crank  up  the  volume,  and  enjoy  the  show.  From  home  theater  audio  systems  to  stored-value  cards.  Motorola  powers  innovative  solutions  that  enable  your  success, 
us  at  http://www.motorola-povvered.com/orcall  1-800-521-6274  (Ret.  #6%). 
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DO-IT-YOURSELF 
OSHA  INSPECTION 

When  General  Magna- 
plate  Corp.  moved  a 
fire  extinguisher  just  a 
few  feet  in  its  small  Linden 
(N.J.)  plant,  it  generated  a 
paper  trail  long  enough  to  do  a 
bureaucracy  proud. Which  was 
just  the  point. 

The  Occupational  Safety  & 
Health  Administration  is 

observing  the  metal-parts  mak-   

er  and  three  nearby  plants  to  see  if  they  can  moni- 
tor their  own  (jsha  compliance — a  privilege  long 
reserved  for  big  factories.  If  the  program  works, 
OSHA  will  extend  it  to  the  safest  small  businesses 

nationwide.  Atten- 


I  i 

SOON,  GENERAL  MAGNAPLATE  MAY  DO  ITS  OWN  SAFETY  CHECKS 


M&A:  SMALL'S  THE  RAGE 

Mergers  valued  at  less  than  $50 
million  are  skyrocketing,  fueled 
by  stock  prices,  low  interest 
rates,  and  large  companies 
entering  new  niches  by  buying 
smaller  players. 


HAZARDOUS  WASTE 

Small  plants  accounted  for  most  of 
OSHA's  proposed  penalties  in  1995 


1-100  WORKERS 

MORE  THAN 
100  WORKERS 

INSPECTIONS  73,485 

13,967 

VIOLATIONS  201,014 

47,253 

FINES  $92,146,035 

$39,999,273 

tion  to  the  regs  is 
supposed  to  reduce 
workplace  hazards 
that  cost  small  plants 
tens  of  millions  in 
fines.  And  self-audits  will  free  up  osha  inspectors.  Also, 
"you  get  a  banner  and  a  ceremony,"  says  Wayne 
Cromwell,  General  Magnaplate's  operations  manager. 

Pressure  to  expand  the  Voluntary  Protection  Pro- 
gram came  from  last  sum- 
mer's White  House  Confer- 
ence on  Small  Business. 
osha's  one  condition:  Com- 
panies need  a  mentor.  All 
four  pilot  plants  are  disci- 
ples of  Exxon  Chemical  Co. 
up  the  road.  Soon,  they'll  be 
training  peers.  "It  will  cre- 
ate a  domino  effect,"  says 
Cathy  Oliver  of  osha. 


BOOK  SHELF 


The  Small  Busines 
Administration  can 
back  $10.2  billion... 
in  loans  this  year,  || 
but  some  90%  of  ui 
the  applicants  are  l» 
going  to  be  turnedji 
down — because  |i' 
they  "don't  have  a!< 
clue  about  how  to  ' 
apply,"  says 
Charles  H.  Green, 
an  Atlanta  banker. 
He  offers  help  m 
The  Comprehensiv 
Handbook  for  SBA 
Loans  (Advisory 
Press,  $19.95). 
For  small  busi- 
nesses seeking 
federal  contracts; 
The  Insider's  Quid 
to  SF  254/255 
Preparation  (Zweig 
White  &  Associate' 
$99). 


WEB  SPINS 


A  BILLIONS  OF  OOLURS 

DATA  HOULIHAN  LOKEY  S  MERGERSTAT 


THE  LEXIS-NEXIS  SMALL  BUSINESS  SERVICE  (http://www.lexis- 
nexis.com)  offers  detailed  information  with  a  search- 
able and  browsable  list  of  upcoming  government  pro- 
curements, more  than  6,000  independent  articles, 
and  archives  from  20  business-oriented  publications. 

THE  COURT  TV  SMALL  BUSINESS  LAW  CENTER  (http://www. 

courttv.com/legalhelp/business) 
has  interactive  threaded  discus- 
ig^lllllPi        sions  and  seminars,  model  doc- 
LAWCENTER        uments,  and  interviews  with 

legal  experts.  There  are  tips  on 
dealing  with  lawyers  and  a  link  with  Counsel  Connect 
if  you  want  to  find  one. 


82%  OF  COMPANIES  WITH  $500,000  TO  $10  MILLION  IN  SALES  WANT  T< 
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.  0'  FOR 
DRTUNITY 


The  new  888  toll-ft-ee  exchange  may  not 
ring  a  bell,  but  wait  until  it  does  and 
it'll  be  too  late.  At  the  moment,  small 
businesses  can  grab  the  vanity  number  of 
their  choice  for  very  little  cost,  an  oppor- 
tunity they've  never  had  before. 

In  March,  phone  companies  rolled  out 
AAA  the  888  exchange,  adding 

OQUSi  nearly  7  million  toll-free 

numbers,  a  selection  un- 
matched since  800  num- 
bers began  in  1967.  Then, 
toll-free  service  required  expensive  dedi- 
cated lines.  By  the  time  technology  brought 
the  cost  within  reach  of  small  budgets — a 
hne  now  typically  costs  less  than  $10  a 
month,  plus  15^  to  30<2  a  minute — most  of 
the  best  numbers  were  taken. 

"We've  always  wanted  1-800-SHREDIT,  but  couldn't  get 
it,"  says  Ron  J.  Sacco,  chief  executive  of  DataShred  Corp. 
It  has  lived  instead  with  the  clumsy  30SHRED.  But  not 
anymore:  Sacco's  new  1-888-SHREDIT  is  among  169,602 
lines  reserved  in  the  888  exchange  so  far. 

The  lines  have  been 
slow  to  go  because  public 
awareness  is  so  dim  that 
taking  an  888  number  can 


actually  hurt  marketing.  "We  interviewed 
hundreds  of  people  recently  and  found 
almost  no  one  knew  what  an  888  number 
was,"  says  Daniel 
Briere,  president  of 
TeleChoice  Inc. 


SO  THEY  SAY 

iUnsteadofjust 


writing  a  check, 
we  want  to  reach 
out  past  our  mem- 
bership and  carry 
the  message  for 
small  business. 


Just  ask  Interna- 
tional Racing  Sys- 
tems Ltd.,  a  small 
Indy-car  school, 
which  drove  away 
customers  with  its 
new  phone  number — 
888-FORMULA.  Ad 
readers  instinctively 
dialed  800  and 
reached  Similac  instead. 

Still,  it's  wise  to  claim  an  888  number — 
at  least  for  voice  mail  or  employees  on  the  road,  says  Mie- 
Yun  Lee,  editor  of  the  Business  Consumer  Guide.  "It  costs 
less  than  a  calling  card,"  she  points  out. 


—Jeff  Butzke,  political 
director.  National  Fed- 
eration of  Independent 
Business  on  plans  for 
Campaign  '96  (page  14) 
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CAMPUSES  WITH 
FAMILY  BUSINESS 
"  PROGRAMS 


A  POWER  POWWOW 
FOR  THE  MS.ES 


1120 


FAMILY  AFFAIRS 


ntil  1985,  Harvard  Uni- 
versity and  Hillsdale  Col- 
lege in  Michigan  were 
alone  in  teaching  such  distinct 
business  topics  as  how  to  pass  the  torch 
from  father  to  daughter  or 
how  to  demote  junior. 
Now,  62  colleges  have 
family  programs — from 
Babson  College  to  Uni- 
versity of  Southern  Cali- 
fornia. Why?  Growing 
demand,  says  Randel  Car- 
lock,  who  runs  the  program  at 
the  University  of  St.  Thomas  in 
ul,  Minn.  Droves  of  World  War  II  vets  who 
ed  businesses  are  retiring  as  corporate  job 
cts  dim  for  their  heirs.  On  the  curriculum:  fam- 
amics,  managing  conflict,  and  gender  issues. 


Women  business  owners 
will  converge  on  Evanston 
III.,  for  their  mother-of-all- 
summits  May  29-30  at 
J.  L.  Kellogg  Graduate  School  of  Management.  The  event  i 
being  organized  by  the  National  Women's  Business  Coun- 
cil, a  federal  advisory  panel,  which  invited  1,000  entrepre 
neurs,  academics,  and  elected  officials.  The  goal:  to 
endorse  five  areas  for  research  and  lobbying  from  financing 
issues  to  preparing  teen  girls  for  entrepreneurship.  Orga- 
nizers say  the  powwow  signals  female  business  owners — 
now  at  8  million — have  reached  critical  mass. 


U.S.  Corporation  Income  Tai  Return 


MANY  SMALL  COMPANIES  REPORT 
STATE  AND  LOCAL  TAX  BILLS  ARE  RISING... 

Nonfederal  taxes  of  America's  fastest- 
growing  companies  increased  sharply  in 
1995  as  the  federal  government  shifted 
some  burdens  to  smaller  jurisdictions 


BLUE  CHIP  OR  BUST 

As  big  business  shrinks,  students  covet 
jobs  with  small  employers,  right?  Wrong.  A 
survey  of  262  Midwestern  college  counselors 
finds  blue  chips  signify  money,  powei-,  and 
prestige.  "It's  a  constant  challenge  to  convince 
students  to  think  small,"  says  surveyor  Larry 
S.  Beck  of  Ball  State  University.  Happily  or 
not,  though,  75%  land  at  "microbusinesses." 


58% 

REPORT  INCREASES 


•  CHANGING 
THE  MIX 

State  and  local 
taxes  now 
represent  a 
greater  share  of 
the  total  tax  bill 


22.2% 


19.2% 


DECREASES 


STAYED 
THE  SAME 


NOT 
REPORTED 


J 


DAIA  COOPERS  &  LYBRflND  SURVEY  OF  434  EXECUTIVES 


BY  PC  OR  WITH  HIGH-TECH  SCREEN  PHONES,  SAYS  RESEARCH  FIRM  PSI 
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Management 


HOW  YA  GONNA 
KEEP  'EM? 


Small  companies  trade  stock,  incentives,  and  respect  for  lower  pay  and  longer  hours 

Timothy  E.  Healy  was  a  young  star. 
the  top  central  region  salesman  in 
General  Electric  Medical  Systems' 
ultrasound  di\ision.  He  pulled  in 
-160,000  a  year,  and  wore  Hart  Schaffri- 
er  &  Mai-x  suits.  But  he  wanted  more 
challenge — and  longed  to  be  an  entre- 
preneur. So  in  1994.  he  put  his  8170.000 
Cleveland  home  on  the  market  and  trad- 
ed his  suits  for  blue  overalls  and  a  la- 
borer's job.  dri\Tng  a  25-ton  dump  tinck 
at  a  lead-tainted  Alabama  factoiy  site 
for  Entact.  a  fast-gro\nng  Dallas  envi- 
ronmental firm. 

Two  years  later,  his  training  program 
complete,  Healy,  29,  has  moved  into 
sales  and  marketing  and  in  January 
helped  spearhead  the  creation  of  an  En- 
tact  spin-off  company  in  Chicago.  His 
$50,000  salary  is  less  than  one-third 
W'hat  he  got  at  ge,  but  now  he  owtis  4% 
of  the  Chicago  affiihate,  with  a  promise 
of  significantly  more  if  the  operation 
thrives.  "I  wanted  the  opportunity  to 
paint  my  own  canvas,  to  put  my  touch 
on  a  company,  and  Entact  afforded  me 
that  opportunity,"  Healy  says.  "I  don't 
plan  another  job  change." 
FEW  BENEFITS.  It's  a  big  win  if  he  does 
stay  put.  Retaining  key  workers  is  an 
enormous  issue  for  any  company,  but 
for  small  employers  the  problem  is  far 
more  acute.  Entrepreneurs  t^-pically  de- 
mand long  hours  and  intense  commit- 
ment from  their  workforce,  but  they  of- 
ten can't  pay  a.s  much  as  bigger  rivals 
or  offer  comparable  health  and  retire- 
ment benefits.  A  199:)  Small  Bu.siness 
Administration  study  of  1980's  data 
found  that  companies  with  under  100 
employees  suffered  15.2%  annual 
turnover,  compared  with  9%  for  larger 
firms.  Consultants  .say  that,  given  the 
trend  in  corj-xirate  cost-cutting,  the  num- 
bers likely  are  higher  today. 

A  company  of  1,000  barely  hiccups 
when  sfjmeone  walks  out  the  door.  But  a 
resignation  or  two  at  a  10-person  firm 
can  carve  out  a  big  enough  hole  U)  crimp 
busine.ss  and  dramatically  choke  profits. 
"If  you  lose  two  or  three  key  employees, 
a  good  part  of  your  business  will  go 
with  them,"  says  Bruce  A.  Walker,  chief 

ENT  4   PJ)=.IIJFS'.  WFFK  /  FNTFPPRI<^F 


cutive  officer  at  Merrick  &  Co.,  a 
ill  Denver-based  engineering  firm, 
ndeed,  companies  lose  about  two 
nths  of  employee  time  for  every  ter- 
lation  because  of  training  time,  lost 
ductivity,  and  other  factors,  according 
Vlarie  R.  Dufresne,  senior  vice-presi- 
t  at  Hay  Group  Inc.,  a  management 
suiting  firm.  The  cost,  say  experts: 
to  $50,000  per  lost  worker.  Small 
ipanies  that  can't  afford  training  man- 
rs  and  are  strapped  by  the  loss  of 
n  one  person's  time  suffer  most.  "Peo- 
don't  realize  the  cost  of  turnover," 
iresne  says.  "It's  a  serious  hit." 
Successful  entrepreneurs  keep  top 
talent  by  balanc- 
ing growth  and 
the  drive  for 
profits  with  at- 
tention to  the 
soft  side  of 
the  business — 
providing  a  fam- 
ily-type atmos- 
phere and  the 
opportunity  to 
do  stimulating 
work  that  visibly 
affects  results. 
More  important, 
they  offer  some 
compelling  finan- 
cial upside,  a 
chance  for  em- 
ployees to  share 
in  growth 
through  stock 
options  and  prof- 
it sharing. 

If  it  works, 
employees  such 
as  Entact's 
Healy  will  put 
up  with  long 
hours,  tough 
working  condi- 
tions, and  lower 
salaries,  looking- 
for  a  payoff 
down  the  road. 
Otherwise,  top 
talent  can  head 
back  to  Corpo- 
rate America,  a 
competing  firm, 
or  their  own 
ew  business, 
lometimes  trig- 
ering  a  stam- 
iede  of  other 
skilled  employ- 
ees. "The  danger 
starts  when 
owners  won't 
share  the 
growth,"  says 
Kathy  M.  Daw- 
son, chief  execu- 


tive officer  at  the  Dallas-based  Dawson 
Group,  which  provides  human  resource 
services  for  hundreds  of  small  compa- 
nies. "It  can  be  devastating." 
OWNERSHIP.  Some  startups  adopt  em- 
ployee stock  programs  in  their  formative 
years,  usually  once  they  grow  past  the 
10-employee  mark.  Top  managers  at 
five-year-old  Entact,  which  earned  $1.4 
milHon  last  year  on  $10  million  in  sales, 
gave  20%  of  the  stock  in  both  its  Dallas 
and  Chicago  operations  to  their  35 
salaried  workers  in  Januaiy.  It  also  pays 
annual  bonuses  exceeding  $10,000  to 
most  salaried  employees.  And  it  plans  to 
spin  off  new  affiliates  whenever  a  re- 


author  and  reward  plan  consultant  for 
the  St.  Louis  office  of  WatsonAVyatt 
Worldwide. 

But  compensation  alone  doesn't  al- 
ways keep  workers  from  abandoning 
the  enterprise.  They  respond  to  their 
environment,  to  constructive  human  re- 
lations. The  Entact  office  in  Dallas, 
awash  in  pizza  and  people  in  their  20s, 
feels  moi"e  like  a  college  fraternity  than 
a  rigid  cojporate  workplace.  "When  you 
come  back  to  work,  you  feel  like  you  are 
coming  back  to  see  your  fiiends,"  says 
Lori  A.  Bailey,  26,  a  graphic  designer. 
Indeed,  a  study  of  110  small  entrepre- 
neurial companies  by  the  Center  for 


gional  operation  tops  40  WORKFORCE  Creative  Leadership  in  San 
workers,  giving  workers  a    Diego  indicates  companies 


greater  sense  of  participation  and  a 
chance  to  build  wealth.  "They  can  have 
a  significant  impact,  and  they  can  have 
significant  ownership  instead  of  .0001%," 
says  CEO  Philip  J.  Pisani.  The  result: 
Turnover  of  salaried  employees  at  En- 
tact has  consistently  stayed  below  7%. 

Recent  analyses  linking  employee 
stock  packages  and  higher  worker-re- 
tention rates  ai'e  hai"d  to  come  by.  But  a 
1985  study  by  the  National  Center  for 
Employee  Ownership,  a  nonprofit  orga- 
nization based  in  Oakland,  Calif.,  showed 
a  strong  coiTelation  between  the  amoimt 
of  money  a  company  puts  in  its  stock 
plan  and  the  number  of  workers  who 
said  they  planned  to  look  for  work  in 
the  next  year.  Corey  M.  Rosen,  the  cen- 
ter's executive  director,  says  a  strong 
stock  plan  at  a  small,  growing  company 


whose  CEOs  scored  higher  on  employee 
development,  communication,  ethics,  mo- 
tivating employees,  and  other  factors 
enjoyed  better  retention  rates — and  20% 
higher  profits. 

By  contrast,  even  well-intentioned 
bosses  may  kill  off  their  business  by  fo- 
cusing on  profit  at  the  expense  of  peo- 
ple. "Entrepreneurial  people  don't  tend 
to  be  good  listeners,"  says  Reinhard 
Ziegler,  a  managing  partner  for  the  Dal- 
las office  of  Andersen  Consulting.  "And 
to  retain  people,  you  have  to  listen." 
After  shooting  to  $25  million  in  rev- 
enues and  80  workers  in  three  years,  a 
telecommunications  company  Ziegler 
consulted  vdth  closed  abraptly  in  1994. 
Key  employees  and  more  than  half  their 
customer  service  and  technical  people 
simply  walked  off  in  frustration  over 


DEBIT:  Every  time  an  employee 
walks,  it  can  cost  the  company  up  to 
$50,000  in  lost  productivity  and 
retraining-not  to  mention  morale 


could  cut  tumovei-  by  up  to  half.  Work- 
ers are  even  less  likely  to  resign  if  stock 
vests  over  several  yeai's,  requiring  them 
to  forfeit  substantial  sums  if  they  move 
to  another  employer 

Financial  incentives  also  can  effec- 
tively juice  employee  performance.  A 
recent  study  by  the  Consortium  for  Al- 
ternative Reward  Strategies  Research 
examined  reward  plans,  such  as  profit 
sharing  and  bonuses,  at  663  companies, 
about  one-third  of  which  were  small 
fii-ms.  At  the  companies  that  quantified 
performance,  productivity  gains  pro- 
duced a  134%  net  return  on  what  they 
paid  out  to  employees.  "A  group  incen- 
tive plan  continues  to  be  the  most  pow- 
erful way  to  engage  people  in  the  busi- 
ness," says  Jerry  L.  McAdams,  a  study 


the  disorganization  and  lack  of  support. 

The  recent  turnaround  at  Tekelec,  a 
small  desigiier  and  manufacturer  of  di- 
agnostic equipment  and  switching  sys- 
tems, bears  out  the  importance  of  non- 
financial  motivators.  In  January,  1994, 
the  Calabasas  (Calif.)  company  was  on 
the  verge  of  bankruptcy  and  cutting 
staff.  Then  Phihp  J.  Alford,  a  vice-pres- 
ident and  general  manager,  was  made 
president.  He  secured  a  joint  venture 
deal  with  at&t  to  sell  Tekelec  switches, 
addressing  the  company's  near-term 
cash  crunch.  He  also  initiated  an  ag- 
gi'essive  employee-retention  and  partic- 
ipation program  to  keep  staff  from  nin- 
ning  to  the  competition.  "He  got 
employees  feeling  they  were  time  part- 
ners in  the  business,"  says  Scott  R. 
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Gai'dner,  Tekelec's  vice-president 
of  human  resoui'ces.  "It  was  in 
credible.  We  had  virtually  nu 
turnover  in  1995." 

The  company  gave  its  250 
employees  stock  options  that 
vested  over  five  years  and 
handed  out  bonuses  ranging 
from  7.5%  to  15%  of  salaiy.  Al- 
ford  decentralized  management 
to  give  division  leaders  more 
authority  and  responsibiUty  for 
results  and  held  quarterly  em- 
ployee discussion  gi'oups  to  en- 
courage communication.  By 
1995,  revenues  climbed  to  .$75 
million  and  profits  to  $6.3  mil- 
lion. Turnover  also  climbed 
slightly,  but  at  12%,  it  remains 
lowei'  than  the  20%-  typical  of 
the  industiy  despite  many  calls 
from  recruiters.  "We  are  con- 
stantly looking  for  ways  to  keep 
people  enthralled  with  what 
they  are  doing,"  Gardner  says. 

Ambitious  professional  peo- 
ple want  to  work  in  a  stimulat- 
ing environment  that  will  fur- 
ther career  development  and 
allow  them  to  contribute  in  a  signifi- 
cant way.  "They  want  a  cleai;  meaning- 
ful puipose — a  vision  they  are  excited 
about,"  says  Kay  Plantes,  a  small-busi- 
ness consultant  in  Madison,  Wis.  Lack- 
ing such  motivation,  sensing  that  man- 
agement is  blocking  them  from 
advancement,  a  company's  best  jjeople 
often  will  leave  to  foiTn  their  own  com- 
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BUILDING  HUMAN  CAPITAL 

How  small  businesses  can  retain  their  best  employees: 

STOCK  PLANS  Entrepreneurs  often  can't  pay  as 
much  as  the  big  guys.  Compensate  by  giving  employ- 
ees stock  or  the  opportunity  to  buy  shares.  For  best 
results,  stock  grants  should  be  based  on  performance 
and  should  vest  over  several  years. 

PERFORMANCE-BASED  PAY  With  profit-sharing  or 
bonus  plans,  reward  workers  with  financial  incentives 
tied  to  individual  or  company  performance.  Typical 
schemes  award  a  percentage  of  base  pay  or  profits. 

PARTICIPATION  Allow  employees  to  make  decisions 
and  influence  results,  delegating  responsibility  and 
management  control.  Share  operating  and  financial 
information  so  workers  understand  how  their  perfor- 
mance affects  results. 

ENVIRONMENT  Provide  continuing  challenge  and  the 
opportunity  for  professional  development.  Make  sure 
corporate  actions  are  consistent  with  clearly  communi- 
cated statements  of  vision  and  goals.  Encourage  a  sup- 
portive, family-like  culture. 


panies.  When  the  boss  turns  into  a  con- 
trol freak,  talent  heads  for  the  exits. 
SIMPLE  FORMULA.  That's  why  Jack  J. 
Hui'ley,  owner  of  Direct  Mail  Advertis- 
ing Coi-p.  in  Miami  Lakes,  Fla.,  has  of- 
fered his  mai'keting  vice-president  about 
half  the  company  and  a  promise  of  suc- 
cession to  the  top  job  rather  than  lose 
the  executive's  skills  at  the  $2.5  million 
business.  "You  have 
to  match  their  en- 
trepreneurial de- 
sire," Hurley  says. 
"If  you  don't,  they 
will  go  out  on  their 
own." 

Consider  your 
workers'  aspii'a- 
tions,  and  they'll 
stay  happier — a 
simple  foirnula,  but 
hard  to  execute.  A 
four-year-old  Dallas 
telemai'keting  firm. 
Principal  Resource, 
appears  to  have  fig- 
ured it  out.  In  an 
industry  known  for 
its  revolving  door. 
Principal's  turnover 
rate  is  under  20%. 
Moreover;  it  has  re- 
tained executives  at 
salaries  averaging 
half  their  pay  at 
previous  jobs. 


How?  Environment,  for  one  thiii^ 
"We  try  hard  to  treat  people  lik- 
adults,"  says  Kim  W.  Graw,  Principal' 
CEO.  "To  a  lot  of  people,  that  is  increili 
bly  refreshing."  Principal  doesn't  man 
date  scripts  for  telephone  reps,  and  i 
tries  not  to  oversupervise  employees  t 
prevent  cheating,  a  common  tactic  i 
telemai'keting.  It  attempts  to  redu' 
pressure  on  workers  by  hiring  a  fu 
time  training  manager — and  by  provi' 
ing  on-site  massages  twice  a  month. 

Of  course,  there's  the  money.  Prin^ 
pal  pays  its  19-person  sales  staff  salain 
above  the  industry  average,  and  carve 
out  10%  of  profits  for  bonuses.  For  ke 
employees,  the  company  sets  aside  15' 
of  its  stock,  to  be  awarded  accordin 
to  per-formance.  Elsie  B.  Sielen,  wh 
heads  Principal's  sales  gr'oup,  took  a  pa 
cut  of  about  50%  of  the  $80,000  she  ha 
earned  as  an  independent  consultan 
But  she  plans  to  make  up  the  gap  in 
few  years  through  stock  and  bonuses. 

More  important,  Sielen  wants  to  1 
part  of  a  startup  with  gr-owth  potenti;i 
To  do  that,  she  accepted  a  demotion  t 
telephone  sales  on  joining  up,  althouf 
she  once  had  super-vised  a  telemarke 
ing  department  of  more  than  300  pei 
pie.  But  Sielen,  42,  has  no  r-egrets.  'u 
feel  like  the  company  is  pai't  minej* 
she  says.  "This  is  it.  This  is  my  la:' 
job."  She  has  become  a  worker  a  sm; 
company  can  love. 

By  Janin  Friend  in  DalU 


FNT  R     RIIQlMrQQ  \rt/rri/   /  CMTCDDDICr 


ENTERPRISE 


Companies 


TREASURE  HUNTING 
IN  THE  BARGAIN  BIN 

Daedalus  buys  publishers'  discards  for  its  thriving  catalog 


f: 


lor  Robin  Moody, 
Daedalus  Books 
has  always  been 
more  about  a  pas- 
sion for  gi'eat  books 
than  a  passion  for 
making  money.  And 
that  may  be  his 
greatest  strength. 
Moody  didn't  set  out 
to  build  a  company.  He  never  went  near 
entrepreneunal  hotbeds  such  as  Silicon 
Valley.  And  he  specializes  in  the  oldest 
technology  going:  the  printed  word.  The 
fact  that  he's  successful  shows  you  don't 
have  to  be  part  of  the  latest  trend  to 
launch  a  business — and  that  opportuni- 
ties exist  in  even  the  oldest  industries. 

The  Hyattsville  (Md.)  mail-ordei-  com- 
pany Moody  started  16  yeai's  ago  with 
partner  Helaine  Harris  buys  and  sells 
publishers'  leftovers,  known  as  remain- 
ders. If  they  were  in  the  seciuities  busi- 
ness, Moody  and  Hams  would  be  called 
arbitrageurs,  because  they  exploit  mar- 
ket inefficiencies.  Remainders  are  books 
the  market  says  no  one  wants  at  full 
price.  They're  usually  found  in  chaotic 
assortments  in  bookstore  bargain  bins. 
But  rather  than  buy  whatever  becomes 
available  or  speciahze  in  a  naiTow  niche. 
Moody  and  Hanis  seai'ch  out  overlooked 
gems  and  market  them  aggi'essively  to 
individuals  and  bookstores,  at  a  price 
somewhere  between  dirt  cheap  and  list. 
Essentially,  they  save  readers  the  trou- 
ble of  sorting  thi'ough  the  leftover  bins 
themselves — and  for  that,  they  collect  a 
tidy  profit.  Says  Harris:  "We  want  to 
sell  books  that  we'd  want  to  read." 
ZIPPY  GROWTH.  That  simple  formula 
seems  to  work.  Daedalus  Books — named 
for  both  the  Greek  myth  and  the  James 
Joyce  character — is  generating  more 
than  $12.5  million  a  year  in  sales,  54% 
to  bookstores  and  the  rest  through  its 
catalogs.  At  a  time  when  many  inde- 
pendent bookstores  are  struggling  to 
compete  against  rapidly  expanding  gi- 
ants such  as  Borders  Inc.  and  Barnes  & 
Noble  Inc.,  Daedalus  is  enjoying  sales 
gi'ovvd;h  of  10%  a  year  Not  bad,  con- 
sidering San  Francisco-based  consult- 
ing firm  W.  A.  Dean  &  Associates  fig- 
ui'es  the  overall  catalog  market  has 


grown  at  just  5.5%  in  recent  years. 

Moody's  path  to  entrepreneurship 
was  a  rather  winding  one.  Graduating 
from  the  University  of  Michigan  in 
1968,  he  spent  the  next  several  years 
teaching  sixth-gi'aders,  traveUng  in  Eu- 
rope and  Thailand,  and  working  in  a 


bookstore.  Then,  he  took  a  job  NICHE 

with  a  book  distributor,  where  MARKETS  ^^^^  personal  reasons,"  say^ 
he   met   Harris.   Convinced    Marshall  A.  Genger,  chief  op- 


customers.  Says  Jeff  Lee,  bargain  buyer 
for  Tattered  Cover  Bookstore  in  Den- 
ver: "The  fact  that  Daedalus  has  goneji 
after  a  book  makes  me  think  I  should  atjl 
least  get  a  few  copies."  I 
But   the   greatest   innovation  atf 
Daedalus  is  the  catalog,  which  mails! 
seven  times  a  year  to  3.5  million  people.j| 
With  opinionated  blui'bs  on  each  book — m 
The  Chess  Garden  by  Brooks  Hansen!^, 
"...  could  have  been  written  by  Italoi'J  i 
Calvino  or  C.  S.  Lewis,"  asserts  one  en-i 
try — they  read  more  like  ongoing  con-|j 
versations  among  book  lovers  than  ad 
copy.  The  eclectic  mix  includes  fiction! 
history,  and  almost  every  other  catego- 
ry. "I  make  a  point  to  see  what  selectior 
they  have,  for  both  competitive 


there  was  a  better  way  to  run  the 
business,  they  bought  the  company  in 
1980,  renamed  it,  and  switched  the  em- 
phasis from  buying  academic  and  schol- 
arly books  that  become  dated  quickly 
to  searching  out  overlooked  literary 
works.  Moody's  wife,  Tamara,  came 
aboard  to  manage  the  wholesale  busi- 
ness in  1983.  The  three  now  work  in  a 


HARRIS  AND  MOODY:  Stores  and  readers  trust  their  taste 


erating  officer  for  nval  Random  House  |NI 
Value  Publishing.  \l] 
SURPRISE.  While  the  unpredictabihty  o] 
Daedalus'  offerings  is  a  treat  for  cus- 
tomers,  it's  a  logistical  nightmare  foi  ''^' 
Moody.  The  company  orders  some  book  * ' 
dii'ectly  from  publishers,  but  it  acquirei  '^f 
most  of  its  inventory  by  bidding  for  re  '''' 
mainders.  That  makes  planning  tough''"; 

since  dealers  nevei  ^  ; 
know  which  titles  wil"  '' 
become  available  oi'^''' 
which  lots  they'll  win  ''i ' 
"You    never  knov°f''' 
month  to  month  wha  ^'^ 
you'll  have  to  sell,'  '^^'^ 
Moody  says  with  i  ''P^' 
laugh.  In  one  month 
he  may  spend  as  Uttl  f' ' 
as  $50,000  on  new  in  ^ 
ventory  or  as  mud 
as  $1  million.  To  kee] 
the   catalogs  fresh''') 
books  have  to  be  re  ^'^ 
searched,  bid  on,  am 
summaiTzed  in  a  pith; 
blurb  in  shoit  order.  ''I'li 

Stiffer  competitioi 
for  remainders  ha''^*' 
helped  drive  up  cost'  'j  l"f 
The  big  chains  us 
bargain     books  t 
build   store  traffuj^fff* 
And     while     thos « 
chains  are  customers  ^Kxi 


tll! 


cluster  of  offices  above  the  warehouse. 

Determining  which  books  to  compete 
for — remainders  are  auctioned  in  a 
closed-bid  process — is  a  group  effort. 
Moody's  team  tries  to  keep  up  with  new 
writers  who  may  be  pi'oducing  wonder- 
ful but  lesser-known  novels.  Daedalus' 
knack  for  fen-eting  out  gi-eat  books  has 
won  the  company  clout  with  wholesale 


they  are  also  con: 
petitors.  Moody  figures  a  few  years  agi 
he  could  snap  up  some  books  he  wante 
for  a  fifth  of  his  retaO  price.  These  day 
it's  more  like  a  thiixl.  But  his  enthus 
asm  is  as  keen  as  ever.  "This  busines 
is  such  fun,"  Moody  says.  "It's  ver 
fast  and  constantly  exciting."  Just  like 
good  book. 

By  Amy  Barrett  in  Hyattsville,  Mc 
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IRTUAL  REALITY 
ITES 

-D  goggle  maker  is  scrambling  to  find  customers 


NG 
ETS 


Vith  its  sleek  wrap- 
around visors  that 
can  plug  into  a  com- 
puter and  give 
^rs  the  illusion  of  doing 
e  on  a  giant  three-dimen- 
il  movie  screen,  three- 
•old  Seattle-based  Virtual 
i-0  Inc.  thinks  it 
has  a  hot  prod- 
uct. The  question 
oes  Virtual  i-0  have  a 
:et? 

le  ansM^er  is,  just  barely, 
optical  technology  in  Vir- 
i-O's  top-of-the-Une  glasses 
>  users  the  feel  of  moving 

3-D  objects — a  simple 
of  virtual  reality.  But  the 
ilizingly  rich  market  of 
3-playing  teenagers  and 
g  adults  remains  just  out 
ach.  Tlie  technology  is  still 
•evolutionary  for  most  of 
specially  at  $600  for  the 
!  equipment.  And  even 
^h  virtual  reality  has  got- 
i  boost  from  such  movies 
twnmower  Man  and  John- 
Mnemonic,  technophiles 
try  Virtual  i-O's  "i-glass- 
are  apt  to  be  disappoint- 
Foday's  technology  can't 
h  Hollywood's  wizardry. 
1  of  which  leaves  this  tiny 
lology  startup  in  a  bind. 

its  main  product  still  not 
y  for  prime  time,  Virtual 
as  had  to  scramble  to  cre- 
a  customer  base — while 
ng  costs  down.  "Our  strat- 
s  to  create  extremely  ver- 
!  products  early  while  sell- 
nto  the  fledgling  consumer 
cet,"  says  C.  Gregory 
don,  chief  executive  and  co-founder. 
Tmined  to  stay  ahead  of  the  pack, 
s  already  working  on  a  prototype 
would  allow  its  glasses  to  act  as 
ay  screens  for  palm-size  computers, 
the  meantime,  Amadon,  42,  and  co- 
ier  Linden  Rhoads,  30,  have  to  sur- 
in  the  nitty-gritty  here  and  now. 


^^^^^^ 


Anaheim,  Calif.,  where  she  hawked  the 
video  glasses  as  a  way  to  keep  patients 
diverted  while  they  underwent  root 
canal.  She  managed  to  find  a  distribu- 
tor, and  last  year,  sales  to  dentists  con- 
tributed more  than  $1  million  of  Viitual 
i-O's  estimated  $5  miUion  in  revenues. 
"They're  fun  and  durable,"  says  Ken  R. 
Burnett,  a  Bellevue  (Wash.)  dentist. 
"Sometimes  I  have  a  hard  time  getting 
the  patient  out  of  the  chair  if  the  movie 
is  not  finished.  But  they  have  made  my 
job  easier." 

WEAR  AND  TEAR.  Virtual  i-0 
also  identified  several  other 
niches  for  its  glasses.  Real  es- 
tate agents  use  them  to  give 
prospective  buyers  "tours"  of 
potential  properties.  Some  cor- 
porations use  them  to  show 
training  films  because  employ- 
ees are  less  likely  to  get  dis- 
tracted when  they  wear  them. 
Law  enforcement  gi'oups  wire 
them  to  camcorders  that  can 
be  maneuvered  into  hard-to- 

LAUGHING  GUSS 
Dentists  bought  more 
than  $1  million  worth  of 
Virtual  i-O's  video-only 
glasses,  but  this  lower- 
priced  version  lacks  3-D 


Marketing  Vision 

For  Virtual  i-0,  making  high-tech  glasses  is  hard- 
finding  customers  is  harder 


MARKET 

DOCTORS  AND 
DENTISTS 

JOB  TRAINERS 


LAW 

ENFORCEMENT 
REAL  ESTATE 


APPLICATION 

Patients  watch  big-screen  movies  through  the 
glasses  to  distract  them  during  lengthy  procedures 

Employees  use  the  glasses  to  view  training 
tapes  on  a  big  screen 

When  linked  to  a  camcorder,  the  glasses  can  pro- 
vide an  instant  and  remote  survey  of  a  crime  scene 

Prospective  buyers  use  the  glasses  to  get  the 
big-screen  feel  of  a  prospective  home  without 
leaving  the  realtor's  office 

DATA  COMPANY 


To  do  so,  they  created  a  lowei-priced 
video  version  of  their  glasses  that  plugs 
into  a  TV  but  lacks  3-D  capability.  Then 
they  scoui'ed  the  landscape  for  new  uses 
and  new  customers.  Two  yeai's  ago,  after 
talking  with  a  fi-iend  who  sold  dental 
equipment,  Rhoads  packed  up  some  sam- 
ples and  went  to  a  dentists'  convention  in 


reach  ciime  scenes.  With  a  long 
wire,  the  viewer  can  survey 
the  scene  from  a  safe  distance. 

Together,  these  niches  now 
make  up  40%  of  i-O's  revenues. 
But  the  company  has  also 
worked  to  make  its  product 
more  attractive  to  the  home 
user.  When  video  and  software 
chains  complained  that  the  vir- 
tual-reality glasses  were  too  ex- 
pensive and  uncomfortable,  i-0 
responded  with  the  $400  video- 
only  version  that  gives  TV 
viewers  the  illusion  of  watching 
their  favorite  shows  on  giant- 
screen  TV.  "Moving  the  price 
Y>omt  really  helped  as  in  dealing 
with  Virtual  i-0,"  says  John 
Chin,  video  and  games  buyer 
for  The  Gfood  Guys,  a  Palo  Alto 
(Calif.)  electronics  chain  that 
started  canying  the  glasses  in  April. 

And  when  a  big  Blockbuster  fran- 
chise on  the  West  Coast  complained  that 
the  glasses  weren't  up  to  the  wear  and 
tear  of  rentals,  Virtual  i-0  came  back 
with  a  stiu'dier  product  that  could  take 
abuse,  says  Keith  Leopard,  product 
manager  for  the  franchise.  In  May,  the 
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INTRODUCING  THE  $500*  NEC  8UPER8CRIPr"860  LASER  PRINTER. 

When  it  comes  to  computer  equipment,  small  business  owners  don't  expect  to  get 
what  they  pay  for.  They  expect  to  get  a  lot  more  than  they  pay  for.  And  that's  exactly 
what  the  NEC  Superscript  860  delivers.  For  about 
$500,  it  offers  outstanding  600  dpi  resolution,  as  well 
as  a  long  list  of  features  you'd  normally  find  on 
printers  costing  twice  as  much. 

Say  you've  got  a  proposal  due  the  next  day. 
No  problem.  The  Superscript  860  can  quickly  print 
everything  from  your  transparencies  to  a  special 
proof  sheet  that  lets  you  lay  out  your  entire  proposal. 
We've  even  included  our  Solutions  CD  which  helps 
you  make  all  your  documents  look  as  professional 
as  possible.  Plus,  the  Superscript  860  comes  with  an 
overnight  replacement  warranty'  and  it's  the  first 
printer  ever  to  offer  Adobe"  PrintGear™  technology. 

Just  call  1-800-NEC-INFO  to  find  out  more  about 
the  NEC  Superscript  860.  The  perfect  laser 
printer  for  those  whose  expectations  are 
higher  than  their  budget. 


-  <?  pnges  per  mitiute 

-  True  600  dpi  with  NEC 
Sharp  Edge  Technology 

-  Adobe  Memory  Booster"' 

-  Windows®  95, 
Windows®  3.1x  and  DOS 

-  FREE  Internet  In  A  Box' 
software 

-  200-sheet  paper  capacity 

-  Proof  sheet  (n-up)  printing 

-  Custom  watermark 
capabilities 

-  2-year  overnight  warranty 

-  Plus  much  more  i 
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'Estimated  street  pnce  'Some  restrictions  apply  to  ttie  overnight  replacement  warranty.  For  more  information  wa  lax,  call  NEC  FastFacIs™  at  1 -eOO-366-0476  and  request 
dxument  #778600,  Superscript,  FastFacIs  and  See,  Hear  and  Feel  the  Difference  are  trademarks  of  NEC  Technologies,  Inc  All  othei  trademarks  and  registered  marks  are  property  of  their 
respective  owners,  ©1996  NEC  Technologies.  Inc.  Key  #97619 


SEE,  HEAR  AND  FEEL  THE  DIFFERENCE: 
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cliain  sta)-tt'd  renting  the  pi'uducts  in 
16  stores  at  $14.92  for  two  nights. 

Research  showed  the  biggest  banner 
to  sales  was  just  getting  consumers  to 
try  the  product.  So  i-0  developed  an 
in-store  display  with  a  pair  of  sample 
glasses  for  shoppers  to  try.  It  also  made 
the  computer-compatible  glasses  easier 
to  plug  in  and  began  packaging  them 
with  CD-ROM  games.  Earlier  this  yeai",  it 
beefed  up  customer  ser-vice  with  a  toll- 
fr-ee  nimiber  that  operates  some  evening 
and  weekend  hours.  And  it  started  nm- 
ning  ads  in  trade  publications  to  let  re- 
tailers know  they  were  out  there.  So 
far,  CompUSA,  Egghead,  and  Future 
Shop,  as  well  as  Blockbuster  and  The 
Good  Guys,  caiTy  the  i-glasses! 

But  Vutual  i-0  still  has  a  ways  to  go 
before  its  i-glasses!  are  as  common  as 
PCS.  The  company  will  never  capture  a 
mass  market  until  it  lowers  the  price 
point  even  further,  contends  Kathy  Klotz, 
multimedia  analyst  with  Datacjuest  Inc. 
"Consumers  will  not  spend  more  than 
$2(X)"  for  this  kind  of  product,  says  Klotz. 
SCARCE  SOFTWARE.  The  company  is  also 
hurt  by  a  lack  of  compatible  software. 
Until  recently,  PCs  weren't  powerful 
enough  to  generate  the  rich  gi-aphics  that 
make  i-glasses!  worthwhile.  As  a  result, 
there's  still  a  dearth  of  S-B  content  on  the 
Internet  and  on  computer-store  game 
racks.  But  as  games  appear.  Virtual  i-0  is 
working  with  software  companies  to  dis- 
play its  logo  on  the  packages. 

Of  course,  all  this  marketing  effort 
takes  money.  Virtual  i-0,  which  has  yet 
to  earn  any  substantial  profits,  has 
hooked  up  with  some  powerful  equity 
investors,  including  cable  giant  Tele- 
Communications,  mouse  maker  Logitech 
Inter-national,  and  France's  Thomson 
CSF.  Together;  they  provided  $19  million 
in  financing  last  November  and  own 
more  than  40%  of  the  company. 

Those  paitner-s  have  helped  the  em- 
bryorric  company  buy  some  time  while 
the  consumer  market  builds.  Even  so, 
i-0  faces  an  onslaught  this  year  ft'om 
competitors  such  as  Victor'Maxx  anfl 
Forte  Technologies  Inc.  And  being  fiivt 
is  no  guarantee  of  survival.  Seattle- 
based  Virtual  Vision  filed  for  bank- 
ruptcy two  years  ago,  despite  back- 
ing fr"om  technology  magnate  Paul 
Allen.  Company  leaders  say  Virtual 
i-0  can  avoid  a  similar-  fate  by  keeping 
its  technology  cutting-edge,  listening  to 
the  market,  and  connecting  with  part- 
ner's who  can  give  it  marketing  mus- 
cle. They  have  a  clear  vision  of  the 
market  they  want  to  serve.  Tr-ouble 
is,  so  far  it's  just  a  mirage. 

By  Seanna  Browder  in  Seattle 
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THE  OLYMPICS:  NOT  EXACTLY. 
FUN  AND  GAMES 

One  of  the  toughest  events?  Product  licensing 


Fi 


lor  Atlanta-based  condiment  maker 
Oak  Hill  Far-ms  Inc.,  the  hometown 
staging  of  the  Olympic  Games  pre- 
sented a  unique  opportimity  to  introduce 
its  sauces,  dressings,  and  preserves  to 
the  entire  world.  But  becoming  an  official 
sponsor  of  the  games  was  out  of  the 


question  for  Oak  Hill,  whose 
annual  revenues  ar-e  less  than 
a  quarter  of  the  $40  million  that  giants 
such  as  Coca-Cola  Co.  have  each  laid  out 
for  sponsorships.  There  was,  however, 
an  alternative:  selling  hcensed  products. 
Oak  HiU  has  created  new  laiu-el-wr-eathed 
Olympic  labels  and  changed  the  name  of 
its  hot  sauce  from  "Scorned 
Woman"  to  "Eternal 
Flame."  "We've  got 
ten  a  lot  of  expo- 


sure from  it,,"  says 
Wade  K.  Wright,  Oak 
Hill's  director  of  sales 
and  mar-keting. 

For  small  businesses,  selling 
Olympic-licensed  products  is  an  af- 
fordable way  to  strike  gold  at  the  GameSj^ 


LICENSING 


HIGH  BAR 

For  the  right  to 
put  Olympic 
rings  and  logos 
on  their 
products, 
icensees  have 

^  VINAIGRETTE  /  ^^OG  an 
l^ccmENTsiiFLOip^  average  royalty 
.    •        of  15%  of  sales 


For  an  average  fee  of  15% 
sales — ^but  not  less  than  a  si2? 
able,  contracted  minimum — they  can  put 
the  Olympic  rings  and  logos  on  products 
ranging  fi-om  T-shirts  to  hot  sauce,  from 
war-m-up  suits  to  diamond  brooches.  In 
all,  120  companies  have  paid  for  rights  to 
sell  1,000  Olympic-licensed  products.  They 
include  Champion  Products, 
Hanes,  and  Anheuser-Busch, 
but  most  licensees  are  far 
smaller,  with  sales  of  $5  mil- 
lion to  $10  minion.Whilei 
these  licenses  may  gener- 
ate big  sales,  it's  not  easy 
money.  Among  the  head- 
aches: lots  of  one-sided  negoti- 
ating with  the  Atlanta  Com- 
mittee for  the  Olympic  Games 
(ACOG)  and  meeting  demand-] 
ing  sales  targets  required  by 
the  contracts. 

Take  Aer"ial  Photogr'aphy  Services 
Inc.,  a  maker  of  pictor-ial  mugs,  cards, 
books,  and  magnets,  based  in  Char'lotte, 
N.  C.  Just  winning  the  contr-act  with 
ACO<;  took  Catherine  D.  Joseph,  ceo  ol 
[  Aerial,  four  years  of  proposals,  visits] 
^  phone  calls,  and  follow-ups.  Then,  Aer-i 
ial  had  to  design  new  pr-oducts  and  sul>j 
ject  them  to  acog's  rigorous  approva 
process,  which  touches  everything  frorr 
artwork  to  product  quality.  It  will  hav 
to  add  10  employees  to  its  35-membe: 
workforce,  and  boost  production  an 
sales  enough  to  meet  acog's  minimun 
royalty  payments.  This  summer,  Aeria 
vWll  operate  ar-ound  the  clock,  and  JosepW 
vdll  have  to  move  her  family  to  Atlanti|t 
during  the  Games.  The  payoff:  she  ex 
pects  a  25%  revenue  jump  this  year.  "It';: 
been  some  of  the  hardest  work  we'v(| 
ever  done  in  our  fives,"  says  Joseph. 

acog's  demands  make  these  deals  har( 
to  pull  off.  To  reach  its  target  of  $10<  i 
million  in  r-oyalty  payments  from  li  | 
censees,  ACOG  is  pushing  for  high-qualit; 
merchandise  and  has  set  sales  goals  no 
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every  business  can  I'each.  "In  order  to 
take  advantage  of  tliis  business,  you  have 
to  be  veiy  prepared,"  says  Robert  Hol- 
lander, vice-president  at  Atlanta  Cen- 
tennial Olympic  Properties,  the  market- 
ing aim  of  the  Olympics. 

While  no  licensees  expect  to  lose 
money,  few  predict  dazzling  gains.  For 
one  thing,  many  fear  satui'ation  of  prod- 
ucts such  as  appai'el — five-ringed  shirts, 
shorts,  and  sweatsuits— that  debuted 
years  ago.  "To  be  honest,  it  hasn't 
meant  anything  to  our  business  yet," 
says  Del  Whitney,  vice-pi'esident  at  wek 
Enterprises  Inc.,  a  maker  of  upscale 
sweatshirts  in  LaMiranda,  Calif.  "Re- 
tailers are  being  very  cautious  about 
being  stuck  with  Olympic  merchandise." 

Goods  ai'e  moving,  though.  Diu-ing  the 
1984  Los  Angeles  Games,  licensing  was  a 
marginally  profitable  sideline  to  stimu- 
late the  regional  economy.  Now,  it's  a 
profit  center.  Atlanta's  licensing  ah'eady 
has  generated  $500  million  in  retail  sales, 
says  Hollander.  ACO(;  pi'ojects  net  royal- 
ties of  nearly  $100  million. 
NERVOUS.  To  make  these  targets,  ACOG 
has  set  terms  with  licensees  that  leave 
many  nervous  about  just  making  mini- 
mum royalty  payments.  Consider  Identi- 
ty Apparel  Inc.,  a  New  York  maker  of 
expensive  wool,  leather,  and  denim  jack- 
ets. The  minimum  I'oyalty  of  the  compa- 
ny's projected  sales  of  Olympic  jackets  is, 
at  15%,  higher  than  what  major  sports 
leagues  demand.  That  has  boosted  the 
price  of  the  jackets  above  what  they 
would  sell  for  with  other  sports  logos — 
dampening  sales,  Identity  believes. 

Yet  Identity's  objective  was  mor-e  than 
sales.  Partners  Miki  Kagan  and  Lori 
Beth  Horowitz  figiu'ed  they'd  land  large 
wholesale  contracts  with  the  40  big-name 
Olympic  sponsors.  They  comted  all  40, 
but  only  thi'ee — General  Motore,  ibm,  and 
Coke — made  substantial  orders.  "I  had 
to  fight  tooth-and-nail,"  says  Kagan. 

For  many  licensees,  the  value  of  theu' 
Olympic  connection  will  be  revealed  dur- 
ing the  17  days  of  the  games.  They  are 
banking  on  big  sales  at  an  Olympics  su- 
perstore. Oak  Hill  Fai-ms  is  one  of  the 
companies  swallowing  the  cost  of  space  at 
the  store:  $15,000  for  the  smallest  indi- 
vidual shop  down  to  a  few  thousand  dol- 
lars for  shared  space  like  Oak  Hill's. 

Such  are  the  marketing  imperatives 
of  the  Olympics.  Retailers  are  giving 
space  this  summer  to  Olympic  mer- 
chandise, so  some  licensees  believed 
they  had  to  sign  on  or  risk  losing  their 
place.  "We  felt  if  we  didn't  do  it,  we 
might  not  siu"vive,"  says  Aerial's  Joseph. 

In  the  end,  the  Olympic  games  pre- 
sent an  uresistible  opportunity  for  many 
small-business  owners.  But  they  had 
better  be  ready  to  five  by  the  laile  of 
the  athletes:  no  guts,  no  gloiy. 

By  Katherijii  Haijes  in  Atlanta 
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SMALL  BUSINESS 
ROCKS  THE  VOTE 

It's  determined  to  make  a  difference  this  November 


When  Budweiser  dis- 
tiibutor  Mike  Hop- 
kins calls  on  his  500 
customers  these 
days,  he's  selling  more  than 
beer.  The  ow7ier  of  the  39-em- 
ployee  mhd  Inc.  in  Brenham, 
Tex.,  is  also  pushing  the  re- 
election of  Republican  Sena- 
tor Phil  Gramm,  who  is  run- 
ning against  political  neophyte 
Victor  Morales.  Hopkins' 
pitch:  Gramm  has  supported 
small  business  on  neaiiy  every 
Senate  vote,  from  regulatory 
reform  to  cutting  taxes. 

In   the   coming  months, 
Hopkins  plans  to  talk  up 
Gramm  with  customers,  em- 
ployees, and  ftiends,  and  he'll 
prod    other  small-business 
owners  to  do  the  same.  He's 
sending  letters  to  local  "opin- 
ion leaders,"  such  as  his  bar- 
ber, who  knows  everyone. 
And  the  distributor  will  trav- 
el the  state  to  make  speeches 
before  business  and  commu- 
nity gi-oups.  "If  Phil  Gramm 
doesn't  have  the  active  sup- 
port of  small  business,"  Hop- 
kins explains,  "he  won't  win." 
"WINDOW."  Small-business  ex- 
ecs are  normally  too  busy  to 
find  time  for  political  activism. 
Yet  Hopkins  repi'esents  a  gi'owing  le- 
gion of  entrepreneurs  nationwide  who 
feel  they  have  enonnous  stakes  in  the 
upcoming  congi'essional  elections.  Since 
1994,  the  Republican-controlled  Con- 
gress has  pushed  small-business  issues 
to  the  top  of  the  political  agenda,  in- 
cluding proposals  to  curb 

regulations  on  small  busi-   

ness,  limit  product-liability  lawsuits,  and 
cut  taxes  on  equipment  purchases.  "The 
real  challenge  is  convincing  business 
men  and  women  that  they  can  make  a 
difference,"  says  Rich  Knopke,  presi- 
dent of  Contractors  Supply  Co.  in 
Kansas  City,  Mo.  "The  window  of  op- 
portunity won't  be  open  forever." 
With  so  much  at  stake,  gi'oups  like 


THIS  BUD'S  FOR  GRAMM:  Beei'  dist rtbntor  Mike 
Hopkins  plans  to  sell  customers  on  the  senator 
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the  National  Federation  of  Independen  i 
Business  and  the  National  Beer  Whole 
salers'  Assn.  are  pulling  out  all  the  stop 
to  keep  their  friends,  most  of  them  Re 
publicans,  in  power.  They'i'e  venturin) 
into  new  areas,  such  as  political  adver 
tising,  that  will  reach  wider  audience 
CAMPAIGN  '96     than  their  own  member 

  gj^jp  They're  also  raisin; 

record  amounts  of  money  to  donate  t 
campaigns  and  training  their  mem.ber 
for  political  organizing.  The  Nation; 
Association  of  Wholesalers-Distributor 
predicts  its  45,000  members  will  corj,^^.' 
tribute  $2.5  million  to  individual  cand 
dates  and  the  Republican  Party  thi 
year,  up  fi-om  $1.5  million  in  1994.  An 
"the  NFIB  intends  to  double — to  $2.5  mi 


ti;al 
B  in!! 
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—what  it  spent  in  '94  on  political 
)n  committee  contributions  and 
sroots  operations, 
irt  of  these  groups'  strength  lies  in 
r  numbers:  The  np'IB  alone  has 
)00  members,  enough  in  many  con- 
sional  districts  to  tilt  a  close  race 
•  way.  Most  trade  associations  will 
phone  banks  and  other  techniques 
icourage  members  to  call  in  to  talk 
/s,  write  letters  to  editors,  and — 
t  important — vote.  In  April,  the 
ran  a  satellite-television  confer- 
with  500  execs  in  10  states  to  show 
1  how  to  mobilize  colleagues.  And 
wholesalers-distributors  will  run  a 
r  registration  drive  to  ensure  that 
eling  salespeople  mail  in  absentee 
its. 

REGARD.  But  NFIB  political  dil-ector 
Butzke  says  giving  money  and  get- 
members  to  the  polls  ai'en't  enough: 
group  wants  to  sell  the  public  on  its 
da.  "Instead  of  just  wilting  a  check, 
ivant  to  reach  out  past  our  mem- 
hip  and  carry  the  message  for 
1  business,"  says 
;ke. 

I  1994,  the  NFIB 
out  a  manual  to 
,000  members  in 
hington  State's 
district,  asking 
to  urge  10 
ids  to  vote  for 
ibiican  George  R. 
lercutt  Jr.,  who 
tr\ing  to  topple 
-House  Speaker 
mas  S.  Foley, 
lercutt  won  by 
;r  than  4,000 
s.  While  Butzke 
)ts  that  every 
member  partici- 
d  in  the  drive,  he 
is  enough  did  to 
't  the  outcome, 
lat's  the  kind  of 
ence  small-biz  ex- 
can  wield,  con- 
s  Butzke,  but  too 
candidates  and 
;ical  consultants 
1  willing  to  take 
intage  of  it. 
ike  points  to 
;-sponsored  polls 
Aug  that  the  pub- 
las  high  regard 
mall  business  and 
lore  likely  to  be- 
i  a  political  en- 
ement  by  a  smaU- 
ness  owner  than 
rganized  labor  or 
orate  executives, 
feels  a  candidate 
speaks  out  about 


The  Little  Guys 

Raise  Their 
Political  Profile 

MONEY  More  than  30  groups 
hope  to  raise  $17  million  for  a 
joint  television  advertising  cam- 
paign, beyond  the  millions  they 
will  spend  on  candidates,  phone 
banks,  and  other  activities. 

GRASSROOTS  Politically 
active  small-business  execs  in 
every  congressional  district  will 
seek  support  for  candidates  in 
meetings  with  customers,  talks 
with  employees,  and  speeches 
before  groups. 

ISSUES  With  Republicans 
controlling  Congress,  small- 
business  issues  are  on  the 
front  burner.  Among  them  are 
deregulation,  legal  reform,  tax 
cuts,  and  deductibility  of 
health  insurance. 

NEW  TACTICS  Will  buy  radio 
and  newspaper  ads  to  mflu- 
ence  a  wider  audience  than 
membership.  Armed  with  polls 
that  show  high  public  trust  in 
small-business  owners,  groups 
will  encourage  candidates  to 
put  small-business  concerns 
front  and  center. 
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the  problems  facing  small  business,  such 
as  regulatory  burdens,  can  have  wide 
appeal.  "We  think  voters  can  relate  to 
people  on  Main  Street,"  Butzke  says. 

One  way  to  get  those  stories  out: 
political  advertising.  The  beer  whole- 
salers are  considering  ads  for  endorsed 
candidates.  The  nfib  plans  to  nan  i-adio 
ads  in  about  100  races.  Instead  of  giv- 
ing the  maximum  $5,000  in  a  pac  con- 
tribution to  a  candidate,  the  group  will 
spend  the  money  on  ad  production  and 
placement.  The  featured  speakers  in 
the  ads  will  be  owners  of  small  busi- 
ness. The  gi'oup  already  is  testing  the 
idea.  In  April,  during  the  GOP  primary 
for  an  open  House  seat  in  Pennsylvania, 
a  small  businessman  did  the  voiceover 
for  a  radio  commercial  for  state  legisla- 
tor Joe  Pitts,  who  won  the  nomination. 

In  their  biggest  foray  ever  into  elec- 
toral politics,  the  business  gi"oups  will 
target  about  100  congressional  districts, 
including  several  dozen  held  by  GOP 
House  freshmen  who  won  close  elec- 
tions in  '94.  Many  are  the  same  i-aces 
targeted  by  afl-cio 
President  John 
Sweeney,  who  has 
vowed  to  spend  $35 
million  on  75  races. 
"Sweeney  did  a  lot  of 
our  folks  an  unintend- 
ed favor  by  going- 
public,"  says  Dirk 
Van  Dongen,  presi- 
dent of  the  whole- 
salers-distributors 
group.  "He  crystal- 
lized the  debate  and 
heightened  the  inter- 
est in  the  elections." 
Already,  the  rhetoric 
is  hot.  Small-business 
politicos  warn  that 
"Big  Labor"  is  out  to 
take  over  small  com- 
munities, afl-cio  po- 
litical director  Steve 
Rosenthal  counters  by 
labeling  the  small-busi- 
ness troops  "extrem- 
ists who  are  destroy- 
ing protections  that 
working  people  have." 

If  nothing  else,  the 
entrance  of  small 
business  into  this 
year's  congressional 
campaigns  guarantees 
plenty  of  excitement. 
The  only  question  is 
whether  local  busi- 
nesspeople  will  prove 
as  good  at  courting 
voters  as  they  are  at 
attracting  customers. 
By  Susan  B.  Garland 
17}  Washington 
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Get  More 
Small  Business 
Intelugence. 

With  Business  Week 
Enterprise. 

Lool<  for  more  news  and 
analysis  in  Business  Weel< 
Enterprise,  tlie  insiglitful 
small  business  edition 
written  by  Business  Week's 
award-winning  editorial  staff. 

Don't  miss  these  upcoming 
issues  of  Enterprise: 

■  September  16 

■  October  21 

■  December  16 

Also,  click  on  to 
Business  Week's  Small 
Business  Center  on 
America  Online  at 
Business  Week/BW Plus!/ 
Small  Business  Center: 

■  Access  timely  small 
business  news 

■  Examine  current 
and  past  issues  of 
Enterprise 

■  Search  the  archives 
for  stories  pertaining 
to  entrepreneurs 

■  Talk  to  Business  Week 
editors 

■  Chat  with  other 
small  business 
executives 

Business  Week 

Enterprise... 

Beyond  news.  Intelligence 
for  small  business. 
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cliain  startetl  renting  tlie  i)r(iducts  in 
16  stores  at  $14.92  for  two  nights. 

Research  showed  the  biggest  banner 
to  sales  was  just  getting  consumers  to 
try  the  product.  So  i-0  developed  an 
in-store  display  with  a  pair  of  sample 
glasses  for  shoppers  to  try.  It  also  made 
the  computer-compatible  glasses  easier 
to  plug  in  and  began  packaging  them 
with  CD-ROM  games.  Earlier  this  year,  it 
beefed  up  customer  service  with  a  toll- 
free  number  that  operates  some  evening 
and  weekend  hours.  And  it  started  run- 
ning  ads  in  trade  publications  to  let  re- 
tailers know  they  were  out  there.  So 
far,  CompUSA,  Egghead,  and  Future 
Shop,  as  well  as  Blockbuster  and  The 
Good  Guys,  cany  the  i-glasses! 

But  Virtual  i-0  still  has  a  ways  to  go 
before  its  i-glasses!  are  as  common  as 
PCS.  The  company  will  never  capture  a 
mass  market  until  it  lowers  the  price 
point  even  fuilher,  contends  Kathy  Klotz, 
multimedia  analyst  with  Dataquest  Inc. 
"Consumers  will  not  spend  more  than 
$200"  for  this  kind  of  product,  says  Klotz. 
SCARCE  SOFTWARE.  The  company  is  also 
hurt  by  a  lack  of  compatible  software. 
Until  recently,  PCs  weren't  powerful 
enough  to  generate  the  rich  gi-aphics  that 
make  i-glasses!  worthwhile.  As  a  result, 
there's  still  a  deaith  of  3-D  content  on  the 
Internet  and  on  computer-store  game 
racks.  But  as  games  appeal".  Virtual  i-0  is 
working  with  software  companies  to  dis- 
play its  logo  on  the  packages. 

Of  course,  all  this  marketing  effort 
takes  money.  Virtual  i-0,  which  has  yet 
to  earn  any  substantial  profits,  has 
hooked  up  with  some  powerful  equity 
investors,  including  cable  giant  Tele- 
Communications,  mouse  maker  Logitech 
International,  and  France's  Thomson 
CSF.  Together,  they  provided  $19  million 
in  financing  last  November  and  own 
more  than  40%  of  the  company. 

Those  partners  have  helped  the  em- 
bryonic company  buy  some  time  while 
the  consumer  market  builds.  Even  so, 
i-0  faces  an  onslaught  this  year  from 
competitors  such  as  VictorMax.x  and 
Forte  Technologies  Inc.  And  being  f\r^{ 
is  no  guarantee  of  survival.  Seattle- 
based  Virtual  Vision  filed  for  bank- 
ruptcy two  years  ago,  despite  back- 
ing from  technology  magnate  Paul 
Allen.  Company  leaders  say  Virtual 
i-0  can  avoid  a  similar  fate  by  keeping 
its  technology  cutting-edge,  listening  to 
the  market,  and  connecting  with  part- 
ner's who  can  give  it  marketing  mus- 
cle. They  have  a  clear  vision  of  the 
market  they  want  to  serve.  Trouble 
is,  so  far  it's  just  a  mirage. 

By  Seanna  Browder  in  Seattle 
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THE  OLYMPICS:  NOT  EXACTLY. 
FUN  AND  GAMES 

One  of  the  toughest  events?  Product  licensing 


For  Atlanta-based  condiment  maker 
Oak  Hill  Far-ms  Inc.,  the  hometown 
staging  of  the  Olympic  Games  pre- 
sented a  unique  opportunity  to  introduce 
its  sauces,  dressings,  and  preser'ves  to 
the  entir'e  world.  But  becoming  an  official 
sponsor  of  the  games  was  out  of  the 


question  for  Oak  Hill,  whose 
annual  r-evenues  ar'e  less  than 
a  quarter  of  the  $40  million  that  giants 
such  as  Coca-Cola  Co.  have  each  laid  out 
for  sponsorships.  There  was,  however, 
an  alter-native:  selling  licensed  products. 
Oak  HiU  has  created  new  laiu"el-wTeathed 
Olympic  labels  and  changed  the  name  of 
its  hot  sauce  from  "Scorned 
Woman"    to  "Eternal 
Flame."  "We've  got 
ten  a  lot  of  expo 


sure  ft'om  it,,"  says 
Wade  K.  Wright,  Oak 
Hill's  director  of  sales 
and  marketing. 

For  small  businesses,  selling 
Olympic-licensed  products  is  an  af- 
fordable way  to  strike  gold  at  the  Games.] 


1 


HIGH  BAR 

For  the  right  to 
put  Olympic 
rings  and  logos 
on  their 
products, 
licensees  have 

VINAIGRETTB  /  ^^OGan 
"^ooNnmii! n.oii^'^  average  royalty 
of  15%  of  sales 


LICENSING  ^  average  fee  of  15%  \m 

  sales — but  not  less  than  a  si^ 

able,  contracted  minimum — they  can  put 
the  Olympic  rings  and  logos  on  products 
ranging  from  T-sliirts  to  hot  sauce,  from 
warm-up  suits  to  diamond  brooches.  In 
all,  120  companies  have  paid  for  rights  to 
sell  1,000  Olympic-licensed  products.  They 
include  Champion  Products, 
Hanes,  and  Anheuser-Busch, 
but  most  licensees  are  far 
smaller,  with  sales  of  $5  mil- 
lion to  $10  million.While 
these  Ucenses  may  gener-l 
ate  big  sales,  it's  not  eas 
money.  Among  the  head 
aches:  lots  of  one-sided  negoti 
ating  with  the  Atlanta  Com 
mittee  for  the  Olympic  Game 
(acog)  and  meeting  demand 
ing  sales  targets  required  b 
the  contracts. 

Take  Aerial  Photography  Service 
Inc.,  a  maker  of  pictorial  mugs,  cards 
books,  and  magnets,  based  in  Charlotte 
N.  C.  Just  winning  the  contract  with 
ACOG  took  Catherine  D.  Joseph,  ceo  oi 
[  Aerial,  four  years  of  proposals,  visits! 
^  phone  calls,  and  follow-ups.  Then,  Aer 
ial  had  to  design  new  products  and  sub-; 
ject  them  to  acog's  rigorous  approva^ 
process,  which  touches  everything  froiri 
artwork  to  product  quality.  It  will  havtj 
to  add  10  employees  to  its  35-membeii 
workforce,  and  boost  pr'oduction  anc 
sales  enough  to  meet  acog's  minimunp 
royalty  payments.  This  summer,  Aeriaj> 
will  oper-ate  ar-ound  the  clock,  and  Josepl 
will  have  to  move  her  family  to  Atlanta 
during  the  Games.  The  payoff:  she  ex] 
pects  a  25%  revenue  jump  this  year.  "It'i 
been  some  of  the  hardest  work  we'vi 
ever  done  in  our  lives,"  says  Joseph. 

acog's  demands  make  these  deals  har| 
to  pull  off.  To  reach  its  target  of  $10i 
million  in  r'oyalty  payments  from 
censees,  acog  is  pushing  for  high-qualit; 
merchandise  and  has  set  sales  goals  no 


Affordable  printers  equipped  with  Adobe  PrintGear  are  ready  for  anything  you  want  to  throw  at  them.  W 

Watch  PrintGear  help  the  new  NEC  Superscript  860  do  more  and  do  it  faster  than  any  printer  in  its  class.  F '  _ 

For  more  information  about  Adobe  PrintGear  call  1-800-833-6687  ext.  F7679.  Adobe 

Adobe  and  PrintGear  are  trademarks  of  Adobe  Systems  Incorporated  All  other  marks  are  the  property  of  their  respective  companies.  ©1996  Adobe  Systems  Incorporated.  All  rights  reserved. 


every  business  can  reach.  "In  order  to 
take  advantage  of  tliis  business,  you  have 
to  be  very  prepared,"  says  Robert  Hol- 
lander, vice-president  at  Atlanta  Cen- 
tennial Olympic  Propeities,  the  market- 
ing aim  of  the  Olympics. 

While  no  licensees  expect  to  lose 
money,  few  predict  dazzling  gains.  For 
one  tiling,  many  fear  saturation  of  prod- 
ucts such  as  apparel — five-iinged  shirts, 
shorts,  and  sweatsuits — that  debuted 
year-s  ago.  "To  be  honest,  it  hasn't 
meant  anything  to  our-  business  yet," 
says  Del  Wliitney,  vice-president  at  WEK 
Enter-prises  Inc.,  a  maker  of  upscale 
sweatshirts  in  LaMiranda,  Calif.  "Re- 
tailer's are  being  very  cautious  about 
being  stuck  with  Olympic  merchandise." 

Goods  are  moving,  though.  During  the 
1984  Los  Angeles  Games,  licensing  was  a 
mar-ginally  pr-ofitable  sideline  to  stimu- 
late the  r-egional  economy.  Now,  it's  a 
pr'ofit  center-.  Atlanta's  licensing  ab-eady 
has  gener-ated  $500  million  in  r'etail  sales, 
says  Hollander-.  ACO(;  pr'ojects  net  royal- 
ties of  near-ly  $100  million. 
NERVOUS.  To  make  these  tar-gets,  acog 
has  set  terms  wath  licensees  that  leave 
many  ner-vous  about  just  making  mini- 
mum royalty  payments.  Consider-  Identi- 
ty Apparel  Inc.,  a  New  Yor-k  maker-  of 
expensive  wool,  leather,  and  denim  jack- 
ets. The  minimum  r-oyalty  of  the  compa- 
ny's pr-ojected  sales  of  Olympic  jackets  is, 
at  15%,  higher-  than  what  major  sports 
leagues  demand.  That  has  boosted  the 
price  of  the  jackets  above  what  they 
would  sell  for  with  other  sports  logos — 
dampening  sales,  Identity  believes. 

Yet  Identity's  objective  was  mor-e  than 
sales.  Partner's  Miki  Kagan  and  Lori 
Beth  Horowitz  figur-ed  they'd  land  large 
wholesale  contr-acts  with  the  40  big-name 
Olympic  sponsor-s.  They  courted  all  40, 
but  only  thr-ee — Gener-al  Motor-s,  IBM,  and 
Coke — made  substantial  or-der-s.  "I  had 
to  fight  tooth-and-nail,"  says  Kagan. 

For  many  licensees,  the  value  of  theii' 
Olympic  connection  will  be  revealed  dur-- 
ing  the  17  days  of  the  games.  They  are 
banking  on  big  sales  at  an  Olympics  su- 
jjer-stor'e.  Oak  Hill  Far-ms  is  one  of  the 
companies  swallowing  the  cost  of  space  at 
the  store:  $15,000  for  the  smallest  indi- 
vidual shop  down  to  a  few  thousand  dol- 
lar's for-  shar-ed  space  like  Oak  Hill's. 

Such  ar'e  the  marketing  imperatives 
of  the  Olympics.  Retailer's  ar'e  giving 
space  this  summer  to  Olympic  mer- 
chandise, so  some  licensees  beheved 
they  had  to  sign  on  or  r'isk  losing  their 
place.  "We  felt  if  we  didn't  do  it,  we 
might  not  sur-vive,"  says  Aer-ial's  Joseph. 

In  the  end,  the  Olympic  games  pr'e- 
sent  an  iiTesistible  opj^ortimity  for'  many 
small-business  owners.  But  they  had 
better  be  r-eady  to  live  by  the  rule  of 
the  athletes:  no  guts,  no  glory. 

By  Kathery)/  Hayes  in  Atlanta 
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SMALL  BUSINESS 
ROCKS  THE  VOTE 

It's  determined  to  make  a  difference  this  November 


When  Budweiser  dis- 
tr-ibutor  Mike  Hop- 
kins calls  on  his  500 
customer's  these 
days,  he's  selling  more  than 
beer.  The  owner'  of  the  39-em- 
ployee  mhd  Inc.  in  Br'enham, 
Tex.,  is  also  pushing  the  re- 
election of  Republican  Sena- 
tor Phil  Gramm,  who  is  run- 
ning against  political  neophyte 
Victor  Morales.  Hopkins' 
pitch:  Gr'amm  has  supported 
small  business  on  near'ly  ever'y 
Senate  vote,  ft'om  regulatory 
r'eform  to  cutting  taxes. 

In   the   coming  months, 
Hopkins  plans  to  talk  up 
Gramm  with  customer's,  em- 
ployees, and  friends,  and  he'll 
prod    other  small-business 
owners  to  do  the  same.  He's 
sending  letters  to  local  "opin- 
ion leaders,"  such  as  his  bar- 
ber*, who  knows  everyone. 
And  the  distr-ibutor  will  trav- 
el the  state  to  make  speeches 
befor'e  business  and  commu- 
nity gr'oups.  "If  Phil  Gramm 
doesn't  have  the  active  sup- 
port of  small  business,"  Hop- 
kins explains,  "he  won't  win." 
"WINDOW."  Small-business  ex- 
ecs are  nor'mally  too  busy  to 
find  time  for  political  activism. 
Yet  Hopkins  repr'esents  a  gr'owing  le- 
gion of  entrepreneurs  nationwide  who 
feel  they  have  enor'mous  stakes  in  the 
upcoming  congr'essional  elections.  Since 
1994,  the  Republican-contr'olled  Con- 
gi'ess  has  pushed  small-business  issues 
to  the  top  of  the  political  agenda,  in- 
cluding proposals  to  curb 
regulations  on  small  busi- 
ness, limit  product-liability  lawsuits,  and 
cut  taxes  on  equipment  purchases.  "The 
real  challenge  is  convincing  business 
men  and  women  that  they  can  make  a 
difference,"  says  Rich  Knopke,  presi- 
dent of  Contr'actors  Supply  Co.  in 
Kansas  City,  Mo.  "The  window  of  op- 
portunity won't  be  open  forever" 
With  so  much  at  stake,  gr'oups  like 


THIS  BUD'S  FOR  GRAMM:  Beer  distributor  Mike 
Hopkins  plans  to  sell  customers  on  the  senator 


m 


tami 


the  National  Federation  of  Independer 
Business  and  the  National  Beer  Whol< 
salers'  Assn.  ar-e  pulling  out  all  the  stoi  (j-ji  ^ 
to  keep  their  friends,  most  of  them  R(  j  ^^]: 
publicans,  in  power  They're  venturin  jji^^,^' 
into  new  ar'eas,  such  as  political  adveij),^'" 
tising,  that  will  reach  wider  audience  j.jpj|| 
CAMPAIGN  '96     than  their  own  membei^j(,| 

  ship.  They're  also  raisin  ij, 

record  amounts  of  money  to  donate  i  -^^^  |^ 
campaigns  and  training  their  m.embei  ^j.^ 
for  political  organizing.  The  Nation:  j 
Association  of  Wholesaler-s-Distr'ibuto]  ^^^^ 
predicts  its  45,000  members  will  co)  ' 
tribute  $2.5  million  to  individual  candj^V'' 
dates  and  the  Republican  Party  th  ^^.^j^  ^ 
year',  up  fi'om  $1.5  million  in  1994.  Ar|V  |, 


the  NFIB  intends  to  double — to  $2.5  m 


FMT  \A    RiiciwfCQ  in/crk  /  pmtfppdiqf 


1— what  it  spent  in  "94  on  political 
ion  committee  contributions  and 
issroots  operations. 
Part  of  these  gr-oups'  strength  lies  in 
ier  numbers:  The  nfib  alone  has 
1,000  members,  enough  in  many  con- 
ssional  disti-icts  to  tilt  a  close  race 
ir  way.  Most  trade  associations  will 

phone  banks  and  other  techniques 
encourage  members  to  call  in  to  talk 
ws,  write  letters  to  editors,  and— 
3t  important — vote.  In  April,  the 
B  ran  a  satellite-television  confer- 
e  with  500  execs  in  10  states  to  show 
m  how  to  mobilize  colleagues.  And 

wholesalers-distributors  will  nm  a 
3r  registration  drive  to  ensure  that 
deling  salespeople  mail  in  absentee 
ots. 

I  REGARD.  But  NFIB  political  dii-ector 
Butzke  says  giving  money  and  get- 
members  to  the  polls  aren't  enough: 
gi-oup  wants  to  sell  the  public  on  its 
Ida.  "Instead  of  just  wiiting  a  check, 
want  to  reach  out  past  our  mem- 
?hip  and  carry  the  message  for 

II  business,"  says 
zke. 

1  1994,  the  NFIB 

out  a  manual  to 
5,000  members  in 
hington  State's 

district,  asking 
1  to  urge  10 
ids  to  vote  for 
ablican  George  R. 
liercutt  Jr.,  who 

trying  to  topple 
-House  Speaker 
Tias  S.  Foley, 
lercutt  won  by 
■r  than  4,000 
s.  While  Butzke 
)ts   that  every 

member  partici- 
1  in  the  diive,  he 
wS  enough  did  to 
t  the  outcome, 
lat's  the  kind  of 
mce  small-biz  ex- 
can  wield,  con- 
5  Butzke,  but  too 
candidates  and 
ical  consultants 

willing  to  take 
ntage  of  it. 
ke  points  to 
■sponsored  polls 
ing  that  the  pub- 
as  high  regard 
nail  business  and 
)re  likely  to  be- 

a  political  en- 
ment  by  a  small- 
ess  owner  than 
ganized  labor  or 
rate  executives. 
ie\s  a  candidate 
;peaks  out  about 


The  Little  Guys 

Raise  Their 
Political  Profile 

MONEY  More  than  30  groups 
hope  to  raise  $17  million  for  a 
joint  television  advertising  cam- 
paign, beyond  the  millions  they 
will  spend  on  candidates,  phone 
banks,  and  other  activities. 


GRASSROOTS  Politically 
active  small-business  execs  in 
every  congressional  district  will 
seek  support  for  candidates  in 
meetings  with  customers,  talks 
with  employees,  and  speeches 
before  groups. 

ISSUES  With  Republicans 
controlling  Congress,  small- 
business  issues  are  on  the 
front  burner.  Among  them  are 
deregulation,  legal  reform,  tax 
cuts,  and  deductibility  of 
health  insurance. 


NEW  TACTICS  Will  buy  radio 
and  newspaper  ads  to  influ- 
ence a  wider  audience  than 
membership.  Armed  with  polls 
that  show  high  public  trust  in 
small-business  owners,  groups 
will  encourage  candidates  to 
put  small-business  concerns 
front  and  center. 

DATA:  BUSINESS  WEEK 


the  problems  facing  small  business,  such 
as  regulatory  burdens,  can  have  wide 
appeal.  "We  think  voters  can  relate  to 
people  on  Main  Street,"  Butzke  says. 

One  way  to  get  those  stories  out: 
political  advertising.  The  beer  whole- 
salers are  considering  ads  for  endorsed 
candidates.  The  nfib  plans  to  mn  radio 
ads  in  about  100  races.  Instead  of  giv- 
ing the  maximum  $5,000  in  a  pac  con- 
tribution to  a  candidate,  the  group  will 
spend  the  money  on  ad  production  and 
placement.  The  featured  speakers  in 
the  ads  will  be  owners  of  small  busi- 
ness. The  group  already  is  testing  the 
idea.  In  April,  during  the  gop  primary 
for  an  open  House  seat  in  Pennsylvania, 
a  small  businessman  did  the  voiceover 
for  a  radio  commercial  for  state  legisla- 
tor Joe  Pitts,  who  won  the  nomination. 

In  their  biggest  foray  ever  into  elec- 
toral polities,  the  business  gi-oups  will 
target  about  100  congressional  districts, 
including  several  dozen  held  by  gop 
House  freshmen  who  won  close  elec- 
tions in  '94.  Many  are  the  same  races 
targeted  by  afl-cio 
President  John 
Sweeney,   who  has 
vowed  to  spend  $35 
million  on  75  races. 
"Sweeney  did  a  lot  of 
om-  folks  an  luiintend- 
ed  favor  by  going 
public,"    says  Dirk 
Van  Dongen,  presi- 
dent of  the  whole- 
salers-distributors 
group.  "He  crystal- 
lized the  debate  and 
heightened  the  intei- 
est  in  the  elections." 
Already,  the  rhetoric 
is  hot.  Small-business 
politicos  warn  that 
"Big  Labor"  is  out  to 
take  over  small  com- 
munities. AFL-CIO  po- 
litical director  Steve 
Rosenthal  coimters  by 
labeling  the  sniaU-busi- 
ness  troops  "extrem- 
ists who  are  destroy- 
ing protections  that 
working  people  have." 

If  nothing  else,  the 
entrance  of  small 
business  into  this 
year's  congressional 
campaigns  guarantees 
plenty  of  excitement. 
The  only  question  is 
whether  local  busi- 
nesspeople  will  prove 
as  good  at  courting 
voters  as  they  are  at 
attracting  customers. 
Bij  Susan  B.  Garland 
in  Washington 
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Get  More 
Small  Business 
Intelligence. 


With  Business  Week 
Enterprise. 

Lool<  for  more  news  and 
analysis  in  Business  Week 
Enterprise,  the  insightful 
small  business  edition 
written  by  Business  Week's 
award-winning  editorial  staff. 

Don't  miss  these  upcoming 
issues  of  Enterprise: 

■  September  16 

■  October  21 

■  December  16 

Also,  click  on  to 
Business  Week's  Small 
Business  Center  on 
America  Online  at 
Business  Week/BW Plus!/ 
Small  Business  Cen  ter: 

■  Access  timely  small 
business  news 

■  Examine  current 
and  past  issues  of 
Enterprise 

■  Search  the  archives 
for  stories  pertaining 
to  entrepreneurs 

■  Talk  to  Business  Week 
editors 

■  Chat  with  other 
small  business 
executives 

Business  Week 

Enterprise... 

Beyond  news.  Intelligence 
for  small  business. 
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Wi/h  innovalive  Apple  technology  such  us 
QuickTime'  IJt.  the  BMW  web  site  k  lumed 
into  a  nrtiitd  reulitr.  Explore  the  roadster 
imide  ami  nut  by  movmfi  forward  and 
backward,  panning  left  to  right,  up  and 
down.  Just  about  the  only  thing  you  can't 
do  is  kick  the  tires. 


From  the  Autobahn  to  the  Infobalm.  Apple 
technology  puk:  the  BAlK'Zj  rocuister  on  the 
world's  fastest  highway. 


More  multimedia  Internet  sites  are  created  on  Macintosh  than  on  any  other  computer. 
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"me  movies.  Digital  indeos  so  realis- 
the  only  thing  missing  from  taking 
roadster  for  a  test-drive  is  the  wind 
r  hair 


Once  again, 

BMW 

showcases 

some  of. , 

1  the  world  s 

D6SI  technology 

Only  in  this  case  we're  talking  about  BMW's  am^izing  new  web  site. 
The  web  site  that  actually  lets  you  test-drive  the  Z3  roadster  in  the 
comfort  of  your  living  room.  And  how  did  BMW  put  one  of  the  most 
innovative  web  sites  on  the  Internet?  With  Apple  technology,  of 
course.  As  Jim  McDowell,\Tof  Marketing  at  BMW  of  North  America, 
puts  it,  "We  wanted  our  web  site  to  have  the  same  performance 
and  excite?nent  as  our  BMW  products.  Apple  urn  the  perfect 
partner."  Sovisitwww.bmwusa.com  to  check  out  some  technology 
that  really  moves.  Oh  yeah,  and  while  you're  at  it,  check  out  the  car. 

Macintosh  for  webmasters,  webcasters  and  websurfers. 


V  up  their  web  site,  BMW  uses  the 
Internet  Server  Solution,  one  of  the 
ways  to  put  a  site  on  the  Net  and 
'ul  enough  to  handle  over  200.000 
rday. 


www.apple.com 


1  be  tiaxssibk  to  mttinluals  uilb  itmbihh-  lb  leiirti  more  (US.  only),  mil  m0-6i)0-7S0H  nr  TD' 800-755-06(11 
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UNTANGLING 

THE  WIRELESS  WORLD 

There  are  more  and  more  ways  to  stay  in  touch  on  the  road.  How  do  you  sort  them  out? 


After  wealing  a  beep- 
er on  his  belt  for  32 
years,  Dr.  Sanford 
A.  Glazer  took  it  off 
for  good  two  months  ago. 
Instead,  the  60-year-old 
Maryland  dentist  and  en- 
trepreneur plugged  him- 
self into  the  global  com- 
munications grid  more 
tightly  than  ever  by 
spending  $150  for  a  digital 
cellular  phone  with  a 
pager  built  into  it.  The 
setup  from  Sprint  Spec- 
tnim  keeps  him  constantly 
available  to  partners  and 
potential  customers  as  he 
puts  in  60  hours  a  week 
trying  to  start  up  a  med- 
ical-waste sterilization 
business.  Says  Glazer:  "It's 
with  me  all  the  time. 
Sometimes  I  don't  turn  it 
off  until  after  10  at  night." 

Glazei'  and  his  fom'  sim- 
ilarly equipped  partnei-s  in  the  Antaeus 
Group  of  Hunt  VaUey,  Md.,  are  part  of  a 
generation  of  small-business  people  who 
are  becoming  more  reliant  than  ever  on 
wii'eless  communications.  Mobility  start- 
ed with  the  occasional  pager,  cellular 
phone,  or  two-way  r-adio.  But  with  stun- 
ning speed,  options  have  broadened, 
prices  have  fallen,  and  expectations  of 
constant  connectivity  have  risen.  In 
many  circles,  being  out  of  the  office — or 
even  out  of  the  state,  oi'  the  coioitry — is 
no  longei'  considered  a  reason  to  be  out 
of  touch. 

COST  ISSUE.  So  wireless  makes  sense. 
The  question  is,  which  variety?  The 
main  categories  are  cellular  phones, 
pagers,  two-way  dispatch  radios,  and 
data-only  devices  (table).  But  those  cat- 
egories are  blurring.  COMMUN 

As  an  example.  Paging   

Network  Inc.  (PageNet)  of  Piano,  Tex., 
will  soon  use  a  newly  auctioned  slice  of 
the  ail-waves  to  offer  pagers  that  take 
voice  messages  instead  of  numeric  or 
alphanumeric  messages. 

It's  a  lot  to  sort  through,  and  mis- 


GEOTEK  RADIO:  Its  srctinti/  hcljx  il  Xcivfon  land  a  Federal  Reserve  contract 

BEEPER  MADNESS:  Options  have 
broadened,  prices  have  fallen-and 
small-business  people  are  becoming; 
more  reliant  than  ever  on  wireless 


guided  experimentation  can  be  expen- 
sive. What's  more,  small  operations  gen- 
erally lack  the  time  or  money  to  devel- 
op customized  vrireless  systems  such  as 
Federal  Express  Corp.'s  package-track- 
ing sei-vice.  "Smaller,  privately  held  com- 
CATIONS       panies  like  ours  tend 

  to  personalize  the  cost 

issue  much  more,"  says  Timm  Sweeney, 
a  wii'eless  customer  who  nms  a  six-per- 
son consultancy  in  Danbury,  Conn. 

Luckily,  there's  help.  Off-the-shelf 
voice-and-data  systems  increasingly 
come  bundled  with  features  that  make 


them  usable  right  out  of  the  box.  Whenl'- 
that's  not  enough,  wireless  companie 
will  usually  refer  customers  to  a  "sysj 
tems  integrator"  that  can  write  soft  !, 
ware  for  their  particular  needs.  For  in' 
stance.    Lumberjack    Inc.   of  Pair 
Harbor,  Fla.,  has  carved  out  a  busines 
serving  nothing  but  lumberyards.  A  re 
cent  client:  Buena  Park  Lumber  an 
Hardware  Co.  of  Orange  County,  Calif 
which  needed  software  to  let  its  trave 
ing  salespeople  check  inventories  on  thi 
store  computer  via  a  cellular  call  froi' 
their  laptop  computers.  ,i 


or  the  likes  of  flonsts  and  plumbers 
I  simple  communications  needs,  in- 
msive  two-way  radio  systems  in- 
ed  in  cars  or  tnicks  may  suffice.  A 
cal  bill  is  just  $20  a  month  per  ve- 
(.  But  the  voice  quality  is  poor  and 
e's  no  privacy  on  the  airwaves.  That 
left  an  opening  for  wireless  compa- 
that  introduced  two-way  radio 
id  on  higher-capacity,  cleai-er,  and 
e  secure  digital  technolo- 
says  Stuart  J.  Lipoff  of 
lur  D.  Little  Inc.,  a  Cam- 
ge  (Mass.)  consulting  fa-m. 
DLINE  DELUGE.  One  of 
1,  Nextel  Communications 
of  McLean,  Va.,  "cellular- 
"  its  systems  by  adding 
5  antennas  per  city.  Geotek 
imunications  Inc.  of  Mont- 
,  N.J.,  stuck  with  one  an- 
a  per  city,  but  increased 
city  with  radio  technology 
sloped  by  the  Israeli  air 
e.  Geotek  aims  at  busi- 
es with  less  than  $10  mil- 
in  annual  sales.  Besides 
3  dispatch,  it  plans  to  offer 
nal  telephoning,  text  mes- 
s,  data  transmission,  and 
cle-tracking  for  $50  to  $65 
jnth  per  vehicle, 
eotek  is  operating  so  far 
six  East  Coast  cities, 
idelphia  customer  Tri-Lucy 
riers  Inc.  parlayed  the  se- 
;y  of  the  Geotek  system — 
;sdropping  is  nearly  im- 
lible— into  a  lucrative 
ract  to  deliver  documents 
he  Federal  Reserve  Bank 
hiladelphia.  Says  Ti'i-Lucy 
iident  Joseph  R.  Newton 
s  rivals  for  the  Fed's  busi- 
:  "I  moved  to  the  head  of 
class.  Thirteen  folks  were 
e  with  their  pants  down." 
he  rise  of  voice-and-data 
panies  like  Nextel  and 
:ek  has  added  to  the  pres- 
'  on  data-only  networks 
1  Motorola  Inc.'s  Aixlis  unit 
RAM  Mobile  Data,  a  joint 
;ure  of  ram  Broadcasting 
p.  and  BellSouth  Corp. 
,  Ai'dis  and  ram  have  their 
Hsts.  Physician  Sales  and 
rice  Inc.,  in  Jacksonville, 
,  used  to  get  deluged  with 
Dhoned  orders  ft-om  its  salespeople 
y  day  just  before  11  a.m.,  the  dead- 
for  next-day  delivery.  Now  that  the 
speople  have  ram  terminals,  they 
t  save  up  their  orders  until  they 
get  to  a  phone.  So  the  orders  drib- 
in  as  they're  booked,  making  life 
er  at  the  warehouse. 
'  conversation  is  important — espe- 
y  conversation  with  people  outside 


the  company — the  obvious  choice  is  cel- 
lular phone  service.  Cellular  opei-ators 
are  getting  more  savvy  about  address- 
ing small-business  needs.  Last  July,  for 
example,  San  Francisco-based  Airtouch 
Communications  Inc.  started  offering 
discounts  to  business  customers  with 
as  few  as  five  phones,  down  from  24 
previously.  A  typical  small-business 
plan  might  run  .$20  a  month  plus  35(Z  a 


Up  in  the  Air  over  Wireless? 

For  small  business,  choices  in  mobile  communica- 
tions keep  proliferating.  Here's  help. 


CELLULAR  PHONE  NETWORKS 


VOICE  Typical  small-business  plan  is  $20  per  month  plus  an 
airtime  charge  of  35(t  a  minute.  Not  cheap,  but  for  some  peo- 
ple, only  a  cell  phone  will  do. 

CIRCUIT-SWITCHED  DATA  Best  for  long  files.  Effective  rate  of 
data  transmission  is  a  little  under  9.6  kilobits  per  second. 

PACKET-SWITCHED  NETWORKS  Most  efficient  for  frequent,  short 
messages.  Lower  effective  throughput  than  circuit  data.  Modems 
are  more  expensive.  Still  not  available  in  much  of  the  U.  S. 

PERSONAL  COMMUNICATIONS  SERVICE  Available  so  far  only 
from  Sprint  Spectrum  in  Baltimore-Washington  and  Hawaii,  PCS 
combines  paging,  data,  and  voice  in  an  all-digital  system. 


PAGING 


ALPHANUMERIC  Costs  about  $16  per  month.  Most  services  offer 
operators  to  relay  dictated  messages. 

TWO-WAY  Capabilities  will  soon  range  from  simple  acknowl- 
edgement of  receipt  to  sending  long  messages  from  a  pager. 

VOICE  Voice  messages  go  over  the  airwaves  and  are  stored  on  a 
pager.  Press  a  button  to  play  them  back.  Available  this  year  from 
PageNet,  based  in  Piano,  Texas. 


DISPATCH  SERVICES 


TWO-WAY  RADIO  The  traditional  push-to-talk  service  used  by 
millions  of  taxicabs  and  other  fleet  vehicles. 

NEXTEL,  GEOTEK  Both  companies  use  dispatch  frequencies 
for  higher-tech,  digital  services,  including  data  and  private 
phone  calling.  Geotek  adds  automatic  vehicle  location. 


DATA-ONLY  NETWORKi 


ARDIS,  RAM  MOBILE  DATA  Best  suited  for  looking  up  or  entering 
small  bits  of  data  in  a  computer. 

DATA  COMPANY  REPORTS,  ARTHUR  0,  LiniE  INC 


minute,  averaging  on-  and  off-peak. 

Picked  a  cellular  canier?  Now  pick  a 
cellular-data  option.  Just  hooking  up  the 
laptop  to  a  cell  phone  is  simple  enough, 
but  doesn't  work  too  well  unless 
modems  on  both  ends  are  customized 
for  wireless  transmission.  AT&T  Wire- 
less Services,  for  one,  is  helping  in  that 
regard.  It  has  begun  installing  banks 
of  modems  containing  software  to  cor- 


rect errors  that  creep  into  data  sent 
via  cellular.  Instead  of  dialing  the  re- 
cipient directly,  an  at&t  customer  routes 
the  call  through  the  modem  bank,  which 
cleans  up  the  errors  and  then  for-wards 
the  call  over  the  wired  network. 

For  frequent,  short  messages,  a  bet- 
ter option  might  be  Cellular  Digital 
Packet  Data,  which  chops  data  into 
packets  and  "mails"  them  over  the  cel- 
lular airwaves.  Packets  can  be 
sent  instantly  since  there's  no 
need  to  set  up  a  circuit.  t:DPD 
modems  still  cost  up  to  $1,000, 
but  they're  falling  in  price. 
And  after  a  slow  rollout,  cdpd 
is  now  in  40  of  the  50  biggest 
U.  S.  cities.  "We  have  legiti- 
mately been  knocked  for  the 
extent  to  which  we  said  this 
would  happen  quickly.  But 
once  we  really  got  stalled,  it  is 
going  incredibly  rapidly,"  says 
Kendra  A.  VanderMeulen,  gen- 
eral manager  of  AT&T's  Wire- 
less Data  Division. 
NO  QUALMS.  Sandy  Glazer,  the 
Maryland  dentist,  provides  a 
glimpse  of  the  future  as  an 
early  customer  of  Spnnt  Spec- 
trum, the  nation's  first  "per- 
sonal communications  service." 
The  all-digital  service  began 
last  November  in  the  Balti- 
more-Washington area  and  is 
now  in  Hawaii  as  well.  Ti'adi- 
tionally,  cellular  phone  users 
have  been  reluctant  to  give  out 
their  numbers  because  they 
must  pay  for  incoming  calls. 
Glazer  has  no  such  qualms,  be- 
cause the  phone  numbers  of 
most  callers  are  displayed  on 
his  phone  before  he  answers. 
He  can  shunt  them  to  voice 
mail  if  he  wants.  And  if  he  an- 
swers, the  call  is  free  if  it  lasts 
under  a  minute.  Says  Glazer: 
"You  can  probably  get  95%  of 
yom-  business  done  in  less  than 
a  minute." 

Of  course,  not  everyone  is 
quite  so  hypei-kinetic.  Janice 
Obuchowski,  the  fonner  Assis- 
tant Commerce  Secretary  who 
nms  a  Washington  consultancy 
called  Freedom  Technologies 
Inc.,  is  also  a  Sprint  SpectiTim 
customer.  But  she  sometimes 
regi'ets  letting  so  many  people  have  her 
number.  "They've  got  a  thought  a 
minute,"  she  says.  "Sometimes  your  in- 
stinct is  to  tell  them,  'Just  sleep  on  it, 
reflect  on  it,  and  call  me  in  the  moni- 
ing.'"  Wouldn't  that  be  nice?  But  she 
knows  that  small  businesses  like  hers 
can  hardly  afford  to  step  out  of  the  in- 
formation flow — even  for  a  minute. 

Bif  Peter  Coy  in  Neiv  York 
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THIS  IS  LIKE  MY  BABY  CHILD 
THAT  THESE  GUYS  HAVE  STOLEN' 

Matthew  Botsford  had  an  iron  will  and  a  dream  for  a  niche  steel  mill.  But  it  wasn't  enoug 
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Entrepreneurs  ai'e  expected  to  en- 
dure their  share  of  knocks — that 
goes  with  the  territory.  But  few 
have  had  quite  the  chmb  and  fall 
of  Matthew  W.  Botsford  Jr.  At  his  finest 
moment,  Botsford  was  CEO  of  World- 
Class  Pi-ocessing  Inc.,  a  steel-coO  proces- 
sor he  started  in  1992  after  raising  an 


Like  many  fallen  entrepreneurs,  Bots- 
ford is  now  in  court,  suing  to  regain 
control  of  the  company.  "This  is  like  my 
baby  child  that  these  guys  have  stolen," 
he  says. 

Of  coui'se,  entrepreneiu's  mn  agi'ound 
all  the  time.  Some  butt  heads  with  back- 
ers who  are  more  interested  in  profits 


impressive  $33  milhon.        ENTREPRENEURS     ^^^"^  dreams.  Others  try 
Today,  Botsford,  60,  is    to  grow  too  fast  and 


jobless  and  nearly  broke.  The  financiers 
who  backed  him,  and  even  some  of  his 
original  partners,  ousted  him  fi-om  the 
company  he  spent  years  creating.  Just 
before  Easter,  he  paid  for  prostate 
surgery  at  the  Mayo  Clinic  with  a 
maxed-out  credit  card,  and  in  late  April, 
the  bank  repossessed  his  '95  Mercedes. 


founder  for  lack  of  focus.  Botsford's  sto- 
ry has  both  of  those  elements,  plus  an- 
other that  proved  ruinous.  The  same 
traits  that  led  to  his  triumph  as  a  sales- 
man and  a  fund-raiser — boundless  en- 
thusiasm and  fierce  deteiTnination — also 
resulted  in  his  downfall.  When  people 
said  no,  he  regarded  them  as  obstacles 


to  be  overcome — except  that  they  couli  iom  s 
take  away  his  company.  And  they  did, 
In  the  beginning,  Botsford's  persis 
fence  worked  wonders.  In  1987,  as  steeWeih 
mills  were  shutting  down  along  Pitts 
bui-gh's  rivers,  he  quit  liis  sales  job  ahi 
Signode  Industries  Inc.,  which  makesei 
machineiy  for  steel  mills,  and  set  out  t  le 
raise  $33  million  for  a  steel  processin  'k 
plant.  It  wasn't  quite  as  crazy  an  idea  a  Jai 
it  sounds.  At  Signode,  Botsford  was  pat 
of  a  mianagement  gi-oup  charged  wit 
identifying  promising  investment  oppoiS 
timities.  The  team  concluded  that  a  smal  it 
efiicient  processing  plant  designed  to  hai  ord 
die  the  painstaking  work  of  cleaning  an 
trimming  steel  coils  would  be  welcome  iCiass 
by  older  mills  seeking  ways  to  outsouro  ssajtf 


Iff 
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THUSIASM:  Botsford's  drive  served 
[n  well  as  a  salesman.  But  it  made 
[n  regard  naysayers  as  obstacles  to  be 
ocked  dovm-a  factor  in  his  downfall 


;node  ultimately  went  with  a 
ler  idea.  But  Botsford,  by  then  a 
believer,  decided  to  try  to  do  it 
;lf.  Most  people  would  probably 
he  prospect  of  raising  $30  million 
ing,  but  not  him.  Although  he  had 

started  a  company  before,  he  had 
ars  of  experience  as  a  salesman  in 
teel  industry.  And  he  was  a  win- 
r  beheved  himself  to  be. 
/I  MEMBERS."  A  former  Harvard 
erback,  Botsford  brimmed  with 
lence  in  his  idea  and  his  abihty  to 

money  for  it.  He  was  also  sure 
when  he  assembled  his  various 
3  of  investors  and  workers,  he 
I  introduce  an  egalitarian  culture 
ake  the  tired,  hierarchical  steel  in- 
Y  by  stoiTTi.  With  this  game  plan, 
aced  a  second  mortgage  on  his 
ourgh  house  and  spent  four 

hitting  up  investors  for  money, 
e  end,  he  raised  just  under  $2 
n  in  equity  from  private  investors 
ot  $31  million  in  loans  from  West- 
use  Credit,  a  Finnish  bank,  and  a 

development  agency.  Banc  One 

in  Ohio  and  at&t  Capital  Corp. 

in  later.  Although  the  loans  were 
interest — some  banks  charged 
-Botsford  had  what  he  needed.  He 

a  processing  plant  on  a  former 
Steel  site,  just  down  the  Ohio  Riv- 
im  Pittsburgh,  in  Ambridge,  Pa. 

manage  the  plant,  he  turned  to 

former  athletes.  Edward  Neese,  a 
m  steel  man  who  played  basketball 
diana  Tech,  would  run  the  plant, 
slius  W.  Dugan  III,  a  fomner  col- 
e  of  Botsford's  and  former  tight 
■om  semipro  flag  football  days,  took 
eting.  John  W.  Tietz,  an  accoun- 
vho  moonlighted  as  a  Big  Ten  foot- 
eferee,  would  handle  the  finances. 

hired  60  workers,  called  "team 
Ders."  In  July,  1992,  WorldClass 
ssed  its  fli'st  shining  coil  of  steel, 
e  niche  concept  worked,  and  with- 
:ht  months,  WorldClass  broke  into 
lack.  Over  the  next  few  years,  the 

generated  $25  million  to  $35  mil- 
n  annual  revenue.  And  although 
s  were  small,  the  company  stayed 
nt  on  its  debt.  Ever  the  promoter, 
brd  hired  a  public-relations  firm 
trumpeted  the  team  culture  at 
IClass,  its  niche  focus,  and  a  steel 
usance  in  Pittsburgh.  At  the  same 


time,  he  began  to  dream  of  expanding: 
building  WorldClass  clones  elsewhere 
in  the  U.  S.  and  in  Mexico — even  in 
Saudi  Arabia.  Botsford  was  concerned 
that  other  well-financed  steel  compa- 
nies in  nearby  Ohio  were  announcing 
plans  to  build  processing  mills  of  their 
own  and  that  WorldClass,  with  its  huge 
debt  burden,  would  have  a  hard  time 
competing  with  them.  His  plan  was  to 
entice  new  lenders  to  finance  an  ex- 
pansion. He  figured  new 
loans  would  be  cheaper 
than  the  company's  origi- 
nal construction  debt.  "We 
had  to  grow  to  refi- 
nance," says 
Neese. 
One  day  eai"- 
ly  in  1994,  when 
Botsford  and 
Neese  were  look- 
ing for  in- 
vestors, they 
visited  Tippins 
Inc.,  an  equip- 
ment manu- 

QUARTER- 
BACKING 
AT  HAR- 
VARD IN 
THE  '50s 


Matthew  W. 
Botsford  Jr. 

BORN  Pittsburgh,  1936 

ATHLETE  Harvard  '57,  played 
baseball,  basketball,  quarter- 
backed  the  football  team 

SALESMAN  30  years  in  steel 
industry;  at  J&L,  later  at  Signode 

ENTREPRENEUR  I  From  1987-91, 
raised  $33  million  to  build  steel 
service  mill,  WorldClass 
Processing 

ENTREPRENEUR  il  In  1994,  set 
out  to  raise  $440  million  for  new 
steel  mill  in  Pittsburgh.  Failed 

DEPOSED  Nov.  7,  '95,  when 
directors  and  creditors  joined 
forces  to  oust  him  from  World- 
Class Processing 


factwer  in  Etna,  Pa.  Tippins  and 
its  partner  Samsung  had  devel- 
oped new  technology  for  a  min- 
imill  that  melts  scrap  and  then 
casts  it  into  sheet  or  plate  metal. 
They  were  anxiously  seeking 
their  first  customer,  preferably 
one  nearby.  Tippins  suggested 
that  if  WorldClass  wanted  to 
take  on  the  mill,  it  would  pony 
up  $10  million  in  equity,  with 
Samsung  adding  $20  million.  The  result: 
Botsford  would  have  to  locate  only  $30 
million  more  in  equity  to  anchor  a  $440 
million  mill. 

To  most  entrepreneurs,  raising  that 
kind  of  money  would  be  pure  fantasy. 
But  Botsford  saw  it  as  just  his  latest 
challenge.  Again,  he  sold  the  idea  to 
Governor  Robert  Casey's  administra- 
tion. Eager  for  new  jobs  in  the  de- 
pressed Ohio  Valley,  the  governor 
promised  a  $22  million  loan  if  Botsford 
got  his  latest  project  off  the  gi'ound. 
BUILDING  MOMENTUM.  At  a  board  meet- 
ing that  spring,  Botsford  unveiled  the 
idea  to  his  two  outside  directors,  Carl 
Sorenson,  a  venture  capitalist  from  Ohio, 
and  Roy  V.  Gavert  Jr.,  a  former  vice- 
president  at  Westinghouse.  Between 
them,  Gavert  and  Sorenson  had  invest- 
ed a  half-million  dollars  in  WorldClass 
Processing  and  owned  5%  of  the  stock. 
They  expressed  concern  that  the  big 
project  would  broaden  the  focus  of  the 
company  and  delay  dividends,  which 
were  due  in  three  years.  "Steelmaking 
was  in  conflict  with  the  niche  we  were 
created  for,"  Gavert  said  in  a  recent  in- 
terview. Despite  misgivings,  they  did 
not  try  to  derail  Botsford. 

By  summer,  Tippins  was  pressing  for 
a  public  announcement  so  that  it  could 
start  building  momentum  for  future 
sales.  Although  neither  Tippins  nor 
Samsung  will  talk  about  Botsford's  sit- 
uation now,  on  a  sticky  August  moiTiing, 
they  were  standing  proudly  with  Bots- 
ford's team  as  the  regional  press  corps 
and  a  host  of  political  dignitaries  de- 
scended on  WorldClass  Steel.  A  frail 
Governor  Casey  headlined  the  show, 
making  one  of  his  fii'st  public  appear- 
ances in  the  region  since  his  heart  and 
liver  transplant  a  year  earlier. 

Initially,  at  least,  the  financial  com- 
munity seemed  to  embrace  the  idea. 
According  to  Botsford,  Mellon  Bank 
Coi-p.  was  pushing  to  be  lead  lender  for 
the  Pittsburgh  ventui-e.  at&t  Capital 
was  also  interested.  It  proposed  hfting 
its  $25  million  loan  to  the  original  plant 
to  $40  million.  Mellon  and  at&t  deny, 
however,  that  any  commitments  were 
made.  Perhaps  most  important,  Peter 
F.  Marcus,  PaineWebber  Inc.'s  metals 
analyst,  one  of  the  biggest  names  in  the 
industry,  offered  to  have  his  fii'm  find 
equity  partners  for  the  venture.  "We 
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believed  in  the  project,"  Marcus  says. 
PaineWebber  booked  WorldClass  and 
its  partnei's  on  a  road  show. 

Not  long  after,  a  host  of  established 
and  well-financed  steel  companies,  in- 
cluding Nucor  Corp.  and  ltv  Corp.,  be- 
gan announcing  plans  for  their  own 
minimills.  With  tiny  WorldClass  facing 
burly  competitors  with  proven  technol- 
ogy, PaineWebber  had  trouble  getting 
equity  investors  to  commit.  At  the  same 
time,  Gavert  and  Sorenson  said  they 
wanted  out.  At  this  point,  Botsford  re- 
calls, he  was  still  thinking  like  the  sales- 
man he  had  always  been:  "If  people  tell 
me  'no,'  what  they're  really  saying  is, 
'you  haven't  communicated  well  enough 
yet.' "  He  tried  to  communicate  better. 
In  the  end,  he  agi'eed  to  buy  out  the 
small  investors  at  generous  terms  once 
the  financing  was  completed.  He  didn't 
lose  much  sleep  over  their  decision  to 


he  had  learned  the  value  of  persistence. 
This  sometimes  meant  fudging  a  little, 
he  says,  translating  "maybes"  into  "ab- 
solutelys,"  leveraging  handshakes  into 
ironclad  agreements.  But  above  all,  it 
meant  to  keep  pushing  when  naysay- 
ers  said  to  slow  down. 
DIFFERENT  VERSIONS.  As  the  year  went 
on,  steel  continued  to  stumble,  and  com- 
munication between  Botsford's  investors 
and  AT&T  gi'ew  more  agitated.  By  July, 
AT&T  Capital's  Geraghty  flew  to  Pitts- 
burgh for  his  only  face-to-face  meeting 
vdth  Botsford.  With  Gavert  there,  they 
hammered  out  an  agreement.  Botsford 
would  take  WorldClass  Pi'ocessing  out  of 
the  steel  mill  venture  by  Sept.  1.  And 
he  would  do  what  he  could  to  recoup 
the  money  spent  on  the  venture,  some- 
thing under  $400,000. 

Here  the  two  sides'  stories  diverge 
most  widely:  With  AT&T  pulling  the  plug. 


of  WorldClass  Processing's  stoclf 
On  the  morning  of  Nov.  7,  Botsfon 
and  Neese  walked  into  a  schedule^ 
board  meeting  unaware  that  their  57"/ 
ownership  position  had  been  diluted  t 
44%.  Botsford  had  in  hand  a  prelimi 
nary  agreement  with  Mesco  tha 
seemed  to  promise  WorldClass  Indus' 
tries  $1.3  million — money  to  pay  bac 
the  funds  spent  on  the  steel  mill,  wit 
enough  left  over  for  new  processin, 
equipment.  Before  he  could  open  hij 
mouth,  he  and  Neese  were  informei 
that  the  other  directors,  with  at&t 
support,  had  gained  control  of  the  co: 
pany  and  were  firing  them,  effecti 
immediately,  with  no  severance  pa; 
When  shouting  erupted,  securiti 
guards  came  and  walked  the  two  fro: 
the  building. 

Botsford's  and  Neese's  next  stop  wi 
a  tavern,  followed  shortlv  thereafter 


I 


The  Rise  and  Fall  of  an  Entrepreneur 


1986  Working  at  Signode  Corp., 
Matthew  Botsford  and  teann  come  up 
with  idea  for  a  steel  processing  plant. 

1987  Botsford  quits  Signode  to  raise 
$33  million  for  plant  on  his  own. 

1991  With  three  partners,  he  puts 
together  highly  leveraged  package 
and  builds  plant,  WorldClass  Process- 
ing, near  Pittsburgh. 

1992  WorldClass  processes  first  coils 
of  steel  and  soon  breaks  into  black. 
But  competitors  spring  up  in  Ohio. 


1994  Botsford  announces  plan  to 
build  a  new  minimiil,  part  of  a  $440 
million  project.  His  investors  are  cool 
to  the  idea. 

MARCH,  1995  When  Botsford  pur- 
sues plan,  AT&T  tells  him  he's  in  vio- 
lation of  loan  covenants  and  insists 
that  he  limit  spending  to  $400,000. 

JULY,  1995  In  a  meeting  with  AT&T, 
Botsford  promises  to  withdraw  from 
steel  mill  by  September,  and  to 
attempt  to  recover  the  money  spent 
on  the  project. 


SEPT.,  1995  With  an  Indian  compa- 
ny pursuing  the  mill,  Botsford  and 
his  chief  operating  officer,  Edward 
Neese,  attempt  to  negotiate  a  slice 
of  equity  and  consulting  fees  for 
the  company. 

NOV.,  1995  AT&T  Capital  exercises 
warrants  for  30%  of  WorldClass  stockl 
and  supports  directors  who  oust 
Botsford  and  Neese. 

1996  The  former  partners  battle  in 
court  for  control  of  the  company. 
Botsford  ponders  another  startup. 


baO  out.  After  all,  it  was  a  half-million  in 
equity  in  a  $440  million  project. 

But  those  shareholders  would  soon 
enlist  poweifiil  allies.  As  auto  demand 
cooled  and  the  steel  market  took  a  dive, 
Mellon  and  PaineWebber  turned  to  oth- 
er ventures.  Meanwhile,  Dugan  and 
Teitz,  who  were  running  the  process- 
ing company  while  Botsford  and  Neese 
pursued  the  steel  mill,  quietly  informed 
directors  and  lendei-s  that  the  steel  mill 
was  draining  resources  fi-om  the  pro- 
cessing business,  according  to  Botsford's 
suit.  Dugan  and  Teitz  have  no  comment. 

In  March,  John  J.  Geraghty,  an  at&t 
Capital  managing  director,  sent  Bots- 
ford a  letter  explaining  that  the  spend- 
ing on  the  minimiil  project  had  put  the 
company  in  violation  of  debt-equity 
covenants  on  its  loan.  Geraghty  in- 
structed Botsford  not  to  spend  more 
than  $400,000  on  the  plan.  Botsford  cut 
his  spending  back,  but  didn't  slow  his  ef- 
forts. In  his  fom'  years  of  raising  money. 


Botsford  encouraged  Tippins  to  find  a 
company  to  replace  WorldClass  in  the 
minimiil  venture.  Wlien  Tippins  landed 
New  Delhi's  Mesco  Klalinga  Steel  Co. 
in  September,  Botsford  and  Neese  pro- 
posed that  they  become  consultants  or 
collaborators.  They  figured  they  could 
parlay  the  work  they  had  done  for 
WorldClass  on  the  deal,  worth  several 
hiuidred  thousand  dollars,  into  a  windfall 
for  WorldClass.  But  Gavert  and  Soren- 
son's  court  fihngs  make  clear  they 
thought  Botsford  and  Neese  were  tiying 
to  cut  themselves  a  deal  on  the  side. 
AT&T  Capital  says  it  agi'eed  vdth  their 
interpretation.  Rather  than  confront 
Botsford,  the  lender  chose  to  oust  him 
in  a  coup. 

The  stage  was  set.  On  Nov.  6,  at&t 
Capital  quietly  exercised  wairants  for 
15%  of  the  stock  it  had  received  at  the 
time  it  made  its  loan.  It  did  the  same 
with  waiTants  it  bought  fi'om  Banc  One 
in  Ohio.  This  gave  the  lead  lender  30% 


a  lawyer's  office.  Now,  in  an  unlawful 
dismissal  suit,  they  charge  the  rest 
the  board  with  engineering  a  conspira( 
to  take  away  their  stock  in  WorldClai 
Processing.  The  defendants  in  turn  a 
cuse  Botsford  and  Neese  of  ignorii 
the  agi'eement  with  at&t. 

Back  at  WorldClass,  newly  instalk 
President  Dugan  and  Chief  Financi 
Officer  Teitz  are  searching  for  a  way 
refinance  the  company's  heavy  del 
load.  Just  as  Botsford  found,  withe 
cheaper  money,  they'll  be  hard-press( 
to  compete  with  the  other  processii 
mills  popping  up  in  the  area. 

Meanwhile,  a  thinner  Botsford,  r 
covering  from  his  surgery,  is  pokii 
around  the  Ohio  Valley,  looking  for  nt 
mill  sites.  He's  not  thinking  of  anythii 
big  this  time,  certainly  not  a  minimi 
But  if  he  can  put  together  a  few  i 
vestors,  he  has  this  idea  for  a  nic! 
company .... 

By  Stephen  Baker  in  PittsbuT, 
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If  you  think  running  a  small  business  is  challenging, 
try  to  remember  whether  the  schnitzel  you  ate  a  month  ago 

was  for  business  or  pleasure. 

If  you've  been  using  a  personal  card  to  pay  for  all  your  business  expenses,  you  owe  it  to  yourself  to 
find  out  more  about  a  Visa-  Business  card.  Not  only  does  it  save  a  lot  of  headaches  by  keeping  your  business 
expenses  separate,  it's  tailored  to  meet  your  business  needs  with  special  features  such  as  corporate  liability 
waiver  and  primary  auto  rental  insurance  nationwide.  Moreover,  it's  accepted  at  over  12  million  places 
worldwide,  including  that  schnitzel  joint  you  may  or  may  not  have  taken  your  client  to.  So,  wherever  your 
business  takes  you,  take  your  Visa  Business  card.  Because  now  more  than  ever,  Visa  means  business. 
To  get  a  Visa  Business  card,  call  1-800-VISA  311  ext.  84.  Now  hurry  before  you  forget. 

N'iSA  Business 


It's  evcnwlRTi.'  yoii  \\;mi  tu  be." 
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A  LAND  OF  PLENTY 
FOR  LOANS 

Brokers  and  credit-card  issuers  are  among  the  new  sources 


Here's  the  way  you 
might  get  a  loan  for 
your  small  business. 
You'll  boot  up  your  PC 
and  jump  to  a  Web  site  list- 
ing business-loan  opportuni- 
ties. Menus  will  let  you 
choose  lenflei^s  who  specialize 
in  your  type  of  business.  A 
few  mouse  clicks,  and  a  one- 
page  application  for  a  credit 
line  will  appear  on  youi' 
screen.  Don't  like  comput- 
ers? Don't  worry.  Your 
newspaper  will  carry  ads 
with  toll-free  numbers  of 
lenders  that  will  take  your 
application  over  the  phone. 
Your  business  mailbox  will 
be  stuffed  with  "pre- 
aj^proved"  credit  solicitations. 

Parts  of  this  brave  new 
world    of  small-business 
lending  are  already  in  place. 
Others  are  on  the  way. 
Since  the  beginning  of  the 
decade,  new  technology  and 
new     competitors  have 
plunged  the  business  of 
lending   money   to  small 
business  into  a  period  of 
breathtaking  change.  Busi- 
ness loans  by  telephone,  ap- 
proved credit  lines  market- 
ed by  direct  mail,  and  loan  applications 
on  the  Internet  are  reahties.  And  for 
the  credit-hungi'y  small-business  own- 
er, that  means  loans  are  easier  to  get — 
and   available   in   more  convenient 
foiTTis — than  they  were  just  a  few  years 
ago.  "The  field  of  small-business  finance 
is  changing  very  rapidly,"  BORROWING 


electrically  operated  drain-cleaning  ma- 
chines for  their  $60,000  business  using  a 
$15,000  lease  line  from  American  E.x- 
press  Co.  The  drain  cleaners  replaced 
hand-operated  equipment  and  "save  a 
lot  of  wear  and  tear  on  us,"  says  Diane 
Butler.  Although  b&b  is  10  years  old, 


local  banks  were  reluctant  to 
says  William  J.  Dennis,  a  se-     ^2Z""^-'--llZ^    provide  credit  for  purposes 


nior  researcher  with  the  National  Fed- 
eration of  Independent  Business.  When 
it  comes  to  getting  credit,  "there  are 
now  more-  opportunities  and  more  al- 
ternatives, not  just  in  sources  of  financ- 
ing, but  in  products  and  rates  as  well." 

Just  ask  Diane  and  Wade  Butler, 
owners  of  b&b  Plumbing,  Electrical  & 
Gas  in  Corinth,  Miss.  They  recently 
bought  a  computer,  a  desk,  and  two 


other  than  financing  the  ti-uck  the  But- 
lers use  for  their  business.  But  as  users 
of  the  American  Express  business 
charge  card,  they  got  an  offer  in  the 
mail  earlier  this  year  for  five-year  leas- 
es, albeit  at  an  18%  annual  interest  rate, 
on  equipment  bought  with  the  card. 
"This  was  an  opportunity  to  purchase 
things  we  really  did  need,"  says  Diane 
Butler 


It  used  to  be  that  a  local  bank  w 
the  main  place  to  get  a  small-busine 
loan.  But  now,  some  of  the  nation's  mo 
poweiful  financial-services  providers  a 
making  small-business  lending  a  top  pi 
ority.  The  chief  reason:  With  the  ma 
kets  for  consumer  and  big  corpora 
loans  tapped  out,  small  enterprises  re 
resent  the  last  big  reservoir  of  unm 
credit  need  in  the  U.  S.  There  are  i 
authoritative  figures  for  the  overall  si: 
of  the  market,  but  Wells  Fargo  &  C 
estimates  that  loans  ou 
standing  to  businesses  wi' 
fewer  than  100  employe( 
total  about  $500  billion  n 
tionwide.  The  market 
growing  at  a  25%  annu 
cUp,  according  to  First  Ma 
hattan  Consulting  Grou 
because  of  new  business  fo 
mation,  more  aggressi^ 
marketing  of  credit,  and  tl 
replacement  of  businei 
loans  disguised  as  consumi 
loans — home-equity  loai 
used  to  finance  a  homeow 
er's  business,  for  example- 
with  genuine  business  loar 
MORE  CHOICES.  Maji 
banks,  such  as  BankAmeric 
Banc  One,  and  Wells  Farj 
and  nonbank  financial-se 
vices  companies,  such 
American  Express  and  Me 
rill  Lynch,  are  racing  to  s 
up  or  expand  coast-to-coa 
lending  operations,  using  c 
rect  mail,  telemarketing, 
nationwide  sales  forces 
flush  out  customers.  Sp 
cialty  lenders,  includir 
equipment  lessors  and  Sm: 
Business  Administrati( 
loan  speciahsts,  are  pourii 
resources  into  battles 
dominate  their  niches  and  laying  pla: 
to  invade  the  conventional  small-bui 
ness-ioan  market.  Local  banks,  seeii 
their  best  customers  picked  off  by  bi 
ger  rivals,  are  fighting  back  by  stressii 
customized  sei-vice. 

As  .small-business  lending  goes  n 
tional,  borrowers  "are  going  to  have 
lot  more  choices.  They  are  going  to  1 
able  to  shop,"  says  BankAmerica's  sma 
business  lending  chief.  Janet  Garufl 
Adds  Hoyt  E.  Wilkinson,  a  Santa  Monii 
(Calif.)  consultant  at  First  Manhatta 
"From  the  borrower's  standpoint,  this 
heaven-sent." 

It's  not  an  unmixed  blessing, 
course.  Credit  is  not  likely  to  be  equ£ 
ly  available  to  all  segments  of  the  sma 
business  community.  "A  rapidly  growii 
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siness  will  always  be  a  problem," 
tes  nfib's  Dennis.  And  some  ob- 
rvers  fear  that  the  mass  marketing 
business  credit  lines  will  encourage 
trepreneurs  to  overborrow,  digging 
3mselves  into  the  kind  of  credit  hole 
which  many  consumers  find  them- 
Ives  with  credit  cards.  Then,  too,  the 
rrent  feeding  frenzy  to  serve  the 
lall-business  customer  will  undoubt- 
ly  cool  off  when  less  cautious  lenders 
ce  losses  on  imprudent  loans  and  pull 
ck  from  the  market.  "A  lot  of  lenders 
;  rushing  into  this  iU-prepared,"  warns 
fst  Manhattan's  Wilkinson. 
Right  now,  though, 
erybody  is  jumping 
;o  the  pool.  And  in 
;  rivalry  to  build  na- 
nwide  small-business 
iding  operations,  non- 
nks — including  bro- 
rages,  credit-card  is- 
ers,  and  finance 
mpanies — have  a 
ad  start  over  banks, 
inks  to  long  experi- 
ce  with  direct  mar- 
ting  and  centrally 
maged  sales  opera- 
ns.  "The  biggest 
reat  to  banks  is  ft-om 
ntraditional  players, 
ch  as  brokerages," 
tes  William  L.  Par- 
ns,  a  business-bank- 
j  specialist  at  Banc 
le  in  Columbus,  Ohio, 
jrrill  Lynch  &  Co., 
•  example,  has  been 
fering  loans  to  its 
lall-business  cus- 
ners  for  more  than  a 
cade.  The  brokerage 
s  built  a  portfolio  of 
)re  than  $1  billion, 
inks  largely  to  a  service  that  com- 
les  a  credit  line  with  sophisticated 
sh-management  features. 
iNAROUND.  GE  Capital's  Small  Busi- 
ss  Finance  Corp.  is  getting  new  busi- 
ss  by  zeroing  in  on  the  market  for 
A-guaranteed  loans.  For  Lauren  B. 
Jseley,  a  Bedford  (Tex.)  corporate 
fugee  with  plans  to  open  a  health- 
d-fitness  resource  stoi'e,  ge's  aggi'es- 
'e  approach  allowed  her  to  finance  her 
w  business.  Most  lenders  avoid  star- 
ps,  and  Moseley  got  the  i-unaround 
)m  several  banks.  But  a  Dallas  con- 
Iting  center  affiliated  with  the  sba 
t  her  in  touch  with  GE.  Impi'essed  by 
r  business  plan  and  credentials  as  a 
irvard  business  school  graduate  and 
mer  marketing  professional  with 
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Johnson  &  Johnson  Medical  Inc.,  GE  ap- 
proved in  December  a  seven-year, 
$90,000  SBA-guaranteed  term  loan  at 
2.75%  over  the  prime  rate  to  pay  for 
equipment,  inventoiy,  and  working  cap- 
ital for  her  store,  named  Health  &  Fit- 
ness Resource.  "When  I  decided  to  do 
this,  people  said:  'Nobody  is  going  to 
give  you  financing,'"  Moseley  recalls. 
"But  I  found  it  was  possible." 

Banks,  which  traditionally  served 
small  business  from  local  or  regional 
branch  networks,  aren't  about  to  give 
up  a  core  business  such  as  small-busi- 
ness lending.  "This  is  our  bread  and 


Major  Nonbank  Players 
In  Small-Business  Lending 

ADVANTA  FINANCIAL  Credit-card  company  and  a  sophisticated 
target  marketer,  it  was  one  of  the  first  to  go  national  with  a  business 
credit  line  sold  by  direct  mail. 

AMERICAN  EXPRESS  Exploring  ways  to  grow  in  small-business 
lending  by  using  one  of  the  best-known  brand  names  in  financial 
services.  Will  heavily  promote  its  Optima  business  credit  card. 

AT&T  CAPITAL  Commercial  finance  arm  of  the  telecommunica- 
tions giant  is  on  the  auction  block,  but  proceeding  at  full  speed  to 
beef  up  its  SBA  and  asset-backed  lending  operations. 

GE  CAPITAL  SMALL  BUSINESS  FINANCE  Formerly  the  SBA 
lending  arm  of  ITT,  it  was  bought  last  year  by  GE  Capital.  Highlights 
its  ties  to  other  GE  units  that  offer  equipment-financing  and  capital- 
raising  products. 

MERRILL  LYNCH  Huge  brokerage  targets  companies  with  more 
than  $2  million  in  annual  sales.  Positions  itself  as  a  financial 
planner  that  also  provides  loans.  Hottest  loan  product  is  a  credit 
line  linked  to  a  cash-management  account. 

THE  MONEY  STORE  INVESTMENT  Nation's  leading  provider  of 
loans  guaranteed  by  the  Small  Business  Administration.  Laying 
plans  to  invade  the  conventional  small-business-lending  market. 
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butter,"  declares  Garufis.  Wells  Fargo 
has  already  built  a  nationwide  lending 
operation,  and  other  banks  ai-e  following. 

Helping  to  fuel  the  growth  in  small- 
business  credit  is  the  development  of 
high-tech  techniques  for  processing  and 
servicing  loans  under  .$50,000.  Until  re- 
cently, loans  were  gi'anted  based  on  de- 
tailed financial  statements  and  a 
banker's  personal  judgment  about  the 
trustworthiness  of  a  boi-rower.  Today, 
loan  approvals  increasingly  are  being 
made  not  at  a  banker's  desk,  but  in 
sprawling  computerized  processing  cen- 
ters. These  loan  factories  can  handle 
huge  volumes  of  business,  lowering  the 
cost  of  making  loans  from  thousands  to 
hundreds  of  dollars.  And  loan  applica- 
tions have  been  pared  down  to  a  few 


key  pieces  of  financial  information  about 
the  business  and  the  business  owner. 
Computers  give  each  application  a  score 
based  on  the  statistical  likelihood  that 
the  boiTOwer  will  repay. 
CREDIT  BY  MAIL.  Advanta,  the  Horsham 
(Pa.)  credit-card  company,  has  used 
these  methods  to  build  in  less  than  two 
years  a  business-card  portfolio  that  it 
estimates  will  top  70,000  customers  and 
$200  million  in  outstanding  credit  by 
yearend.  Using  direct  mail,  Advanta  of- 
fers business  ci'edit  cards  with  Unes  up 
to  $25,000.  It  targets  companies  that 
don't  have  an  accountant  on  staff,  80% 
of  which  have  less  than 
$1  million  in  annual 
sales.  "We  believe  you 
don't  need  a  face-to-face 
relationship  to  do  this," 
says  Albert  E.  Linden- 
berg,  president  of  New 
Jersey-based  Advanta 
Business  Services. 

The  new  technologies 
are  dividing  small-busi- 
ness lending  into  dis- 
tinct segments.  At  one 
end  of  the  market,  off- 
the-shelf  loans  for  rela- 
tively small  amounts 
will  be  sold  nationally 
by  direct  marketing. 
Business  credit  fines  ac- 
cessed by  credit  card  or 
check  will  become  a 
standard  product.  At 
the  upper  end  of  the 
small-business  market, 
companies  that  want 
loans  in  larger  amounts 
will  be  able  to  choose 
among  banks,  broker- 
ages, and  finance  com- 
panies such  as  Merrill 
Lynch.  At  this  level, 
providers  will  offer  loans  as  part  of  a 
broader  package  of  financial  products 
and  assign  "relationship  managers"  to 
manage  customer  accounts.  "We  attempt 
to  be  the  financial  adviser  to  our  cus- 
tomers," says  Peter  W.  Stanton,  a  vice- 
president  in  Merrill  Lynch's  Business 
Financial  Services. 

Whoever  dominates  the  new  world  of 
small-business  lending,  it's  clear  that 
staid  and  tradition-bound  lending  prac- 
tices ai'e  fading  rapidly.  Today,  the  smaU- 
business  borrower  is  suddenly  the 
hottest  ticket  in  financial  services,  and 
once-scai'ce  credit  is  becoming  abundant. 
That  may  make  the  life  of  the  harried 
small-business  owner  just  a  bit  easier. 

By  Sam  Zuckerman 
in  San  Francisco 
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WOMEN  LEAD  THE  PACK 
IN  EAST  GERMAN  STARTUPS 

As  in  the  U.S.,  profit  is  not  the  No.  1  motive 


When  the  BerUn  Wall  fell,  Cornelia 
Pfaff  exploited  her  newfound 
freedom  by  opening  a  boutique 
in  the  east  German  city  of  Erfurt. 
Women  jammed  in  to  snatch  up  the  lat- 
est in  west  German  fashions.  Six  years 
later,  the  38-year-old  Pfaff  runs  a  chain 
of  five  stores  with  21  employees  and 
plans  to  expand  to  nearby  cities.  "It 
was  supposed  to  just  be  for  fun,"  she 
says.  "But  I  did  it  with  so  much  love,  it 
has  become  a  success." 

At  a  time  when  U.S.  women  are 
fomning  businesses  at  an  unpi'ecedented 
pace,  the  same  trend  is  apparent  in  a 
place  with  an  altogether  different  histo- 
ry— the  for-mer  communist  sateUite  of 
East  Germany.  Companies  started  by 
women  ai'e  becoming  important  players 
in  its  bui'geoning  service  sector.  With 
unemployment  among  women  around 
20%  in  eastern  Germany,  female  entre- 
preneui'ship  is  surging.  More  than  half 
of  self-employed  professionals  such  as 
doctors,  ai-chitects,  and  lawyers  are  fe- 
male. Nearly  a  third  of 
all  businesses  launched 
in  eastern  Germany 
since  1990  were  foimded 
by  women,  compared 
with  21%  in  western 
Germany.  Altogether, 
economists  estimate,  the 


150,000  new  female-run  companies  in 
eastei-n  Germany  have  created  about  1 
million  jobs.  Some  are  key  additions  to 
the  Mittelstand — the  small  and  medi- 
um-size manufacturing  companies  that 
make  up  Gennany's  economic  backbone. 

Necessity  forced  many  east  Gemian 
women  into  business.  As  BUSINES 

the  region's  old-line  in-   

dustries  stumbled  and  folded  after  re- 
unification, women  were  hit  especially 
hard.  Layoffs  in  textiles  and  electronics 
factories  and  in  agriculture  forced  more 
than  750,000  women  out  of  work.  Com- 
pared with  western  Germany,  where 
88%  of  women  work,  94%'  of  eastern 
Gennany's  adult  women  had  worked  be- 
fore reunification.  Wliile  many  held  me- 
nial jobs,  othei's  built  up  careei'S  as  ad- 
ministrators, economists,  and  physicians. 

Take  Kate  Lindner.  Under  the  old 
regime,  she  was  economic  dii-ector  for  a 
collective  of  21  state-owned  packaging- 
companies  in  the  southern  part  of  east- 
ern Germany.  "Women  were  equipped 


UPSURGE:  New  female- 
run  companies  have 
created  1  millionjobs 


PFAFF:  A  five-store  chain 

with  management  skills,"  s;t^ 
the  59-year-old  grandmotli  • 
Just  months  after  the  wall  ft , 
she  purchased  from  the  st - 
(^xtant  East  Gennan  govemnK  t 
what  remained  of  the  Mitt 
stand  boxmaking  company  fr 
gi'andfather  had  started  in  f 
Village  of  Miihlau  in  1909.  Aft 
buying  new  machineiy  and  i 
placing  the  run-down  forn 
dance  hall  that  served  as  a  p) 
duction  facility,  Lindner  now  e  - 
ploys  72  people  and  produ( 
glossy  packaging  for  such  diei 
as  CompuServe  Inc.  and  Ret 
er's  Digest.  Sales  have  quadi 
pled  since  1991,  to  $3.5  millio 
SELF-SUFFICIENT.  Not  all  fema- 
run  companies  are  so  bent  n 
expansion.  Reseai'chers  who  study  ne- 
business  gi'owth  in  Germany  say  tit 
companies  mn  by  women  develop  m(- 
slowly  than  those  managed  by  nn 
One  reason  is  that  the  profit  mot 
isn't  as  pronounced  among  worn 
entrepreneurs  in  eastern  German\ 
phenomenon  also  noted  in  studies  of 
male-owned  businesses  in  the  U.S.  . 
cording  to  German  goveniinent  survc 
women  cite  earning  profits  as  a  foii 
or  fifth  reason  for  setting  up  their  ( i ' 
companies,  after  their  desire  to  be  s( 
sufficient  and  develop  their  own  ide- 
Male  entrepreneurs  cite  profits  as 
No.  1  motive. 

Gunhild  Haase,  for  example,  is  c^ 

S  WO  MEN     ^^"^  kite] 

  design  and  installat 

company  grow  at  a  modest  2%  ami 
rate.  "I  don't  want  to  immediately  ni; 
a  huge  profit,"  says  the  former  opti 
engineer,  who  set  up  her  business ; 
1992.  She  makes  sales  calls  in  her  eig" 
year-old  Mercedes  and  employs  just  i 
people,  two  more  than  when  she  st; 
ed.  "I'm  happy  with  my  business, 
exactly  as  I  imagined  it,"  she  says. 

To  be  sure,  such  a  laid-back  appro;  t 
means  that  the  female-owned  Mitil 
stand  and  service  sector  of  eastern  ( 1 
many  will  hardly  be  able  to  absorb 
region's  1.3  milhon  sui'plus  workers, 
addition  to  small  service  companies, 
region  needs  more  manufacturing  ji 
to  bolster  employment,  economists  t 
Nevertheless,  the  explosion  in  fems 
owned  businesses  has  provided  an 
portant  cushion  against  devastating  j 
lessness — and    has    emerged  as 
surprising  consequence  of  communis 
collapse. 

By  Da  vid  Woodruff  in  Leif 


Measuring  up.  Wilh  Dodge  Ram  Van.  you  gel  to  select 
among  three  body  lengths.  Not  only  thai.  Ram  Van  'v  ma  ximum 
pay  load  is  an  impressive  4,270  lbs. 


ur 

stomer 


More  hard- 
working power. 

Ram  Van's  3. 9L 
Magnum'^''  V-6  engine 
gives  you  1 75  horse- 
power. What 's  more, 
two  Magnum  V-8s  are 
available-a  220-horse- 
power  5.2L,  with  295 
lb/ft  of  torcpie.  ami  a  230- 
horsepower  5.9L.  with 
330  lb/ft  o  f  torque. 


Standard 
driver  airbag. 

Dodge  is  the  only  full 
line  truck  maimfacturer 
to  put  a  standard  driver 
airbag  in  every  sitigle 


J 


truck  it  builds.  So  of 
course.  Dodge  Ram 
Van  comes  with  one. 


Standard  anti-lock  brakes.  To  help  you  get  to  work  safely.  Ram  Vans  feature 

.standard  rear-wheel  or  available  four-wheel  anti-lock  brakes. 

We  stand  behind  our  work.  Ram  Van  is  backed  by  our  Customer  One  Care" 
3-year  or  36,000-mile  bumper-to-bumper  warranty  and  3/36  Roadside  Assistance.  There's  a 
7-year/ 100.000-mile  outer  body  rust-through  warranty,  too* 

Solid  value.  Your  Dodge  dealer  offers  a  Ram  Van  Tradesman  Package  that  includes 
many  of  the  options  you  look  for  in  a  work  van.  For  the  name  ofvour  nearest  dealer,  or  /or 
information  on  commercial  buyer  incentives,  call  l-800-WORK  RAM. 

Always  wear  your  seat  belt  for  a  fully 
effective  airbag. 

'See  limited  warranties  and  restrictions 
at  your  dealer  Excludes  normal 
maintenance  &  wear  items 


America's  Truck  Stop  |^  The  New  Dodge 
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At  Your  Service 


ORDERING  YOUR  OFFICE 
A  LA  CARTE 

For  entrepreneurs,  leasing  a  suite  may  be  just  the  ticket 


To  launch  his  computer-consulting 
business,  Joseph  Williams  needed 
a  real  office — complete  with  a  re- 
ceptionist, conference  room,  and  so- 
phisticated phone  system.  But  he  was 
short  on  funds.  And  he  didn't  want  to 
take  time  away  from  wooing  clients  to 
set  up  shop.  So,  he  leased  an  execu- 
tive suite  instead.  That  fu'st 
month  in  business, 
Williams  spent  a  mere 
$2,000  to  rent  an  of- 
fice, from  which  he 
billed  $80,000. 

Like  Williams, 
most  entrepi-eneui-s 
aren't  much  inter- 
ested in  the  me- 
chanics of  running 
an  office  and  don't 
usually  have  the  capital 
to  set  one  up — 
roughly  twice 
the     cost  of 
starting  out  at 
an  executive 
suite.  Keep- 
ing overhead 
down,  especially 
during  the  early 
stages  is  always  of 
interest,  though.  That's  why 
many  budding  businesses  opt 
for  the  executive  suite,  or  business 
center.  Equipjied  with  a  mail  room, 
a  word  processing  team,  confer- 
ence rooms,  the  latest  technology, 
and  a  kitchen  that  always  has  fi'esh 
coffee  brevnng,  they're  basically  of- 
fices-for-hir-e  with  a  guaranteed  lev- 
el of  service. 

Unlike  traditional  commercial 
leases,  which  typically  require  a 
commitment  of  three  to  five  years 
on  at  least  5,000  square  feet,  exec- 
utive suites  offer  shorter  terms  on 
less  space  with  sej'vices  tailored  to 
need.  Rent  a  confei-<^nce  room  on 
an  houi'ly  basis,  say,  or  a  ftuTiished 
window-office  overlooking  Manhat- 
tan's Park  Avenue  for  just  three 
months.  Move  in  on  the  spur  of 
the  moment.  And  expand  or  con- 
tract space  as  business  demands. 
"Entrepreneui-s  often  don't  know 


what  their  long-term  requirements  are," 
says  Kathiyn  J.  Donohue,  president  of 
HQ  Business  Centers  in  New  York  City, 
one  of  more  than  150  fi-an-  WORKSPACE 

chised  HQ  suites  operated    photocopier 

worldwide.  "In  thi-ee  months,  you  may 
have  outgi'own  your  office  space  if  your 
software  company  really  takes  off.  Or, 
you  may  be  out  of  business." 
First  launched  30  years 
ago,  today  there  are 
about  4,000  executive 
suites  in  the  United 
States.  Most  offer 
attractive  package 
deals.  For  a 
monthly  fee  of 
about  $700  (more 
in  high-cost  cities 
uch  as  New  York 
and  Los  Angeles),  you 
can  get  a  small,  window- 
less  private  office,  a  re- 
ceptionist, a  telephone  sec- 
retary to  answer  and  route 
your  calls,  plus  shared  use 
of  conference  rooms,  a 
Idtchen,  and  the  reception 
area  with  youi"  neighboring 
suitemates.  If  you  need  ser- 
vices such  as  word  processing, 
videoconferencing,  desktop  publish- 
ing, even  translating,  you  can  buy 
these  a  la  carte. 

That's  where  they  get  you,  though. 
You  only  pay  for  what  you  use,  says 
Donohue.  But  those  extras  wiW  gen- 
ei-iilly  co.st  top  dollai-.  Copies  run  about 
13(?  each.  Word  processing  is  often 


A  Suite  Menu 


•  PERSONALIZED  PHONE  ANSWERING  A  sta 

pie,  but  some  business  centers  pick  up  only 
when  you're  not  in  the  office. 

•  SHORT-TQiiM  LEASES  Most  prefer  three 
months,  but  some  offer  monthly  deals. 

•  CONFEROICE  ROCNHS  Eight  hours  of  compli- 
mentary usage  is  standard.  Negotiate  if  it's  not. 

•  SUPPORT  STAFF  You  don't  have  to  hire  .  .  . 
but  you  can't  fire.  Ask  for  recommendations  from 
prior  users. 


billed  in  15-minute  inteivals,  even  if  y(  r 
job  takes  five.  And  phone  service  r 
faxes  and  regular  calls  can  be  higl  r 
than  regular  rates.  "It's  50(2  for  a  Iml 
call,"  complains  David  Carr,  who  ri  ^ 
the  two-person  New  York  office  of  I  • 
Angeles-based  Wilshire  Cellular  froi  i 
World-Wide  Business  Centre  suite.  "Tl 
really  kind  of  gouge  you  on  that." 

Some  business  centers  are  more  flc 
ble  than  others.  Howard  Materetsky,  .-i 
nancial  planner  who  leases  three  ofBces; 
an  Alliance  Business  Center  on  Long  ;i- 
land,  N.  Y.,  brought  in 
and  fax.  Most 
ecutive  suites  don't  ftunish  a  compul 
Many  business  centers  allow  netw 
"reciprocity."  That  means  if  you  le;^ 
from  a  World-Wide  in  Cleveland  a 
you're  visiting  New  York,  you  can  u 
conference  room — free  of  charge 
World- Wide's  Manhattan  location. 
MOVING  ON.  There's  another  possi  < 
plus:  networking.  "How  else  woul(  i 
have  met  Herb  Anspach  [a  Whirl  |  ' 
Corp.  ex-president]  if  he  hadn't  been  l> 
ing  an  office  down  the  hall?  He's  gi\ 
me  a  lot  of  advice  and  referrals,"  s: 
Steve  Shannon,  an  outplacement  spo 
ist  who  has  been  using  HQ  in  Boca  Ra 
Fla.,  for  the  past  five  years.  With  lai 
coi-porations  using  suites  more  and 
to  establish  beachhead  field  offices,  h 
way  chitchat  with  seasoned  professioi  v 
is  a  real  possibility.  Motown  Record  Cc  i 
pany,  for  instance,  is  leasing  100  offl 
next  year  at  an  HQ  Business  Centi  , 
New  York  to  see  if  it  wants  to  opci 
full-fledged  office  in  the  Big  Apple. 

Most  businesses,  though,  outgi'ow 
executive  suite  at  four  or  five  oflli 
says  Joanne  McDaniel,  vice-president  i! 
marketing  at  InterOffice  Managemt  ■ 
an  operator  of  40  business  centers 
tionwide.  At  that  point,  you  may  nee 
ftill-time  secretaiy — a  sure  sign,  she  s; 
that  it's  time  to  move  on. 

Try  teUing  that  to  Joe  Williams.  1< 
years  after  opening  his  business, 
has  hired  10  full-ti 
consultants  and  rea; 
$1  million  in  reveii 
He's  still  leasing  an 
ecutive  suite.  "Anyth 
that  keeps  me  av 
from  my  customers  '*( 
costing  me  money  in 
long  run,"  he  says, 
might  miss  a  custor 
sale  if  I'm  trying  to 
ure  out  how  the  d(  ?^ 
we're  going  to  ans\ 
the  phone  today." 

By  Barbara  He^it 
in  New  ! 


A  flood  isn't  the  worst  thing  that 
can  happen  to  you. 


Not  being  insured  for  one  is. 


A  flood  moves  with  frightening 
peed.  In  minutes,  a  flood  can  wash 
iway  everything  you  and  your  family 
lave  spent  a  lifetime  building. 

But  often  the  worst  isn't  the  flood, 
t's  finding  out,  too  late,  that  you're 
lot  covered  for  flood  damage. 

YouVe  probably  not  covered. 

The  truth  is,  90%  of  all  natural 
lisasters  in  this  country  involve 
loods.  Yet,  as  many  find  out  too 
ate,  most  homeowner's  insurance 
X)licies  don't  cover  flood  damage. 

Everyone  runs  the  risk  of  being  a 
flood  victim.  In  fact,  between  25% 


and  30%  of  flood  insurance  claims 
come  from  "low  risk"  areas.  It  could 
happen  to  you. 

Give  yourself  peace  of  mind. 

Fortunately,  now  you  can  protect 
your  home  and  property  with  flood 
insurance  from  the  National  Flood 
Insurance  Program. 

Return  the  coupon  or  call  your 
insurance  company,  agent  or  this  toll- 
free  number:  1-800-611-6123,  exten- 
sion 619.  Act  now,  since  it  takes  30 
days  before  your  coverage  begins. 
Because  with  floods,  you  can  never 
say  never. 


1-800-611-6123  CM  619 

Please  send  me  information  about  NFIR 

MAIL  TO:  FEMA/7V1SC.  K)  BOX  1038, 
JESSLJP,  MD  20797-9408 
Do  you  have  an  insurance  agent  or  company?  Yes  □  No  □ 
If  yes,  who  is  your  insurance  agent  and,  or  company? 


Your  Name 


Address  _ 
City  


State 


.Zip  TeU  L 


National  Flood  insurance  Program 

Administered  by  FEMA 

I  .  I 


^^^^^  We  can't  replace 


I 


your  memories,  but  we  can  help  you  build  new  ones. 

jp^a.     Npip_      c  Street  SW,  Washington,  D.C.  20472  f»  TDD  #1-800427-5593  »•  http:  //www.fema.gov  FEMA 
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Wit's  End 


IT'S  NOT  YO 


It's  a  scene  I'epeated  daily  in 
small  businesses  everywhere. 
The  e7itrepreneur  pulls  out  the 
book  of  relevant  regulations  and 
staiis  to  read.  Palms  sweat.  Eyes 
glaze.  Rereading  doesn't  help. 
"Is  it  me  or  is  it 
them?"  she  wonders. 
Mostly,  it's  them. 
And  in  their 
better  moments, 
even  they  can  see  it, 
as  witness  this  recent 
7'ew7ite  of  a  Small 
Business  Admijiis- 
tration  ii^le  on 
companies  ineligible 
for  SB  A  assistance. 


OLD:  "Illegal  Activities. 
Concerns  that  are  engaged 
in  illegal  activity  or  are 
engaged  in  the  production, 
servicing,  or  distribution 

by  sale  or  otherwise  of  products  or  services  used  in  connection  with  an  illegal 

activity.  This  includes,  but  is  not  Hmited  to,  the 
"  M  rttt^  \    production,  servicing,  distribution  of  products 
y  or  services  that 
are  used  or  intended 
—     to  be  used  primarily  or 
exclusively  in  connection 
with  the  unlawful  use  of  drugs 

or  controlled  substances." 


NEW 


GOT  A  CANDIDATE  FOR  WIT'S  END?  Readers  should  send  them  to  Business  Week  Enterprise,  1221  Avenue  of  the  Americas, 
New  York,  N.Y.  10020,  fax  (212  512-3758),  America  Onhne  (readersbw),  or  Internet  (bwreader@mgh.com). 


plOI 
It  31 

line! 


Hi 
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CMT  TO     DIlClMrCC   \A/C[:i/    I  TMTCDDDICC 


Get  Online  and 
get  In  Touch! 

Visit  Business  Week  Online's 

Small  Business  Center  on  America  Online 


Like  Enterprise,  Business  Week  Online's  Small  Business  Center  is  a  place  where 
small-business  owners  and  entrepreneurs  can  find  hard-to-get  news  and 
information  important  to  their  needs.  All  the  stories  and  Special  Reports  about 
small  business  that  have  appeared  in  Business  Week  since  January,  1994,  are 
available-including  Enterprise.  But  that's  just  the  beginning.  There's  plenty  more 
to  explore-and  to  do: 


DOWNLOAD 


ATTEND 


 specially  scheduled  online  conferences  featuring  experienced 

entrepreneurs  who  can  answer  your  questions.  ■tfll^ii^llKiflfJ^   on  the 
message  boards.  Exchange  ideas  with  your  colleagues  and  find  out  what  works 
for  them,  and  what  doesn't.  easily  to  World  Wide  Web  sites  for 

small  business  flagged  in  Enterprise  as  best  bets-or  to  many  other  sites. 

transcripts  of  past  online  conferences  about  small  business 
and  other  relevant  subjects.  H^Ql^im  with  the  people  who  create 
Enterprise.  ^^^^^^^31         Online's  Small  Business  Center  in 
the  way  that  works  best  for  you  and  your  business. 

From  the  Business  Week  Online  main  screen,  click  the  BW  Plus!  button, 
then  select  BW  Online's  Small  Business  Center  from  the  list  of  BW  Plus!  choices. 
For  online  events  keyed  to  stories  in  this  issue  of  Business  Week  Enterprise, 


clieck  BW  Online's  Conference  Calendar  (via  ttie  Talk  &  Conferences  screen.) 
See  you  online! 
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1.  Would  you  say  the  editorial 
content  of  Enterprise  was: 

□  Excellent 

□  Very  Good 

□  Good 

□  Fair 

□  Poor 

□  Don't  Know 

2.  Did  you  find  Enterprise: 
(Check  all  that  apply) 

□  Comprehensive 

□  Concise 

□  Easy  to  read 

□  Informative 

□  Insightful 

□  Interesting 

□  Pertinent  to  my 
business  needs 

□  Useful 

□  Well  Organized 

□  Other  


Would  you  please  tell  us  what  you  think  about  Enterprise? 
Just  fill  out  this  quick  one  page  "Fax-Back"  survey  and 
give  us  your  opinion.  Fax  it  to  516-935-4092.  if  you  do 
not  have  access  to  a  fax  machine,  you  can  mail  this 
survey  to:  Ms.  Patrice  Serret,  Business  Week  Enterprise, 
1221  Avenue  of  the  Americas,  40th  Floor,  New  York, 
New  York  10020. 


3.  Next  to  the  editorial  subjects 
listed  below,  please  check  those 
topics  which  you  would  like  to 
see  more  of  in  Enterprise: 

□  Benefits/Health  insurance/ 
Retirement  plans 

□  Business  equipment 

□  Business  finance 

□  Company  profiles 

□  Computers  and/or  Software 

□  Economic  conditions 

□  Government  and  politics 

□  Industiy  trends 

□  International  business 

□  Legal  issues 

□  Marketing 

□  People  profiles 

□  Personal  finance 

□  Regulatory  changes 

□  Tax  issues 

□  Women  in  business 

Thanks  for  your  time  and 
thoughts.  Your  cooperation 
is  very  much  appreciated, 
piease  fax  back  this 
survey  to  516-935-4092. 


4.  How  did  you  acquire  this  copy 
of  Enterprise: 

□  In  Business  Week  issue 

□  From  Staples  store 

□  From  business  associate, 
relative  or  friend 

□  Other  

5a.  Would  you  like  to  see  future 
issues  of  Enterprise? 

□  Yes     □  No 

5b.  If  yes,  how  many  issues  per 
year  would  you  like  to  see? 

□  2     UA    36  U12 

Sc.  Would  you  pay  a  modest  price 
for  a  subscription  to  Enterprise 
if  it  was  published  as  a  free- 
standing magazine  dedicated 
to  small  business? 

□  Yes     □  No 

6.  Please  put  your  age  in  the 
space  provided: 


7.  Are  you: 

□  Female      □  Male 

8.  What  is  the  highest  level  of 
education  you  have  attained? 

□  Some  High  School 

□  High  School  Graduate 

□  Some  College  (no  diploma) 

□  College  Graduate 

□  Some  Post  Graduate 

□  Graduate  Degree 

9.  Do  you  work  primarily 
from  your: 

□  Home 

□  Office 

10.  If  you  primarily  work  in  an 
office,  do  you  also  work 
for  your  job  at  home? 

□  Yes     □  No 


11.  If  yes,  how  often  do  you  work 
at  home  for  your  job? 

□  Often  (several  times  each  wee! 

□  Frequently 

(fit  least  once  per  week) 

□  Sometimes 

(two  to  four  times/month) 

□  Occasionally 

(Less  than  once  per  month) 

12.  Approximately  how  many 
employees  are  there  in 
your  entire  company? 

□  1  □  50-99 

□  2-4  □  100-499 

□  5-9  □  500-999 

□  10-24        0  1,000  or  more 

□  25-49 

13.  Please  indicate  if  you  have  an 
of  the  equipment  listed  below 
in  your  home  or  office? 

Home  Offe 

Personal  Computers  □  1- 
(Desktop  or  Workstation) 

Personal  Computers  □  C 
(Laptop  or  Portable) 

Modem  □  L 

CD  Rom  Drive  □  C 

Networking  Hardware/  □ 
Software 

Copiers/Duplicators  □  C 

Facsimile/Fax  □  I- 

Typewriters  □  C 

Cellular  phones  □  C 

Pagers^eepers  □  ^ 

E-mail  system  □  l 

14.  Where  do  you  shop  for  your 
office  supplies? 

□  Staples 

□  Office  Depot 

□  Office  Max 

□  WalMart 

□  Wholesale/Warehouse  Club 

□  Local  Stationery  Store 

□  Other  
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Marketing 


ATABASES 


DATA  IS  POWER. 
JUST  ASK  FINGERHUT 

t's  able  to  offer  credit  cards  to  a  lower-income  market 


For  Marilyn  Gnat,  the  Fingerhut 
catalog  is  a  godsend.  It  has  al- 
lowed the  retii'ed  dime-store  sales- 
clerk  from  Eagle  River,  Wis.,  to 
ay  ever.\'thing  fi"om  pots  and  pans  to  a 
•ddy  bear  cookie  jar  with  matching 
lit  and  peppei'  shakers — all  on  the  in- 
;allment  plan.  "When  I  started  out, 
ingerhut  was  the  only  place  that  would 
ive  me  credit,"  says  Gnat,  who  raised 
ine  children  on  her  modest  income. 
Fingerhut  sells  everything  from  toy 
hones  for  $20  to  big-screen  TVs  for 
2,000.  But  its  real  business  is  extending 
'edit,  at  rates  of  about  24%  a  year,  to 
eople  who  would  otherwise  have  to 
ay  cash.  Its  catalogs  hst  monthly  pay- 
lents  in  bold  type  and  actual  prices  in 
ne  print.  Even  a  pair  of  $40  sneakers 
m  be  amortized  over  13  months  with 
ajTTients  of  just  $4.79  a  month. 
To  serve  its  inai-ket,  the  $2  billion 
3tailer  has  built  a  cutting-edge  data- 
ase  that  stores  more  than  500  pieces  of 
iformation  on  each 
f  more  than  50  mil- 
on  active  and  po- 
mtial  customers.  That  al-  i 
ws  Fingerhut  Cos.  to  sort 
irough  its  records  and  zero 
I  on  the  best  credit  risks 
Tfiong  America's  low-  and 
loderate-income  households, 
s  chosen  niche  since  the  Minnetonka 
finn.)  company  got  its  start  in  1948. 
ow,  it's  banking  on  a  new  way  to 
verage  its  expertise  in  consumer  cred- 
:  Fingerhut  has  quietly 


become  a  major  issuer  of  credit  cards. 

Fingerhut,  the  second-largest  con- 
sumer catalog  marketer  in  the  country 
behind  J.  C.  Penney  Co.,  gathers  a  lot 
more  than  names  and  addresses  in  its 
database.  It  collects  demographic  de- 
tails such  as  age,  marital  status,  and 
number  of  children.  It  tracks  hobbies 
and  birthdays  and  uses  that  knowledge 
to  hit  customers  with  personalized  cat- 
alogs when  they're  most  likely  to  buy. 
"Fingerhut  is  one  of  those  pioneering 
companies  that  is  making  intense  knowl- 
edge of  their  customer  a  core  compe- 
tency," says  Thomas  Bhschok,  a  retail 
consultant  at  Coopers  &  Lybrand. 

Early  last  year,  Fingerhut  launched 

FAMILY  FILE 

Tlie  $2  billion  retailer's  database  stores 
scores  of  facts  on  each  customer 


NAME.  ADDRESS,  SOCIAL 
SECURITY  NUMBER 


lER 


JY 
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its  own  co-branded  Visa  and  Master- 
Card. The  750,000  accounts  opened  by 
yearend  generated  more  than  $500  mil- 
lion in  receivables,  making  Fingerhut 
the  nation's  23rd-largest  issuer — and  one 
of  the  few  catering  to  lower-income  con- 
sumers, without  demanding  collateral. 
The  lender's  yeai-end  1996  goal:  1  million 
accounts  and  $1  billion  in  receivables. 
"They're  new  to  the  card  business,  but 
they're  old-timers  in  the  credit  busi- 
ness," says  James  Daly,  editor  of  Cred- 
it Card  Management  magazine. 
FINANCING.  Still,  mining  this  end  of  the 
market  is  risky.  Credit-caixl  issuere'  bad- 
debt  levels  rose  to  4.4%  at  the  end  of 
1995,  up  fi-om  3.7%  a  year  earlier.  Fin- 
gerhut is  reserving  for  losses  of  about 
6%.  To  finance  its  rapid  buildup  of  cus- 
tomer debt,  Fingerhut  will  spin  off  all  or 
part  of  its  stake  in  its  credit-card  unit 
through  an  initial  public  offering  later 
tliis  yeai'.  "We  have  om'  hands  on  a  veiy 
successful  business,"  brags  Chairman 
and  CEO  Theodore  Deikel. 

He  had  better  hope  so.  Deikel,  the 
son-in-law  of  company  co-founder  Manny 
Fingerhut,  has  headed  the  company 
since  1990,  when  Fingerhut  was  spim  off 
by  Primerica  Corp.  after  foui-  years  of 
stalled  gi-owth.  By  1993,  Deikel  had  in- 
creased sales  50%,  to  $1.8  billion.  But  in 
1994,  startup  costs  associated  with  a 
cable-TV  shopping  ventiu-e  and  the  cred- 
it-card business  knocked  thiixl-quarter 
earnings  down  by  50%.  The  stock  fell 
22%  in  a  day.  Last  year,  it  got 
hit  again  by  double-digit  in- 
creases in  paper  and  postage 
costs. 

Deikel,  60,  laid  off  200  mid- 
dle managers,  tightened  ci'ed- 
it  criteria,  and  cut 
back  the  number  of 
catalogs  mailed.  That 
helped  push  eaiTiings  up  11%- 
last  year,  to  $50.9  million  on 
revenue  of  $2.1  billion, 
though  that's  32%  below 
1993's  earnings.  So  far  this 
I  year,  sales  have  picked  up, 
and  consumer  delinquencies 
have  stabilized.  But  Wall 
I  Street  isn't  convinced.  Fin- 
gerhut stock  is  hovering  around  14  a 
share,  down  from  a  1994  high  of  more 
than  33.  What  does  Deikel  think  about 
the  stock  price?  "What's  below  ridicu- 
lous?" he  sneers.  Still,  Fingerhut  has 
big  plans.  "It  all  goes  back  to  the  data- 
base," says  Deikel,  who  predicts  the 
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Annual  Design  Awards 


WINNERS 

The  Best  Product  Designs  of  the  Yeai 


It  has  been  a  long  time,  over  half 
a  centiuy,  since  U.  S.  design  was 
this  good.  American  industrial 
design  rose  to  prominence  in  the 
1930s  and  1940s,  when  legendary  pioneers  such  as 
Raymond  Loewy  and  Walter  Doi-win  Teagiie  helped 
define  the  discipline.  By  the  1960s,  however,  Eu- 
I'opeans  were  dominant,  and  U.  S.  design  firais 
spent  the  '70s  and  '80s  playing  catch-up.  To 
>  judge  by  the  1996  Industrial  Design  Excel- 
lence Awards,  given  by  the  Industrial  De- 
signers Society  of  America  and  sponsored  by 

BUSINESS  WEEK, 

the  cutting- 
edge  of  design 
may  be  mov- 
ing   back  to 
the  U.  S. 
Americans  are  pio- 
neering a  major  shift  from 
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designing  a  single  product  to  design 
ing  the  whole  process  of  product  ii 
novation  and  development  for  corpi 
rate  clients.  Some  are  even  usir- 
quantitative  ethnographic  research  to  create  tl 
"Wow!"  that  people  sometimes  experience  when  usii 
a  terrific  product.  One  example:  Motorola  Inc.'s  awar 
wanning  new  StarTac  cellular  phone  is  so  small,  it 
worn  as  a  beeper.  Wearable  technology,  not  somethii 
carried.  Completely  cool. 

The  1996  idea  awards  illustrate  that  interactive  d- 
sign  is  a  major  edge  for  U.  S.  firms.  The  Rock  &  R(i 
Hall  of  Fame  &  Museum,  the  Dinosaur  Halls  of  tb 
American  Museum  of  Natural  History  in  New  Yoi' 
Quicken  Version  5  for  Windows,  and  Kenwood  us/ 
KC-zi  audio  controllers  all  won  awards  largely  becau 
of  the  way  they  present  information — whether  it's  ) 
help  you  manage  yom-  finances  or  lead  you  through  m- 
lions  of  years  of  evolution.  In-    3  o  0  G  I  E  B  0  A  R) 
deed,  a  whole  new  market  is  de-    jnteractive  panel 
veloping  in  museums  and  all    at  the  rock  &  roli 
types  of  Halls  of  Fame,  thanks    hall  of  fame 


I  large  part  to  new  interactive-design  techniques  that 
lake  the  experience  exciting  and  fresh. 

So  strong  are  American  design  fii-ms  in  the  global 
larketplace  that  Asian  and  European  manufac- 
irers  are  turning  to  them  for  work.  U.  S.  firms 
[•e  designing  whole  product  lines  for  Taiwanese 
id  Korean  companies  that  are  trying  to  move 
ito  global  competition.  These  companies  are 
D  longer  satisfied  with  building  machines  for 
festem  customers  to  slap  their  names  on  and  sell, 
hey  want  to  establish  their  own  brand  names,  and 
)ming  up  with  striking  designs  is  one  way  to  do  it. 

In  some  cases,  established  foreign  manufactui'ers  are 
iming  to  U.  S.  designers  for  fi'esh  ideas  to  help  break 
at  of  old,  rigid  design  concepts.  One  idea  winner, 
&R  Industrial  Design,  a  small  firm  based  in  Macomb 
ownship,  Mich.,  actually  saved  a  German  manufac- 
irer  from  bankruptcy  with  a  radical  new  tractor  de- 
gn  (page  74). 

For  the  fii'st  time,  the  idea  awards  program  was 
pen  to  products  designed  overseas  and  sold  in  the 
L  S.  as  well  as  products  designed  by  U.  S.  fii-ms.  Ger- 
lan,  French,  Japanese,  Taiwanese,  Japanese,  and  Cana- 
ian  companies  made  strong  showings.  Taiwan-based 
.cer  Inc.  brought  home  the  gold  for  its  design  of  the 
.spire  computer,  specifically 
"eated  for  the  U.  S.  home-PC 
larket  by  frogdesign  in 
unnyvale,  Calif.  It  helped 
lake  Acer  a  major  brand  in 
le  U.  S.  And  Sony  Corp., 
ne  of  the  world's  gi'eat  de- 
gn  firms,  saw  its  reputation 
uttressed  by  winning  a  sil- 
er  award  for  its  wildly  suc- 
gssfu!  PlayStation,  giving 
ega  of  America  Inc.  and 
fintendo  Co.  tough  compe- 
tion.  Siemens  received  the 
ilver  for  its  beautifiiUy  craft- 
d  and  ergonomically  sound  ultrasonic  Sonoline  med- 
al-imaging equipment.  Wilkliahn  won  both  gold  and  sil- 
er  awards  for  furniture  design.  Samsung  Group's 
lultimillion-dollai'  investment  in  design  began  to  pay  off 
nth.  a  gold  for  a  multimedia  concept. 

Two  Canadian  firms  won  big:  Bombardier  with  a 
igh-octane  Jet  Boat  and  Design  Workshop  for  adapting 
ike-helmet  technology  for  a  horseback-riding  helmet. 

Japan's  Fujitsu  Ltd.  came  away  with  a  gold  medal — 
)r  a  restaui'ant  computer — by  enlisting  Ziba  Design  in 
'ortland,  Ore.  Ziba  is  one  of  the  fii-ms  offering  strong 
esearch  capabilities  to  its  corporate  clients,  as  do  ideo 
1  Palo  Alto,  Design  Continuum  in  Boston,  and  Fitch  in 
Chicago. 
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Ziba's  work  for  Fujitsu  highlights  the  importance  of 
research  as  well  as  its  attraction  for  overseas  compa- 
nies. Fujitsu's  goal  was  to  enter  America's  drive-in, 
multistore  fast-food  mai'kets  with  a  countertop  teinriinal. 
Fujitsu,  which  has  been  selling  point-of-sale  (pos)  com- 
})uters  to  retailers  for  years,  needed  help  crafting  a  ma- 
chine for  those  who  work  be- 
hind fast-food  counters. 

The  company  started  with 
the  assumption  that  the 
workers  had  zero  computet" 
skills.  Ziba  videotaped  em- 
ployees and  saw  that  they 
were  poorly  trained  and  not 
very  well  educated.  In  addi- 
tion, turnover  was  high.  The 
design  solution:  a  touch- 
screen computer  with  inter- 
active and  audio  software 
that  provides  a  simple  road 
map  for  employees  and 
shows  them  where  to  enter 
information.  The  POS  com- 
puter uses  both  icons  and 
text  for  menu  items.  In 
essence,  the  computer  does  the  training. 

Design  research  is  also  key  to  the  largest  design 
house  in  the  U.  S.  today,  iDEO.  ideo  has  deep  relation- 
ships with  a  number  of  corporate  clients,  the  latest 
addition  to  the  list  being  Steelcase.  Top  ideo  designers 
have  basically  joined  the  management  team  giaiding 
Steelcase  and  its  effort  to  create  products  for*  the  office 
of  the  ftitui'e.  With  Samsung,  ideo  is  teaching  the  elec- 
tronics maker  its  design  and  innovation  process. 
"Clients  want  us  to  help  them  be  more  creative  and  in- 
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novative,  not  just  help  them  design  one 
product,"  says  David  Kelley,  President  and 
CEO  of  IDEO.  "We  do  design  visuaHzations  of 
the  future,  deciding  on  where  to  go  next." 
For  research-driven  firams,  design  is  becoming 
more  a  consulting  busi- 
ness. Corporate  clients,  af 
ter  years  of  cutting  costs, 
are  looking  for  assistance  in 
coming  up  with  new  products 
to  generate  growth.  "We're 
making  the  transition  from 
industrial  design  to  product 
development,"  says  Cartis  Bai- 
ley, president  of  Sundberg- 
Ferar  in  Chicago  and  a  juror 
at  this  year's  idea  program. 
"Ten  years  ago,  designers 
were  designing  products  for 
themselves,  to  be  artistic 
statements.  Today,  we  are 
combining  designing  with  en- 
gineering and  research  to  fo- 
cus on  market  viability." 

European  companies  are  expanding  research  efforts 
as  well,  but  they're  mostly  doing  it  in-house.  Philips 
Electronics  won  a  gold  — — — ™« 
award  in  the  Concepts  cate- 
gory for  an  amazing  Vision 
of  the  Future  video  that 
showed  how  people  might 
use  new  technology  in  years 
ahead.  How  about  Magic 
Pens  that  transmit  what 
you  wiite  or  say  into  a  com- 
puter? Or  Intelligent  Gar- 
bage Cans  that  sort  your 
recyclables? 

Of  com"se,  reseai'ch  doesn't 
have  to  involve  high-tech 
equipment.  One  gold  award 
went  to  a  baby  bathtub,  the 
Century  Cuddle  Tub  & 
Huggy  Bath  by  Anderson 
DesigTi  Associates.  As  any 
new  parent  knows,  it  isn't 
easy  to  bathe  a  newborn 
with  one  hand  holding  the 
baby's  head  and  one  hand 
holding  the  washcloth.  Re- 
seai'ch  showed  that  a  simple 
hammock  in  the  tub  with  a 
headrest  holds  the  baby  se- 
curely, leaving  the  parent's 
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hands  free  to  do  the  washing.  The  cost?  A  low  $19.1) 
Indeed,  as  this  year's  winners  prove,  leading-edge  d- 
sign  isn't  just  for  cars,  computers,  and  expensive  co 
sumer  products.  Quality  design  is  moving  down  • 
more  inexpensive  products.  "Good  desigTi  is  now  acro;'. 
all  product  lines,  from  computers  to  appliances,"  sa\ 
William  Stumpf,  the  idea  jury  chairman. 

Leading  the  design  movement  for  inexpensive  pr^ 


WINNERS  FOR  1996... 

Here  are  mmiy  of  the  design  firms  and 
corporations  whose  products  imi  Industrial 
Design  Excellence  Awards  in  1996: 


...AND  OVER  THE  LONG  HAUL 


AWARDS 

LrCOIVInl  rlFXlVlO 

GOLD 

SILVER 

BRONZE  TOTAL 

IDEO 

3 

1 

3 

7 

ZIBA  DESIGN 

3 

4 

7 

FITCH 

3 

3 

SMART  DESIGN 

1 

2 

3 

ALTITUDE 

1 

2 

3 

BURDICK  GROUP 

1 

1 

2 

DESIGN  CONTINUUM 

2 

2 

HAUSER 

1 

1 

2 

HENRY  DREYFUSS  ASSOC. 

1 

1 

2 

MAUK  DESIGN 

1 

1 

2 

RALPH  APPLEBAUM  ASSOC.  1 

1 

2 

CORPORATIONS 

NCR 

1 

2 

3 

SYMBOL  TECHNOLOGIES 

1 

2 

3 

APPLE 

1 

2 

FORD 

1 

2 

HEWLETT  PACKARD 

1 

2 

MOTOROLA 

1 

2 

THOMSON 

1 

2 

WILKHAHN 

1 

2 

WOLVERINE 

2 

2 

It  takes  someth  ing  extra  to  win 
year  after  year.  Here  are  some 
hardy  perennials: 

1980-95 

1996 

TOTAL 

IDEO 

36 

7 

43 

ZIBA  DESIGN 

27 

7 

34 

FITCH 

22 

3 

25 

FROGDESIGN 

21 

1 

22 

DESIGN  CONTINUUM 

19 

2 

21 

LUNAR  DESIGN 

17 

1 

18 

HAUSER 

14 

2 

16 

AMBASZ  DESIGN 

12 

0 

12 

GROUP  FOUR 

11 

0 

11 

HENRY  DREYFUSS  ASSOC. 

9 

2 

11 

CORPORATIONS  j| 

GENERAL  MOTORS 

21 

0 

21 

NCR 

18 

3 

21 

APPLE 

17 

2 

19 

STEELCASE 

18 

1 

19 

IBM* 

16 

0 

16 

HERMAN  MILLER* 

14 

0 

14 

CHRYSLER* 

13 

0 

13 

BLACK  &  DECKER 

10 

1 

11 

THOMSON 

8 

2 

10 

*  THESE  COMPANIES  WERE  UNABLE  TO  ENTER  CERTAIN  PRODUCTS  IN  THE 
1996  COMPETITION  BECAUSE  THEIR  DESIGNERS  WERE  JURORS 
DATA  INDUSTRIAL  DESIGNERS  SOCIETY  OE  AMERICA 
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icts  are  the  small  firms  that  are  finding  a  lucrative 
liche  as  larger  competitors  gi-ow  ever  bigger.  In  addi- 
ion  to  Anderson  Design  in  Plainville,  Conn,  coming  up 
nth  the  baby  bathtub,  there  was  a  silver  award  for  the 
5agel  Slicer  from  the  EKCO  Group.  Ancona  2,  a  small 
hop  in  New  York,  did  the  research,  which  was  sigTiif- 
lant.  Slicing  bagels,  it  turns  out,  is  No.  1  in  kitchen  ac- 
ivities  that  result  in  trips  to  the  emergency  room. 
)nce  it  was  only  a  New  York  phenomenon,  but  since 
lagels  have  gone  national,  it's  a  coast-to-coast  problem, 
'he  design  solution?  A  V-shaped  slicer  with  plastic 
ides  that  flex  inward  to  hold  the  bagel  and  prevent  ro- 
ation  when  slicing.  All  this  for  $5.99. 
Awards  also  went  for  pencil  sharpeners  ($9.95)  by 
r  n  iM  n  Trn  i  t  n  n      Staubitz  Desigu  Associates  for 

1 U  M  h   1  L  L  L  £j  K  ...  .      ,  , 

lUiCKEN  VERSION  5  Olivetti  Office  USA,  medicme-bot- 
lAS  ICONS  TAILORED  tie  openers  ($1.05)  by  Pharma- 
OR  YOUR  FINANCES      Design,  a  file  folder  system  ($14) 

fg^a,r?:ig!g.'%   s  by  Smart  Design. 

"    —  and  an  ou-filter  giip- 

per  ($1.99)  by  Davi- 
son &  Associates. 

Of  course,  there 
were  some  expen- 
sive products  as 
well.  The  apple-size 
Bose  Jewel  Cube 
speakers  went  with 
Lifestyle  20  music  system  for  a  price  of  $2,500.  Bom- 
bardier's Jet  Boat  goes  for  $12,499,  and  Wilkahn's  beau- 
ifully  engineered  Modus  office  chair  costs  $1,770  to 
2,480  for  the  high -backed  version. 
The  jm^ors  of  the  Industrial  Design  Society  of  Amer- 
la  gave  awards  to  113  products  or  concepts  out  of  932 
ntrants  considered,  compared  with  150 
wards  chosen  fi'om  766  last  year  The 
Liry  raised  the  hurdle  this  year. 
Some  32  golds,  37  silvers,  and  44 
ironzes  went  to  corporations  and 
ndependent  design  firms.  In 
995,  33  golds,  56  silvers,  and  61  ' 
irouzes  were  awarded. 

Among  the  independent  design 
lOUses,  Ziba  and  ideo  tied  for  fii-st- 
ilace  with  seven  each.  Fitch,  Smart 
)esign,  and  Altitude  had  three  apiece. 
Vithin  the  corporate  ranks,  NCR  and  Sym- 
)ol  Technologies  won  three  prizes  to  tie  for 
irst  place,  with  Apple,  Ford,  Hewlett-Packard,  and 
Motorola  gameiing  two  each.  Two  foreign-owned  finns, 
he  U.  S.  unit  of  France's  Thomson  consumer-electron-  i 
cs  company  and  Germany's  Wilkhahn  furniture  com-  i 
)any,  won  two  prizes  apiece. 
The  IDEA  panel's  12  jurors  were  William  Stumpf  of  : 


William  Stumpf  +  Associates,    jgj  B(JAT 
which  works  closely  with  Steel-    bombardier's  new 
case;  Dan  Ashcraft  of  Ashcraft    sea-doo  is  both 
Design;  Curtis  Bailey;  Carole    fast  and  sexy 
Bilson,  program  manager  of  Digital  Products  at  East- 
man Kodak;  WilHam  C.  Bullock,  director  of  industrial 
design  at  the  Georgia  Institute  of  Technology;  Eric 
Chan  of  Ecco  Design;  Michael  Gallagher,  design  man- 
ager of  Crown  Equipment;  Gaiy  Grossman,  president  of 
Innovations  &  Development;  Tom  Hardy,  professor  of 
univei'sal  design  at  the  Georgia  Institute  of  Technology; 
John  Herlitz,  vice-president  of  product  design  at 
Clnysler;  Lon-aine  M.  Justice,  associate  professor  of  in- 
dustrial design  at  Ohio  State  University's  main  campus; 
and  Tom  Mason,  senior  vice-president  of  research  and 
development  at  Fisher-Price. 

In  the  following  pages,  business  week  offers  high- 
lights of  the  1996  competition.  Let's  begin  with  a  show- 
stopper.  A  ti'actor  that  was  eveiy  jiu'or's  favorite . . . 

By  Bruce  Nussbauni  hi  New  York 

HEADS  UP 

THE  CUDDLE  TUB 
KEEPS  DAD'S  AND 

MOM'S  HANDS  FREE 


BUSINF 


IIJNE  3   1996  73 


Annual  Design  Awards 


AGRICULTURAL 
CHIC 

Deutz-Fahr  Agrotron  Tractor 
Designer:  A&R  Industrial  Design 


A tractor  is  a  fanner's  pnde  and  joy — a  bai'ometer  of 
success.  That's  the  thought  that  fired  up  Thomas 
Roney  as  he  designed  a  brand-new  family  of  tractors 
for  Deutz-Fahr  Agrartechnik  in  Cologne,  Germany. 
Drawing  on  memones  of  childhood  summers  at  his  un- 
cle's fann  in  Ontano,  Roney  pushed  his  a&r  Industrial 
Design  of  Macomb  Township,  Mich.,  to  come 
up  with  a  radical  new  look:  a  tractor  with 
attitude.  ^^Kf»«J 
Called  the  AgTotron,  it  has  a  nose  that  slopes  down 
at  a  startling  angle,  sharply  expanding  the  driver's 
field  of  vision.  Curved  fenders  allow  easy  rear  viewing. 
The  spacious  cab  is  30%  larger  than  the  previous  mod- 
el. It  even  has  a  glass  roof  panel.  The  brightly  colored 
levers  for  maneuvering  tools  and  attachments  are  de- 
signed for  comfort — simplified  and  easier  to  reach. 

Even  daily  maintenance  is  made  less  complicated  by 
a  one-piece  engine  hood  that  lifts  on  gas  struts.  The 
Agrotron  is  environmentally  friendly,  too,  with  low 
emissions  and  noise,  more  efficient  fuel  consumption, 
and  recyclable  steel  and  coded  jilastics. 


Roney's  design  literally  saved  Deutz-Falu-'s  life.  Bac 
in  April,  1993,  when  the  project  started,  it  was  life  c 
death  for  the  German  company.  Recently  spun  off  froi 
ailing  Klockner-Humboldt-Deutz,  Deutz-Fahi-  was  sa( 
died  with  a  20-year-old  model.  Udo  Rittmann,  vic( 
president  for  engineering,  called  Roney.  They  ha 
worked  together  in  the  early  1980s  at  Clark  whe 
Roney  was  desigTiing  forklifts  for  the  European  mai'ke 

Roney,  a  self-described  gearhead  who  restores  ol 
cars  and  motoi'cycles  as  a  hobby,  moved  to  Cologne.  H 
ch'ew  on  his  high  school  German  to  get  out  into  the  fie 
with  farmers.  Rooney  found  that  he  could  use  70' 
fewer  parts  and  cut  manufacturing  costs  by  45%. 

Some  of  the  upper  management  initially  balked  at  ti 
radical  design.  Roney  had  to  make  a  slide  presentatit 
on  the  state  of  design  in  the  world  toda 
^^^^^   from  autos  to  coffeemakers,  to  bring  thei 

up  to  speed.  Suppliers  balked  as  well 
developing  molds  foi'  the  new  shapes.  Roney  had  to  vi 
it  them  in  Bavaria  to  bring  them  around. 

The  redesign  is  paying  off.  Deutz-Fahr  sold  30' 
more  tractoi's  in  the  fu'st  quarter  of  1996,  compart 
with  the  same  period  last  year,  and  Rittmann's  ma: 
goal  is  to  get  market  share  in  Europe  back  up  to  20'v 
U.  S.  tractor  design  hasn't  changed  much  in  decade 
Roney  says.  But  it  wasn't  because  there  weren't  at 
great  American  tractor  designers.  It  took  a  GermE 
company  to  find  that  out.  agrotron  iS 

Bij  Karev  Lowry  Miller   a  roomy,  comfy 
/»  Cologve   green  machine 


Mf hen  faced  with  the 
fW  challenge  of  design- 
g  a  computer-input  de- 
ce  for  children  2  to  6, 
icrosoft  Corp.  turned  to 
e  experts:  kids.  The  re- 
lit is  EasyBall,  a 
■ight,  oversized 
ackball  that's 
irable,  func- 
Dnal,  and 
est  impor- 
,nt,  fun.  If 
s  not  fun, 
ds  won't  use 

says  Edie 
dams,  lead  ergono- 
ist  for  the  Microsoft  In- 
it  Device  Group. 
Adams  and  her  group 
lent  a  year  testing  15  de- 
ces  with  more  than  50 
dldren.  They  tried  every- 
ing  from  traditional  mice 
light  pens  to  trackballs. 
The  group  found  chil- 
•en  had  difficulty  with 
le  mouse.  When  they 
anted  the  cursor  to  go 
3,  most  would  lift  the 
ouse  off  the  table.  With 
light  pen,  they  didn't  im- 
irstand  why  they  couldn't 
•ntinue  to  write  off  the 
:reen.  But  a  trackball 
ade  sense.  The  motion  of 
leir  hands  coordinated 
ith  cursor  movement. 
But  not  just  any  track- 
ill.  In  tests,  the  design- 
's saw  that  kids  threw 
len-  whole  bodies  into 
laneuvering  the  ball.  So 
dams'  team  designed  a 
gger-than-noiTnal  device, 
ne  child  even  lay  down 
)  he  could  maneuver  the 
asyBall  with  his  cheek. 
The  testing,  which  was 
one  through  a  one-way 
lirror,  was  a  riot,  con- 
isses  Adams.  And  it  pro- 
uced  a  winner  for  both 
le  kids  and  Microsoft.  "I 


MIGHTY  MICE 
FOR  TEENY  HANDS 


EasyBall 

Designer:  Microsoft  Corp. 

loved  it,"  says  juror  Tom 
Mason  of  Fisher-Price  Inc. 
"The  design  is  a  simple 
communication  that  says 
this  product  is  for  you, 
kids.  In  an  industiy  known 
for  being  conservative,  this 
really  is  a  pie-in-the-face 
design." 

A  unique  challenge  was 
making  the  product  appeal 
to  adults  as  well  as  kids. 
Although  kids  may  use  it, 
parents  buy  it.  The  team 
was  cautioned  not  to  make 
it  "too  fun"  by  parents 
who  feared  kids  would 
start  treating  the  P(  "s  like 
toys.  Also,  they  didn't 
want  the  home  office  to 
look  hke  a  playroom. 

The  concession  to  the 


killjoy  adult  attitude  was 
a  toning  down  of  colors. 
EasyBall   has   a  white 
base,  so  it  looks  good  in 
a  home  office.  However, 
the    part    the  children 
touch  is  bright 
yellow.  The  ef- 
feet:  a  giant  ^^■'^^•J 
fried  egg.  The  price  tag, 
$54.95,  is  something  most 
parents  can  swallow.  It's 
about  the  same  price  as 
other  high-end  "mice." 

Microsoft  includes  Point- 
erland  software  with  the 
EasyBall,  which  allows 
kids  to  point  and  click  in  a 
farm  scene  full  of  sound 
and  animation.  Children 
can  pick  their  own  cursor 
shape  from  a  whole  series 


MICROSOFT'S  TRACKBALL 
FOR  THE  2-TO-6  SET  rs  FUN, 
DURABLE,  AND  COLORFUL 

of  icons,  including  baby 
cliicks,  rockets,  stars,  ants, 
and  aiiplanes.  The  cui'sors 
are  large  and  easy  to 
see.  One  feature 
stops  the  cursor 
when  it  reaches 
the  edge  of  the 
screen,  so  a  child 
doesn't  lose  sight 
of  it. 
The  materials 
and  processes  used 
to  make  the  EasyBall 
tend  to  be  ecologically  re- 
sponsible. Because  the 
product  is  expected  to  be 
dropped  or  even  thrown 
on  occasion  on  the  floor, 
the  hardware  is  simplified 
and  the  parts  minimized. 
The  injection-molded  plas- 
tic pai'ts  are  easy  to  dis- 
assemble and  are  recy- 
clable. Ultrasonic  welding 
was  used  in  place  of  cast- 
ing the  trackball  with  haz- 
ardous catalysts. 

Extensive  research  was 
critical  to  the  development 
of  the  EasyBall.  This 
trackball  was  designed 
specifically  for  the  emo- 
tional, cognitive,  and  phys- 
ical needs  of  small  cliildren. 

The  design 
^^^^^  was  not  fo- 
cused  on  user 
productivity,  as  is  common 
in  designing  computer-in- 
put devices  for  adults,  but 
on  the  experience  of  a 
child. 

With  EasyBall,  Micro- 
soft has  pleased  both  par- 
ents and  kids  by  creating 
a  product  that  tackles  the 
tliree  Fs — form,  fimction, 
and  fun. 

By  Seanna  Bro  wder 
in  Seattle 
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REMOTE 

POSSIBILITIES 

Kenwood  KC-Zl  controller 

Designer:  Ziba  Design  and  Kenwood  USA 


Affluent  technology 
buffs  often  are  as 
turned  on  by  fiddling 
around  with  the  buttons 
and  multiple  remote  con- 
trollers on  their  high-end 
audio  or  home  theater  sys- 
tems as  they  ai'e  by  the 
sounds  and  images  pro- 
duced. But  in  these  same 
homes  lurk  cringing,  hud- 
dled figures  that  Ziba  De- 
sign industrial  designer 
Steve  M.  McCallion  tenns 
"the  ternfieds."  These  are 
most  often  the  family  or 
friends  of  the  technophiles. 
The  terrifieds  have  aban- 
doned all  hope  of  ever  tiy- 
ing  to  program  a  CD 
playlist  or  record  a  late- 
night  Hitchcock  flick  on 
these  devices. 

McCallion  met  the  teni- 
fieds  in  their  own  homes 


when  Ziba  collaborated 
with  Japan's  Kenwood  USA 
division  in  an  extensive  re- 
search and  design  project. 
Kenwood  once  had  a  firm 
perch  as  a  premium  audio 
component  company.  But 
in  recent  years,  that  mar- 
ket has  been  flooded  with 
boring  clones.  Two  years 
ago,  Kenwood  usa  turned 
to  Ziba  Design 
in  Portland, 
Ore.  for  help. 

Together,  the  companies 
identified  high-end  home 
theater  systems  as  a  mar- 
ket for  innovation.  The 
new  goal:  Make  user  e.x- 
perience  a  key  priority. 
Ziba  designers  fanned  out 
into  family  rooms  and  ob- 
served people  using  exist- 
ing systems.  Some  discov- 
eries were  obvious:  People 


like  to  sit  in  the  dark  and 
watch  movies  but  have  to 
switch  on  a  lamp  to  use 
existing  remotes.  Other 
research  showed  difficult 
trade-offs:  Make  the  de- 
vices too  simple,  and  they 
may  not  appeal  to  the 
person  in  the  house  most 
likely  to  buy  them — the 
technophile. 

The  result  of  that  in- 
tense process  is  a  gold 
award  winner  The  Kt:-zi 
controller  is  a  sleek,  sol- 
id-looking device,  loaded 
with  high  technology,  such 
as  a  handheld  "roamer" — 
a  control  pad  built  around 
a  touch-screen  and  licjuid- 
crystal  display. 

The  soft- 
ware interface 
was  designed 
with  special  attention  to 
inaking  the  simplest  and 
most  common  activities 
easy  to  access  and  set  up. 
Folks  can  record  a  pks 
special  with  a  few  intu- 
itive choices  on  a  touch- 
screen menu.  When  the 
roamer  is  attached  to  the 
main  unit,  its  batteries 
recharge  and  it  forms  an 


THE  KC-Zl  BEGUILES  THE 
TECHNOPHILES  AND  DOESN1 
INTIMIDATE  THE  REST  OF  US 

almost  stagelike  display 
Says  IDEA  juror  Eric 
Chan  of  Ecco  Design  Inc 
in  New  York:  "The  largt 
LCD  touch-screen  is  a  ver 
satile  interface,  integral 
ing  everything  but  show 
ing  only  what  is  needed." 

At  an  eye-poppini 
$2,800  for  the  controllei 
and  $2,200  for  the  "powei 
amp"  needed  to  mn  it,  th( 
KC-Zl  is  beyond  the  tyjiica 
couch  potato's  budget.  But 
Kenwood  usa  President 
Joe  Richter  says  tht 
process  taught  Kenwoo< 
about  user  needs  that  it 
can  incorporate  through 
out  future  lines. 

For  Sohrab  Vossoughij 
Ziba's  principal,  the  as 
signment  exemplifies  how 
the  firm's  work  extends 
increasingly  to  perfoi-mini; 
research  on  what  peopk 
don't  have,  but  want.  "W( 
are  looking  to  design  ii 
the  'Wow!'  factor,"  say: 
Vossoughi. 

By  Joan  O'C.  Hmniltoi 
in  San  Mateo,  Calif. 
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VE-BYE, 
EIGE  BOX 

Inc.'s  Aspire 
gner:  frogdesign 


cer  Inc.'s  Aspire  wasn't  the  first  home  PC  with  a 
k  radical  new  look — just  the  fii'st  one  that  sold.  0th- 
experiments,  such  as  Apple  Computer  Inc.'s 
k-colored  Mac  in  1994  and  a  Packard  Bell  Elec- 
lics  comer  model,  have  faded  into  mem- 

But  with  sales  of  more  than  300,000 
s.  Aspire  single-handedly  vaulted  Acer 
1  No.  9  to  among  the  Top  5  best-sellers  in  the  U.  S. 
995.  "We  keep  saying  'thank  God  for  Aspire,' "  says 
:luct  Marketing  Director  Michael  Culver  of  Acer 
3rica  Corp. 

he  Aspire's  soft  shapes,  cool  cui-ves,  and  dark,  rich 
rs — charcoal  gi"ay  and  emerald  green — make  it  a 
■dout  among  a  sea  of  puddy-colored  look-alikes, 
ty  few  people  have  a  room  in  the  house  called 
Dffice,  so  we  wanted  it  to  integTate  into  the 
le  environment,"  says  Matt  Barthelemy  ol 
design,  which  designed  the  Aspire, 
rog's  goal  was  to  create  a  multimedia  personal 
puter  that  looks  more  like  a  familiar  consumer  ap- 
ace than  geek-ware.  All  the  key  controls,  including 
CD-ROM  tray,  are  centered  in  a  spare  TV-Uke  facade. 

way  the  monitor  fits  flush  onto  the  PC  gives  the 
,  an  all-in-one,  TV-plus-vcR  look.  And  while  the 
ikers  on  most  home 

are  earlike  ap- 
dages,  they  are 
ced  away  unobtru- 
ly  below  the  moni- 
in  the  Aspire.  The 
Timetrical  swoop  at 
top  of  the  monitor 

a  random  "Swiss 
Bse"  venting  pat- 
1  that  replaced  the 
istrial-looking  slits 
id  on  most  moni- 
i  give  the  Aspire  a 
inct  personality  and 
asual  appearance, 
ally,  color-coded  ca- 
)  and  connectoi's 
[6  the  Aspire  easy 
et  up. 

oing  with  new  col- 


ors and  shapes  increased  the  risk  for  Acer,  an  up-and- 
coming  Asian  computer  producer,  because  they  added  to 
cost.  But  Acer,  which  has  long  been  an  also-ran  in  PCs, 
was  deteiTnined  to  be  different,  so  it  gave  fi'og  a  degree 
of  freedom  rare  for  PC  makers.  The  result:  a  compro- 
mise between  plain-Jane  and  high-tech  novelty.  "No 
one  buys  a  PC  for  its  color  alone,  but  almost  every 
[shopper]  takes  a  look  at  us,"  Acer  America  President 
Ronald  Chwang  reports. 

Such  views  are  fine  with  Acer,  which  intends  to 
forge  ahead  vdth  its  home-computer  design  concept. 
While  it  will  keep  the  charcoal-gray  color,  it  may  re- 
place the  green  with  some  other  trendy  hue  this  holi- 
day season.  And  it  is  working  with  suppliers 
to  come  up  vrith  peripherals  that  match  its 
colors.  Canon  Inc.  recently  began  selling 
gray  printers,  and  others  will  offer  matching  joysticks 
this  year.  Color  coordination  comes  to  the  PC  market. 
For  Acer,  design  is  playing  a  key  role  in  establishing  its 
brand  identity  in  the  global  marketplace. 

By  Peter  Burrows  in  San  Francisco 


ASPIRE  PC:  SOFT 
SHAPES,  DARK  COLORS 
FOR  THE  HOME  OFFICE 
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'Source:  MomingsUir.  Dato  as  of  3/31  AM'  and  liickidcs  :dl  «|uit>'  and  bond  funds  tracked  by  Momingstar.  fop-rated  fluids  are  delined  ;ls  those  funds  that  have  a  4-  or  S-star  overall  : 
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le  first  step  toward  realizing  your  financial 
i\s  is  finding  an  investment  company  with 
!  right  amount  of  experience,  the  depth 
resources,  and  a  track  record  of  helping 
lions  of  investors  pursue  their  financial  goals. 

:ompany  like  Fidelity  Investments® 


Fidelity  offers  you  a  wide  range  of  financial 
options  and  convenient  ways  to  manage  your 
money.  Of  course,  you  can  turn  to  Fidelity  for 
tcjp-performing  mutual  funds.  And  while  past 
performance  is  no  guarantee  of  future  results, 
the  fact  is  we've  produced  more  of  Morningstar  s 
top-rated  funds  than  any  other  firm.' 

You  can  also  trade  stocks  at  a  discount.  Buy 
bonds.  Purchase  U.S.  Treasuries.  Request  timely 
market  information.  And  get  planning  tools  to 
help  you  make  the  right  investment  decisions. 
We  even  offer  thousands  of  mutual  fimds  from 
200  other  well-known  fund  companies.  And 
you  can  do  it  all- 24  hours  a  day,  eveiy  day 
of  the  week. 

So  when  you  choose  Fidelity,  you're  not  just 
choosing  a  place  to  buy  stocks,  bonds,  or 
mutual  funds.  You're  choosing  a  firm  that  will 
give  you  the  power  to  be  a  more  successful 
investor.  Call  us,  visit  an  hivestor  Center,  or 
access  our  'Web  site  today.  Isn't  it  time  you 
had  Fidelity  Investments  working  for  you? 


Fidelity 
investments^ 


■800-544-0003  24  hours  a  day  http;//www.fid-mv.com 


in  America  Online:  Call  1-800-706-5577  for  10  Iree  hours. 

:484.001 

nore  complete  information  on  any  fund  available  through  Fidelity,  including  charges  and  expenses,  call  for  a  free  prospectus.  Please  read  it  carefully  before 
nvest  or  send  money. 
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T.  REX-UP  CLOSE 
AND  PERSONAL 

The  Dinosaur  Halls  at  the 

American  Museum  of  Natural  History 

Designer:  Ralph  Appelbaum  Associates  Inc. 


From  the  vicious  Velociraptors  of  Jurassic  Park  to 
television's  purple  and  endearing  (or  maddening) 
Barney,  dinosaui's  are  embedded  in  om-  culture,  at  once 
tenifying  and  familiar  But  what  were  those  beings  who 
roamed  the  eaith  tens  of  millions  of  yeai^s  ago  really  Uke? 
The  recently  restored  and  redesigned  Dinosaur  Halls 
at  the  Ameiican  Museum  of  Natural  Histoiy  in  New 
Yoi'k  give  a  richly  detailed  window  on  that 
world  and  entice  the  visitor  to  look,  touch, 
and  explore. 

Designed  by  Ralph  Appelbaum  Associates  Inc.  in 
New  York,  the  halls  are  open  and  airy.  Dinosaurs  are 
mostly  out  in  the  open,  rather  than  in  cases.  Visitors — 
typically  schoolchildren  in  the  mornings,  adults  in  the 
afteiTioons — can  walk  right  up  to  the  forbidding  Tyran- 
nosaurus  rex  and  sit  just  below  the  graceful,  long- 
necked  Apatosauiois  (populai'ly  but  incon-ectly  known  as 
Brontosaurus). 

The  exhibit  also  breaks  with  the  chronological  orga- 
nization of  the  past,  relying  on  a  classification  method 
known  as  cladistics  to  group  fossils  by  shared  physical 
traits.  "We  wanted  to  lay  the  exliibit  out  as  if  you  were 
moving  along  a  family  tree  rather  than  a  time  Une,"  says 


Lowell  Dingxis,  project  director  at  the  museum. 

The  idea,  says  Ralph  Appelbaum,  was  to  give  visitoi 
a  compelling  narrative  of  evolution  and  provide  the: 
with  enough  tnfoiTnation  to  turn  them  into  "joiuTieymt 
paleontologists."  At  various  points  in  the  exhibits,  tl 
shared  characteristics — from  grasping  hands  to  thre( 
toed  feet — are  described  and  illustrated  by  specimen 
An  evolutionary  path  is  traced  both  literally  and  fig-i 
ratively  through  the  halls. 

"The  beauty  of  this  project  was  in  the  way  inform; 
tion  was  presented,"  says  juror  Lorraine  Justic 
professor  of  design  at  the  Ohio  State  University  i 
Columbus.  A  "hierarchy"  of  information  is  tied  togetl 
er  aesthetically.  Younger  children  will  have  troub 
taking  everything  in,  but  there  are  so  many  levels  i 
research  available  that  everyone  ft"om  a  novice  to  a 
expert  can  learn  something. 

Computer  stations  dot  the  halls,  offe 
ing  video  clips  of  museum  curators  d( 
scribing  the  bones.  Child-height  panels  pot 
questions  and  offer  answers.  Robotic  jaws  demoi 
strate  just  how  these  creatures  chewed  and  grour 
their  food.  And  interesting  trivia  abounds:  It  tun 
out  Roland  T.  Bii*d,  who  in  1938  excavated  a  famous  d 
nosaur  footprint  path  in  Texas,  cruised  Western  Nori 
America  on  his  Harley-Davidson,  searching  for  fo; 
sils.  Natural  History  officials  and  trustees  told  A] 
pelbaum  they  wanted  to  banish  the  museum's  image  ; 
a  dusty  and  musty  place.  Not  to  worry.  The  dinosai 
halls  are  anything  but.  Viewing  these  fossils  is  a 
oddly  revivifying  experience.       d.nosaurs  are  ou 

By  Karen  Pennar   jn  the  open,  ratheV 
in  New  York    than  in  cases 
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ROM  THE  SCHOOL 
IF  HARD  KNOCKS 


rte  Wireless  CommPad 
'Signer:  Motorola  Inc. 

I  policeman  at  an  acci- 
%dent  site  uses  one  de- 
2e  to  make  a  quick 
etch,  fill  out  a  report,  is- 
e  a  citation — and  file  it 

headquarters  from  the 
ene.  The  same  device 
ables  a  warehouse  clerk 

check  in  hundreds  of 
ixes  by  quickly  scanning 
r  codes  on  the  merchan- 
se.  A  gas-utility  repair- 
an,  at  a  customer's 
luse,  uses  the  device  to 
!t  a  blueprint  of  a  dam- 
fed  furnace  from  its 
anufacturer. 

Sound  outlandish?  It's 


here  and  now,  thanks  to 
Motorola  Inc.  The  device 
is  the  Forte,  winner  of  an 
Industrial  Design  Excel- 
lence Award  for  communi- 
cations equipment.  The 
rugged  poilable  computei" 
is  crammed  with  the  latest 
gee-whiz  technology. 
Handwriting  recognition 
allows  you  to  take  notes, 
sign  your  name,  or  draw  a 
diagram.  A  two-way  radio 
means  you  can  send  and 
receive  data  at  high 
speeds.  A  light  sensor  au- 
tomatically adjusts  back- 
lighting for  easy  readabili- 


ty. It's  powered  by 
standard  batteries  that 
last  eight  hom-s. 

Ruggedness  is  a  key 
feature.  Motorola  wants 
to  sell  the  Forte  to  mo- 
bile workers  who  need 
constant  access  to  infor- 
mation— for  example, 
cops,  utility  workers,  and 
warehouse  employees. 
"Let's  just  say,  they  don't 
treat  their  tools  as  per- 
sonal items," 
says  designer  r 
Frank  M.  MiMiM*] 
Tyneski.  High-end  laptops 
that  cost  about  as  much 
as  the  Forte's  $5,450  offer 
a  faster  processor  and 
more  memory.  But  they 
are  not  likely  to  endure 
the  hard  knocks  the 
Forte  will.  The  computer 
can  withstand  dust  and 
harsh  weather,  too.  And 
it  won't  spark  even  if 
dropped  on  concrete — 


RUGGEDNESS  IS  KEY  IN 
THIS  VOICE/DATA  TERMINAL 
FOR  WORKERS  ON  THE  GO 

critical  to,  say,  a  utility 
repairman  looking  for  a 
gas  leak. 

The  Forte  was  origi- 
nally envisioned  as  a 
smaller  device — sort  of  a 
"ruggedized  Apple  New- 
ton," according  to  Tyneski. 
But  as  Motorola's  devel- 
opment team  spent  time 
working  with  customers  in 
the  field,  they  changed 
their  minds.  "We  decided 
it  was  better  to  have  it 
bigger  and  make  it  more 
usable  for  customers," 
says  Katherine  M.  Broad- 
well,  strategic  marketing 
manager  at  Motorola.  For 
example,  the  Forte's 
screen  expanded  to  seven 
inches  across  so  that  po- 
lice and  other  workers 
could  use  standard  soft- 
ware. It  weighs  4.17 
pounds. 

The  IDEA  judging  com- 
mittee was  most  im- 
pressed by  the  way 
Motorola  packaged  tech- 
nology for  specific  uses. 
Committee  members  rec- 
ognized that  the  Forte 
would  be  a  useful  tool  for 
mobile  workers  in  tough 
environments.  "It  may 
not  have  piize- 

 winning  aes- 

thetics,  but 
prize-winning  aesthetics 
wouldn't  survive  a  four- 
foot  fall,"  says  Michael  P. 
Gallagher,  manager  of 
the  design  center  for 
Crown  Equipment  Corp. 
in  New  Bremen,  Ohio, 
and  an  idea  judge  for  the 
communications-equipment 
award. 

By  Peter  Elstrorn 
in  Chicago 
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OPENING  UP 
EUROPE 

Macho  Rotary  Hammer 
Designer:  Black  &  Decker  Corp. 


Black  &  Decker  Corp.'s 
Macho  Rotary  Ham- 
mer can  punch  holes  in 
stone,  brick,  and  concrete. 
But  the  company's  real 
aim  for  the  13.9  pound 
jackhammer-drill  is  to 
carve  an  opening  for  B&D 
in  Europe's  $1.7  billion  in- 
dustrial and  professional 
tool  market. 

Now  available  world- 
wide, the  $1,200  tool  was 
designed  by  a  Black  & 
Decker  team  based  in  Id- 
stein,  Germany,  b&d  is 
betting  that  the  powerful 
hammer  will  position  its 
Elu  line  of  industrial  and 
professional  tools  against 
Bosch,  AEG,  Metabo,  and 
Hilti.  Elu  is  known  mainly 
for  its  precision  routers 
and  planers. 

Black  &  Decker's  chief 
designer  on  the  project, 
Germany's  Michael  Stirm, 
and  collaborator  Donald 
W.  Zurwelle  at  the  com- 
pany's U.  S.  design  center 
located  in  Towson,  Md., 
faced  conflicting  demands 
in  fashioning  the  Macho. 
Job-site  research  showed 
construction  workers 
wanted  a  hammer  that 
was  light,  vibrated  less, 
and  ran  cooler — yet 
drilled  faster  and  was 
more  durable.  "Until  re- 
cently, hammers  with  a 
faster  drilling  rate  were 

LIGHTWEIGHT  HOUSING  AND 
SOFT  RUBBER  GRIPS  MAKE 
THE  MACHO  USER-FRIENDLY 


harder  on  the  operator," 
says  Zurwelle. 

At  first,  the  designers 
couldn't  seem  to  get  the 
weight  down.  A  year  and 
a  half  into  the  project. 
Black  &  Decker  moved  to 
a  lightweight  carbon-fiber 
crank-and-drive  mecha- 
nism and  metal  housings 
constioicted  of  magnesium. 


The  result:  The  b&d  ham- 
mer weighs  about  two 
pounds  less  than  competi- 
tors'. To  make  it  still 
more  user-friendly,  the 
designers  borrowed  from 
Black  &  Decker's  winning 
DeWalt  line  of  profession- 
al tools  in  the  U.  S.  to 
give  the  Macho  soft,  oval- 
ized  rubber  grips. 

After  nearly  five  years 
in  develop- 
ment, the 
hammer  was 
released  in  Eui'ope  in  late 
1994.  First-year  unit  sales 
topped  75,000,  more  than 
twice  what  the  company 
had  expected.  The  ham- 


mer, which  Black  &  Dec" 
er  began  marketing 
the  U.  S.  in  Novemb 
1995,  as  part  of  its  B& 
Industry  &  Constructic 
line,  has  been  a  qui( 
gainer  at  home,  too.  D 
mand  for  a  time  was  ; 
brisk  that  European  ai 
American  staffers  vied  f 
scarce  inventory.  Wii 
production  ramped  u 
would-be  bu 
ers  no  longi 
have  to  pre 
their  machismo  fightir 
over  the  Macho.  Using 
will  do. 

By  Roy  Furchgc 
in  Baltimo 
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SONY  HAS  A 
SMASH  WITH  ITS 
KID-  AND  ADULT- 
FRIENDLY 
PLAYSTATION 


HAT'S  3-D 
INTERTAINMENT 

jyStation 

signer:  Sony  Corp. 

^ony  Corp.  Art  Director  Teiyu  Goto  had  been  de- 
r signing  best-selling  TVs  and  stereo  systems  for 
)re  than  a  decade,  but  his  marching  orders  for  the 
w  PlayStation  home  game  system  presented  techno- 
?ical  and  marketing  hurdles  that  would  fluster  most 
cade  freaks.  Somehow,  he  had  to  come  up  with  a 
ntroller  for  the  game  that  would  allow  players  to 
vigate  cars,  kickboxers,  and  projectiles  through  a 
3ving,  three-dimensional  landscape.  Moreover,  the 
ntroller  had  to  be  easy  and  fun  for  both  children 
d  adults. 


Goto  spent  the  early  months  of  1994  sand- 
papeiing  dozens  of  aciylic  foam  controller 
prototypes  and  testing  them  on 
focus  gr'oups  of  employees  at 
Sony  Computer  Enter- 
tainment.   The  re- 
sponse was  not  en- 
couraging. The  adults 
were  uncomfortable, 
unsure  how  to  hold  it. 
Refinements  continued. 
Goto  tested  a  prototype  on 
a  gToup  of  children  age  10  to 
15.  "They  just  took  to  it,  hold- 
ing it  in  various  ways,"  he  says. 
"We  finally  had  confidence  in  our 
design." 

The  final  product  has  a  novel  keypad 
with  a  grip  on  each  side  with  buttons  on 
both  the  top  and  far  front  side.  The  gi-ip 
allows  it  to  be  grasped  between  the  thumb 
and  the  index  finger,  leaving  both  digits  free  to  press 
buttons.  The  trick  was  making  the  grip  light  and  small 
enough  for  young  children  to  get  their  fingers  around, 
yet  not  too  small  for  adults  to  hold  comfortably.  The 
grip's  smooth  texture  helps  because  hands  can  more 
easily  find  a  natural  position. 

While  the  PlayStation  controller  looks  like  part  of  a 
game,  the  compact,  rectangular 

box  that  holds  the  brains  of  the  ^^^^l^T^a^^^ 

system  has  the  Unes  of  a  spai'e, 
modern,  high-end  computer.  This  design  concept  was 
dictated  by  price.  At  $299 — recently  cut  to  $199 — it  is 
far  too  expensive  for  a  mere  toy.  Sony  also  wanted  to 
stress  the  computational  horsepower  of  the  PlayStation, 
which  uses  a  microprocessor  that  the  company  claims 
has  the  number-crunching  speed  of  a  circa-1988  IBM 
mainframe  that  sold  for  $15  million. 

The  PlayStation's  smooth,  pmplish-gray  box  uses  a 
simple  circle-and-square  motif.  It  is  dominated  by  an 
oversized  circular  lid  that  opens  for  inserting  cd-rom 
game  software.  Smaller  cii'cles  are  used  for  the  power, 
reset,  and  open-lid  buttons,  all  of  which  can  be  reached 
easily  fi-om  any  angle. 

PlayStation  has  been  a  commercial  smash,  selKng  5 
million  units  worldwide  since  its  release  in  Japan  in 
December,  1994.  "PlayStation  is  a  major  milestone  in 
the  field,"  says  Industrial  Design  Society  of  America 
judge  Tom  Mason  of  Fisher-Price  Inc.  "Sony  is  so 
good  at  simplifying  through  design  and  getting  to  the 
elemental  functions  of  a  product."  As  technology  grows 
more  complex,  Sony's  design  abihties  will  become 
even  more  important. 

By  Steven  V.  Brull  in  Tokyo 
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NOW,  THAT  DIDN'T 
HURT  A  BIT 

Humphrey  Instruments'  Field  Analyzer  II 
Designer:  I  DEO 


For  the  1  million  Ameri- 
cans who  have  been  di- 
agnosed with  glaucoma, 
"perimetry"  testing  to 
monitor  blind  spots  devel- 
oping in  their  eyes  is  an 
unpleasant  necessity.  Pa- 
tients must  put  their  heads 
into  a  large  metal  box,  are 
exposed  to  blinking  lights 
that  vary  in  intensity,  and 
push  a  button  to  signal 
perception  of  the  lights. 

WITH  FIELD  ANALYZER  li, 
"PERIMETRY"  EYE  TESTING 
IS  FAR  LESS  TORTUROUS 


This  tedious  test  can 
take  40  minutes  or  more. 
And  the  ergonomics  of 
the  large,  noisy,  uncom- 
fortable metal  analyzers 
"were  out  of  the  Spanish 
Inquisition,"  admits  Vin- 
cent M.  Patella,  head  of 
the  glaucoma  business 
group  for  medical-device 
maker  Humphrey  Instru- 
ments Inc.  in  San  Lean- 
dro,  Calif. 

IDEO  Product  Develop- 
ment, based  in  Palo  Alto, 
Calif.,  has  gone  to  great 


lengths  to  make  glaucoma 
testing  less  of  an  ordeal. 
Its  award-winning  Field 
Analyzer  II,  which  costs 
$12,000  to  $22,000,  pays 
close  attention  to  human 
factors  and  patient-opera- 
tor interaction.  The  cen- 
tral innovation  was 
di'eamed  up  at  Humphi'ey, 
which  has  70%  of  the  mai"- 
ket  for  such  test  gear. 
Humphi'ey  de- 
signed an 
evenly  Ut,  con-  ^^■'^•J 
cave  bowl  assembly  that 
fits  into  a  unit  half  the 
size  of  the  previous  ma- 
chine. IDEO  saw  that  the 
straight,  rigid  lines  of  old- 
er machines  did  not  easily 
accommodate  diverse  hu- 
man shapes.  Nor  could 
they  comfortably  serve 
patients  in  wheelchairs. 


IDEO  addressed  those  it 
sues  for  Humphrey  wit 
fall-away  curved  lines. 

The  Field  Analyze 
screen  is  mounted  at 
right  angle,  which  permit 
the  operator  to  guide  th 
patient  with  a  gentl, 
touch.  "The  form  and  cole 
of  this  new  design,  wit 
its  accessible  and  easy-t 
use  controls,  are  inviti 
to  the  patient 
——^^^  notes  desi 
juror  Caro 
A.  Bilson,  an  idea  jur 
and  program  manager 
Digital  Products  at  Eas 
man  Kodak  Co. 

Another  patient-frien 
ly  feature  is  the  mous 
like  device  for  patients 
signal  their  light  perce 
tions.  "That  could  ha 
been  a  design  project 
by   itself,"   says  Chr 
Loew,  the  iDEO  design 
in  charge  of  that  featur 
Since  so  many  patien 
are  elderly  and  arthrit 
the  old  thumb  plung 
which  must  be  press 
hundreds  of  times  in  o 
test,  often  fatigues  the 
fingers.  Loew's  desig 
with  a  large  button  are 
allows  for  much  gentl 
motions  to  activate  tl 
switch. 

Patella  says  that  t 
lowering  the  misery  lev 
of  taking  these  tests,  do 
tors  hope  that  patien 
will  be  more  willing  1 
take  them — and  the  ove 
all  quality  of  care  will  ir 
prove.  Then  doctors  a 
make  better  decisioi 
about  treatment  option 
ranging  from  eyedrops  ■ 
laser  procedures  to  fu 
blown  surgery. 

By  Joan  O'C.  HamMU 
in  Palo  Al' 
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lELPING  KIDS 

;et  the  point 

ivetti's  Brain  Gear  Sharpener 
ssigner:  Staubitz  Design 

f  J.  Todd  Althoff  has  his  way,  no  properly  equipped 
kid  will  go  back  to  school  next  fall  without  a 
ittery-operated  Brain  Gear  pencil  shai-penei".  Althoff's 
)mpany,  the  Royal  Consumer  Products  Div.  of 
livetti  Office  USA  in  Bridgewater,  N.  J.,  is  one  of  a 
:'0wing  number  of  companies  that  are  applying  to 
inexpensive  consumer  products 
the  kind  of  good  design  that 
once  went  exclusively  into 
gh-end  goods  usually  made  in  Europe. 
''We  wanted  an  affordable,  fun,  kids'  pencil  sharp- 
ler  that  is  easy  to  use,"  explains  Althoff,  who  is 
oyal's  vice-president  for  marketing  and  product  de- 
ilopment.  At  $9.95,  it  is  $2  less  than  a  Panasonic  en- 
y  in  the  Staples  Inc.  catalog.  "The  simplicity  really 
:"ew  our  attention,"  explains  juror  Eric  P.  Chan, 
'esident  of  Ecco  Design  Inc.  in  New  York.  Fash- 


ioned by  Staubitz  Design  Asso-  beiasw  utrtK  Pt^csL 
dates  in  CoUinsville,  Conn.,  the   sharpener:  sharp 

,  11^  1     LOOKS,  SOFT  PRICE 

sharpener  is  designed  to  appeal 

to  youngsters.  Staubitz  chose  bright  colors  and  a 
bright-green  pencil  entry  hole.  The  unit's  heavy-duty 
helical  cutter  puts  a  quality  point  on  the  pencil.  It's  so 
cool,  even  adults  might  want  one. 

By  Resa  King  in  CoUinsville,  Conn. 


1996  IDEA  WINNERS 


USINESS  &  INDUSTRIAL  PRODUCTS 


>LD 

utz-Fahr  Agrotron  Tractors  A&R 

dustrial  Design,  Macomb,  Mich.. 

•  Deutz-Fahi-  Agi-aiteelinik, 
ilogne,  Germany 

jitsu  POS  Ziba  Design,  Portland, 
e.,  and  Fujitsu.  Tokyo 
Focus  Lite  Pro  210  Ziba  Design, 
rtland.  Ore.,  and  In  Focus 
stems.  Wilsonville,  Ore. 
crosoft  EasyBall  Teague, 
idmond,  Wash.,  and  Microsoft, 
'dmond,  Wash. 

mbol  PPT  4600  Symbol,  Bohemia, 
Y.,  and  Altitude,  Boston,  for  Sym- 
1  Technologies,  Holtsville,  N.Y. 

LVER 

'  SureStore  Optical  Hewlett- 
.ckai-d,  Greeley,  Colo.,  for  HP, 
lo  Alto,  Calif. 

ndston  Product  Line  Bi-essler- 
oup,  Philadelphia,  and  Langston, 
leny  Hill,  N..J. 

icintosh  Performa  5200  Apple 
imputer,  Cupertino.  Calif.,  for 
)ple  Computer 

arTac  Motorola,  Liberty\ille,  III, 

•  Motorola 

mbol  LS  4000  Symbol,  BolieiTiia, 
Y.,  and  Altitude,  Boston,  for  Sym- 


bol Technologies,  Holtsville,  N.Y. 
Symbol  PDT  4000  Symbol,  Bo- 
hemia. N.Y.,  and  Altitude,  Boston, 
for  Symbol  Technologies 
World  Mark  Family  of  Servers  NCR, 
Dayton,  for  NCR 

BRONZE 

Air  Communicator  Tonic,  Palo  Alto, 
CaUf.,  for  Au-  Conrmimications,  San 
Jose,  Calif. 

EFI  Fiery  XJ  Ziba  Design,  Portland. 
Ore.,  and  Electronics  for  Imaging, 
San  Mateo,  CaUf. 

Forte  Voice/Data  Wireless  CommPad 

Motorola,  Ft.  Lauderdale.,  for 
Motoi'ola.  Schaumbiu'g,  111. 
FreeHand  Headset  Design  Continu- 
um, Boston,  and  Plantronics.  Santa 
Ci-uz,  Calif.,  for  Plantronics 
In  Focus  Power  View  820  Ziba 
Design,  Poitland.  Ore.,  and  In  Focus 
Systems.  Wilsonville,  Ore. 
Meridia  Multimedia  Tablet  Ziba 
Design,  Portland,  Ore.,  foi'  Taiwan 
Computer  Alliance,  Taipei 
Metro  Bowtie  Dunnage  Rack  Inter- 
meti'o  Industiies,  WiLkes-BaiTe,  Pa., 
for  Inteimetro  Industiies 
Realist  5015/5030  Printers  Design 
Continuum,  Boston,  and  IRIS 
Graphics.  Bedfoi-d,  Mass.,  for  IRIS 
Grapliics 


eONSIMER  PRODUCTS 


GOLD 

Air  Zoom  Flight  Nil<e,  Beaverton, 
Ore.,  for  Nike 

Aspire  fi-ogdesign,  Sunnyvale,  Calif., 
for  Acer  Ameiica,  San  .Jose,  Calif 
Century  Cuddle  Tub  &  Huggy  Bath 

Centmy  Products,  Macedonia,  Ohio, 
and  Anderson  Design  Associates, 
Plain\ille,  Conn. 

Kenwood  KC-Zl  Ziba  Design,  Port- 
land, Ore.;  Kenwood  USA,  Long 
Beach,  Calif.;  and  Next  Frame, 
Boston 

LEAP  Router  Ryobi  Motor  Products, 
Pickens,  S.C.,  and  Alsup  Watson 
Associates,  Conyers,  Ga.,  for  Ryobi 
America,  Anderson,  S.C. 
Macho  Rotary  Hammer  Black  & 
Decker,  Idstein,  Geiniany,  and 
Black  &  Decker  U.S.,  Towson,  Md., 
for  Black  &  Decker  U.S. 
Y-33  Bike  Tr-ek  USA,  Waterioo, 
Wis.,  for  Ti-ek  USA 

SILVER 

AM/FM  +  Ti  es  Design  Group, 
Chicago,  for  Terk  Teclinologies, 
Plainview,  N.Y. 

Bagel  Slicer  Ancona  2,  New  York, 
for  VIA— An  Ekco  Gi'oup,  Engle- 
wood  Cliffs.  NJ. 

Brain  Gear  Sharpener  Staubitz  Design 


Associates,  CoUinsville,  Conn.,  for 
Olivetti  Office  USA,  Biidgewater, 
N.J. 

Eureka  Victory  Etu-eka,  Bloomington, 
111. 

Panasonic  Wet/Dry  Electric  Shaver 

Hauser,  Westlake  Village,  Cahf., 
for  Panasonic,  Secaucus,  N.J. 
Phonics  Desk  &  Traveler  Ignition, 
Piano,  Tex.,  and  Lea])fi'og,  Berkeley, 
Calif.,  for  Leajift'og 
PlayStation  Sony,  Tok-yo,  for  Sony 
Computer  Entertainment 
VideoGuide  IDEO,  Boston,  and 
VideoGuide,  Bedford,  Mass.,  foi' 
VideoGuide 

BRONZE 

Bose  Jewel  Cube  Speaker  Bose, 
Fi'amingliam,  Mass. 
Captive  Nut  Southco,  Concordville, 
Pa.,  for  Southco 

GE  European  Appliances  General 
Electric  Appliances,  Louisville,  Ohio; 
Design  Central,  Columbus,  Ohio; 
and  Information  Design  Group, 
Columbus,  Ohio 
Genesis  Play  Structure  Brooks 
Stevens  Design,  Milwaukee,  for  BCI 
Bm'ke,  Fond  ilu  Lac,  Wis. 
InTouch  Organization  Hauser,  West- 
lake  Village,  Calif.,  for  Interbath, 
City  of  Industry,  Calif. 
Medicine  Bottle  Tool  PhainnaDesign, 
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JUST  ONE  OF  THE  29  AIHl 

TO  US  FORMAINTENANCl 


lES  WHO  COME 

Air's  maintenance  program  is  internationally  recognised.  For  example,  we  have  received 
Dus  first  prize  for  aircraft  reliability  five  times.  Little  wonder  29  airlines,  including  British 


Airways,  Lufthansa,  Qantas  and  Singapore 
Airlines,  ask  us  to  service  their  aircraft  when 
they  visit  Seoul  It's  just  one  more  pleasant 
surprise  you'll  find  with  Korean  Air,  and 
one  more  reason  you  should  fly  with  us. 


KOREAN  AIR 


)  R  r  '  •  G  IN        ■)  N 


Annual  Design  Awards, 


WaiTen.  NJ.,  for  PhannaDesigTi 
Oil  Filter  Gripper  Davison  & 
Associates,  Oalcmont,  Pa.,  for 
FloTool  International,  Tiistin,  Calif. 
0x0  Good  Grips  Tea  Kettle  Smait 
Design,  New  York,  for  0X0  Inter- 
national, New  Yoi'k 
Prolite  Helmet  Design  Worl-cshop, 
Ottawa,  ;uk1  Bioldnetics  & 
Associates,  Ottawa;  for  Intemational 
Pviding  Helmets,  Staten  Island,  N.Y. 
Short  Cuts  Smart  Design,  New  York, 
for  Details/Steelcase,  New  York 
WorkHorse  Bell  Sports,  Los  Gatos, 
Calif,  for  Bell  Sports,  Scottsdale, 
Aiiz. 

2001  Series  Zipperless  Wetsuit 

Billabong  Wetsuits,  Costa  Mesa, 
Calif.,  and  Brad  Bissel  Industrial 
Design,  Los  Gatos,  Calif.,  for  Bill- 
abong LISA 

13-inch  TV  Tliomson  Consumer 
Electronics,  Indianapolis,  for  Thom- 
son C'onsumer  Electronics 


MEM 


GOLD 

Apple  Exhibit  Recycling  Maulv 
Design,  San  Francisco;  G.E.D., 
Chicago;  and  Apple  Computer, 
Campbell,  CaUf. 

Dinosaur  Halls  Ralph  Appelbaum 
Associates,  New  York;  Kevin  Roche 
John  Dinkeloo  &  Associates,  Ham- 
den,  Conn.;  H.M.  Brandston  &  Pait- 
nei's.  New  York;  Chedd-Angier  Pro- 
duction, New  York;  C-Wave,  San 
Francisco;  and  Hall  Ti'ain  Moving 
Pictm'es,  Toi'onto;  for  Ajnerican  Mu- 
seum of  Natui-al  Histoiy,  New  York 
Lee  Printwear  Booth  Fitch,  Wor- 
thington,  Ohio,  for  Lee  Piintwear, 
Martinsville,  Va. 

Wolverine  World  P^itch,  Worthington, 
Ohio,  and  Hush  Puppies,  Rockford, 
Mich.,  for  Wolverine  Woi-ld  Wide, 
Rockfortl,  Mich. 

SILVER 

CCB7,  Instore  Bank  Branch  NCR, 
Dayton,  foi'  Central  Cai'olina  Bank, 
Durham,  N.C. 

Duncan  Aviation  Exhibit  Mauk  De- 
sign, San  Francisco,  for  Duncan  Avi- 
ation, Lincoln,  Neb. 
Inventure  Place  Hands  Onl.  St.  Pe- 
tei-sbiu'g  and  Newjjoit  News,  Va.,  for 
Inventm-e  Place,  Akron 
Korean  War  Veterans  Memorial  Louis 
Nelson  Associates,  New  York;  Frank 
Gaylor'd,  Ban-e,  Vt.;  and  Coojjer- 
Lecky  Architects,  Washington,  D.('.; 
for  Korean  Wai-  Veterans  Memorial 
Advisoiy  t>o;u'd,  Wasliington 
Rock  &  Roll  Hall  of  Fame  &  Muse- 
um Bunlick  Grou|j,  San  Francisco, 
foi-  Rock  &  Roll  Hall  of  Fame  & 
Museum,  Cleveland 

BRONZE 

Nobu  Restaurant  Rockwell  Architec- 
ture, New  York,  for  Rockwell  Nobu, 
New  York 

What  Price  Freedom  Kal])h  Apjjel- 


baum  Associates,  New  York; 
Sevenid  Associates,  New  York; 
H.M.  Brandston  &  Partners,  New 
York;  Haiiy  Chancey  Jr,  New  York, 
Lovett  Pi'oductions,  New  York;  for 
New  York  Public  Libi-aiy 
Whirlpool  Design  Library  Wliulpool, 
Benton  H;u'lioi\  Mich. 


GOLD 

Confair  Wiege,  Bad  Miinder,  Ger- 
many and  (folding  table  only)  Aji- 
dreas  Storiko,  Milan,  for  WiUdiahn, 
New  York 

Solstice  Chipmim  Design,  Austin, 
Tex.,  for  Landscape  I^mis,  Kala- 
mazoo, Mich. 

SILVER 

Modus  Klaus  Franck,  Hanover, 
Geimany;  Werner  Sauer,  Eldagsen, 
(jeiniany;  and  Wiege,  Bad  Munder, 
Geimany,  for  Willdiahn,  New  York 

BRONZE 

Crossings  Haworth,  Holland,  Mich., 
for  Haworth 

zoe  wfashlet  Birsel  Design,  New 
Yoi-k,  and  Toto,  Tokyo,  for  Toto 


MEDICAL  &  SCIOmFIG  EQUIPMBn 


GOLD 

Field  Analyzer  II  IDEO,  San  Fran- 
cisco, and  Humjjhrey  Instmments, 
San  Leandro,  Calif.;  foi'  Hum]3lii'ey 
Instmments 

Freedom  Aire  Helmet  System  Mor- 
phLx  Design,  Newport  Beach,  CaUf.; 
Stackliouse,  Riverside,  Calif.;  and 
Mina  Product  Development,  Co.sta 
Mesa,  CaUf.;  for  Stackhouse,  Pahn 
S]irings,  CaKf. 

SILVER 

Imagn  2000  Lunai-  Design,  Palo 
Alto,  Calif.,  and  Biometric  Imaging, 
Mountain  View,  Calif.,  for  Biometric 
Imaging 

Legend  designDESIGN,  Cardiff  by 
the  Sea,  Calif.,  and  Smith  & 
Nephew  Donjoy,  Carlsbad,  CaUf.,  for 
Smith  &  Nephew  Donjoy 
Sonoline  Elegra,  Prima  &  Versa  Pro 
Siemens  Medical  Systems,  IssaquiJi, 
Wash.,  for  Siemens  Medical  Systems 

BRONZE 

AIRIS  MR  Imaging  Systems  Hitachi, 
Tokyo  and  (  'hiba.  .Ja|)an,  for  Hitachi 
Medical  Systems  America 
5500A/Coil  Fluke,  Everett.  Wash., 
for  Fluke 

Clinitron  At-Home  Therapeutic  Bed 

Hill-Rom,  ChcU'leston.  S.C.,  for 
Hill-Rom,  Batesville,  Ind. 
Genotropin  Pen  Ergonomi  Design 
Gini)pen,  Br<imma,  Sweden,  for 
Phanriacia  &  L'jijohn  Petide 
Hoiniones,  Stockholm 
HP  Battery  Support  System  Hewlett- 
Packard,  McMinnville,  Ore. 
Stethoscope  :',M.  St.  Paul.  Minn., 
for  3M 


PACKAGiHG.  GRAPHICS  & 
USER  IKTERFACE 


GOLD 

Evian  Natural  Spring  Water  Bottle 

Evian,  France 

Hush  Puppies  Kids  Fitch,  Worthing- 
ton, Oliio,  for  Hush  Puppies,  Rock- 
ford,  Mich. 

Rock  &  Roll  Hall  of  Fame  Interactive 
Computer  Program  Burdick  Gi  ouj), 
San  Francisco,  for  Rock  &  Roll  Hall 
of  Fame  &  Museum,  Cleveland 

SILVER 

Joe  Boxer  Watch  Packaging  Smait 
Design,  New  York,  and  J(ie  Boxer, 
San  Francisco,  for  Timex,  Middle- 
bmy.  Conn. 

Quicken  Version  5  for  Windows  Hen- 
ly  Dreyfuss  Associates,  New  York, 
for  Intuit,  Mountain  View,  Cahf. 
VizAbility  MetaDesign,  San  Francis- 
co; and  Kiistina  Hooper  Woolsey, 
Scott  Kim,  and  Gayle  Cmtis, 
Greater  Bay  Ai-ea,  CaUf.;  for  PWS 
PubUshing,  Boston 

BRONZE 

Baart  CD-Rom  IDEO,  San  Francisco, 
for  IDEO 

Tour  Disk  IDEO,  San  Francisco,  for 
IDEO,  Palo  Alto.  CaUf. 


GOLD 

Jet  Boat  Bombardier  Sea-Doo,  Que- 
bec and  Grant,  Fla.,  for  Bombai'cUer 
MotoiTzed  Consumer  Products 
Grou]3,  Valcoml,  Que. 

SILVER 

Century  Class  FreightUner,  Portland, 
Ore.,  for  FreightUner 
Convertible  Console  System  Ford 
Motor,  Dearborn,  Mich.,  Britam,  and 
Australia,  for  Ford 
Cross-over  Truck  Storage  Rubber- 
maid, Wooster,  Ohio,  for 
Rubbeimaid 

Pickup  Truck  Camper  Greenlee- 
Hess  Inilu-strial  Design,  Mayfield, 
Ohio,  for  Roamer,  Aubmn  HiUs, 
Mich. 

BRONZE 

Astra  'Galaxy'  Business  Jet  Interior 

Heniy  Dreyfuss  Associates,  New 
York,  for  Astra  .Jet,  Piinceton,  N  J. 
Golight  Lucky  Chin,  Denver,  and 
GoUght,  Hayes  Center,  Neb. 


DESIGN  EXPUNUmONSI 


GOLD 

MACHINEART  Kawasaki  MK9 

MacWneait,  Hoboken,  NJ.,  for 
Machineait 

Philips'  Vision  of  the  Future  PhiUps, 
Eindhoven,  The  Netherlands 
Total  Media  IDEO,  Palo  Alto,  CaUf., 
for  IDEO/Samsung  Studio 
Touching  Watch  Shih-Chun  "David" 
Wang  and  Shyh-.Jye  Wang,  Tainan 
('ity,  Taiwan 

Vision  Project  IDEO,  Palo  Alto,  CaUf. 


Wayfinding  Research  Joseph  A. 
Ma.\weU-ID,  Biunsville,  N.C; 
DeWitt  &  Associates,  Glen  Rock, 
NJ.;  Envii'onments  For  Living, 
Winchester,  Mass.;  PauIAithm- 
Visu  Com,  Toronto;  Interface 
Analysis,  San  Mateo,  CaUf.;  and 
HTM  Group,  Green  Moimtain,  N.C 
for  Hillsborough  County  Aviation 
Authority  at  Tampa  Intemational 
Aiiport,  Tampa. 

SILVER 

DVD  Audio  Tower  Thomson  Con- 
sumer Electronics,  IndianapoKs., 
for  Thomson 

Nissan  Fev  II  Nissan  Design 
International,  San  Diego 
Pic/Nic  Design  Edge,  Austin,  Tex., 
for  Edge  Works,  Austin,  Tex. 

BRONZE 

Fat  Billy  IDEO,  Palo  Alto,  CaUf., 
for  Matsushita,  Toyonaka  Osaka, 
Japan 

Ford  GT90  Ford  Motor,  Deaitoni, 
Mich. 

Gerry  Clear  Choice  Baby  Monitor 

Ziba  Design,  Portland,  Ore.,  and 
Geny  Baby  P*i-oducts,  Thornton, 
Colo. 

Nortel  Prospect  Nortel,  Ottawa 


STUDBit  DESIGNS 


GOLD 

.com:  A  Concept  in  Personal  Com- 
munications Scott  Evans  at  Centei 
for  Creative  Studies,  Detroit,  spon 
sored  by  NCR 

Thermal  Oximeter  Monitoring  &  Me 
ical  Device  JoaWm  Ahlstrom  and 
Kent  Pearson  at  Art  Center  CoUej 
of  Design,  Pasadena,  CaUf., 
sponsored  by  Nortlu'op  Grumman 

SILVER 

ESBE  1  Michael  Sans  and  FridoUi 
Beisert  at  Ait  Center,  Pasadena, 
CaUf 

the  muse  Chiistopher  Graefe,  Der 
Wahila,  and  Justm  Magim-e  at 
Carnegie  Mellon  University, 
Pittsburgh,  sponsored  by  Apple 
Computer 

Satellite-Pluto  Express  Craig  Kern- 
ber,  Todd  Le\y.  Geoff  Kater,  Wonj 
John,  Bainai'd  Lee,  Shane  Estanis 
lao,  Pascal  Wawoe,  James  Clunc, 
John  Elezo\ic,  and  Mai-k  Weaver 
at  Alt  Center,  Pasadena,  CaUl'., 
s])onsored  by  JPL 

BRONZE 

ALCHEMY  Body  Chemistry  Joel  De 
man  at  Pratt  Institute,  Brooklyn, 
NY. 

Motor  Grader  140H  Chuan-Kai  Lii 
Michael  Chtng  and  Hiro  Takahashi 
at  Alt  Center,  Pasadena,  CaUf., 
sponsored  by  Cateipillai' 
Paw  Prints  Janice  Ritter  at  CaUfoi' 
nia  State  University  at  Long  Beat 
TheSOCK  piranha  Chiistopher 
Kubiak  at  Pui-due  Llnivei-sity,  Wet 
Lafayette,  Ind. 


88  BUSINESS  WEEK  /  JUNE  3.  1996 


How  to  push  the 

envelope  and  still 


fit  inside  it. 


THE  NEW  133  MHi  PENTIUM®  PROCESSOR-POWERED 
DIGITAL  HiNOTE  ULTRA"  II.  ABOUT  FOUR  POUNDS  LIGHT  AND  ONE  INCH  THIN. 


PENTIUM- PROCESSOR: 

100  MHz,  120  MHz. 
and  133  MHz 

SYSTEM  MEMORY: 

8  MB  to  40  Mli  RAM 

HARD  DRIVE: 

IDE;  «10  MB,  1.0«  GB, 
or  1.35  GB  user-removable 
FEATURES: 

VGA  and  SVGA  TFT 
LCD  screens  with  local  bus 

graphics  and  BitBLT 
engine,  full  array  of  standard 
ports,  integrated  IrDA 
standard  infrared. 


Make  no  mistake  -  Digital  FC;  technol- 
ogy knows  no  bounds.  Our  newest 
notebook,  however,  knows  tlie  bounds 
of  1 . 1  inch  by  S..S  inches  by  1  1  mclies. 
It's  the  new  Digital  HiNote  Ultra  "  II. 
Slim,  sleek  and  stuffed  to  the  gills  with 
every  power-user 
goodie  imaginable  — 
including  the  np- 
roarintr  133  MHz 


pentium 


Fentuim"  processor.  Proving  yet  again 
that  it  you  want  to  be  on  the  cutting 
edge.  It  helps  to  be  razor  thin. 

Call  1-S0()-DI(;ITAL  and  press  3 
tor  your  nearest  reseller  or  visit  our 
Web  site  at  www.pc.digital.com. 

mem 

PC 
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Cover  Story 


OUR  LOVE  AFFAIR 
WITH  STOCKS 

The  promise-and  perils-of  putting  faith  in  Wall  Street 


It's  everywhere  you  look:  splashed  across  television 
screens,  newspapers,  book  jackets,  Web  sites.  It's  the 
hot  topic  around  office  watercoolers,  at  cocktail  parties, 
gyms,  bars,  golf  courses,  beauty  salons.  It  seduces  taxi 
drivers  and  corporate  executives,  farmers  and  artists. 
For  many  people,  it  becomes  an  obsession,  dominating 
their  thoughts  and  dictating  their  actions.  But  despite 
near-religious  zeal  of  some  of  its  followers,  this  is  a  de- 
adly secular  phenomenon.  It's  the  stock  market, 
ndividuals  across  America  are  mesmerized  by  a  market 
t  has  rocketed  almost  60%  in  just  19  months.  The  stock 
rket's  promise  of  strong,  steady  gi-owth  exerts  a  powerful 
ire  in  these  anxious  times.  As  the  market  pushes  ever 
her,  as  job  insecurity  mounts,  and  as  more  companies 
e  employees  the  opportunity — and  the 
'den — of  investing  their  retirement  sav- 
s,  people  are  relying  on  stocks  as  never 
ore. 

rhe  nation's  infatuation  with  equities 
is  enomious  promise  for  individuals,  com- 
lies,  the  economy,  and  the  mai'ket  itself. 
5  flood  of  money  pouring  into  equities 

I  boosted  the  net  worth  of  millions  of 
lericans,  linking  them  more  closely  to 

fortunes  of  Corporate  America.  At  the 
fie  time,  it  is  leading  to  what  amounts  to 
ransfer  of  wealth  from  the  coiporation  to 

individual.  Old-fashioned  pension  plans 
ivided  employees  with  a  fixed  benefit,  re- 
■dless  of  market  perfonnance.  If  the  mai- 

rose,  companies  would  reap  the  big  ben- 
— sharply  lower  costs  for  the  pension 
n.  But  now  that  many  companies  have 
fted  to  401(k)  pension  plans  and  their 
ployees  have  piled  into  stocks,  the  big 
rket  gains  are  going  to  the  little  guys. 
ING  IN.  But  companies  are  benefiting  from 
'  bull  market  as  well.  As  demand  by  in- 
iduals  pumps  up  stock  prices,  a  corpora- 
n's  cost  of  raising  capital  plummets.  The 

II  market  has  increased  access  to  capi- 
,  not  only  for  established  companies  but 
0  for  smaller  companies  that  are  so  cm- 


The  rich,  as 
always,  still 
own  the  bulk 
of  equities. 
Yet  more  than 
51  million 
Americans  now 
hold  shares,  up 
from  6  million 
in  the  1950s 


cial  to  economic  growth  and  job  creation.  That  capital  lets 
companies  take  risks,  innovate,  and  become  stronger  global 
competitors.  Not  least,  it  spurs  economic  growth. 

But  the  new  love  affau-  with  stocks  also  exposes  millions  of 
Americans  to  risks  they've  never  before  encountered.  The 
risks  could  affect  even  more  millions  if  proposals  ever  pan  out 
to  allow  workers  to  dii'ect  part  of  theii*  Social  Seciuity  payroll 
taxes  into  stocks.  "Wliat  we're  seeing  is  the  democratiza- 
tion of  risk,  and  that  has  good  and  bad  implications,"  says 
Roger  M.  Kubarych,  general  manager  of  investment  fii-m 
Henry  Kaufman  &  Co. 

Many  investors  in  the  market  today  are  buying  in  as  the 
market  hits  record  highs.  "People  are  buying  at  or  near  the 
market  top,"  warns  Joel  Unger,  vice-president  of  New  York's 
Stralem  Investments,  reflecting  the  con- 
ventional view  on  Wall  Street.  What's  at- 
tracting them  is  30%-plus  returns  of  recent 
years  and  the  hope  that  those  gains  will 
be  repeated.  Far  more  likely,  however,  is 
that  the  market  will  settle  down  to  its  his- 
torical average  of  about  10%  a  year,  with 
the  possibility  of  a  couple  of  years  of  mea- 
ger gains.  Many  individuals  and  their  fimd 
managers  gained  then-  investing  exi^erience 
dming  a  period  of  disinflation  that  produced 
the  bull  market.  If  individuals  have  um-eal- 
istically  high  expectations,  they  could  be- 
come discouraged  and  dump  equity  hold- 
ings during  market  downcycles.  The 
consequences  could  be  far-reaching — and 
devastating. 

As  more  people  move  into  equities,  they 
are  moving  out  of  individual  stocks  (page 
98)  and  into  mutual  funds.  They  leave  the 
responsibility  for  picking  specific  stocks  to 
fimd  managers,  although  they  can  still  move 
in  and  out  of  the  market  by  switching  into 
cash  01-  other  assets.  The  result:  an  incred- 
ible concentration  of  power  in  a  handful  of 
mutual-fund  companies.  The  top  10  fimds 
control  about  half  of  the  industry's  $3  tril- 
lion in  assets.  Almost  half  of  that  $3  trillion 
is  in  equity  mutual  fimds,  up  from  about 
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WIFE,  MOTHER-AND  DILIGENT  INVESTOR 
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lor  years,  I  had  been  buying 
stocks  in  my  mind,"  says  Janet 
Norris,  a  43-year-old  mother  of 
two  in  Salinas,  CaUf.  But  until  late 
last  year,  the  only  equity  she  and  hei' 
husband,  Larry,  owned  was  50  shares 
of  Larry's  employer,  William  Wi'igley 
Jr.  Co.  After  following  the  market 
for  10  years,  says  Noms,  "the  time 
came  when  I  had  to  make  a  financial 
commitment  myself." 

Norris,  who  is  getting  a  master's 
degi'ee  in  accounting  at  California's 
San  Jose  State  University,  took  her 
first  small  step  in  the  stock  market 
18  months  ago.  She  enrolled  in  an  in- 
vestment plan  offered  by  the  Nation- 
al Association  of  Investors  Corp.,  a 
nonprofit  organization  that  educates 
individuals  about  the  stock  market. 
Through  the  naic,  Noms  was  able 
to  buy  one  share  of  stock  at  a  time, 
without  paying  a  commission. 
"SLOW  AND  STEADY."  Norris  put  a 
total  of  $250  into  five  companies.  "We 
had  to  start  somewhere,"  she  says. 
"In  15  years,  we'll  be  looking  at  col- 
lege costs  and  retirement  at  the 
same  time."  The  money  came  from 
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CRUNCH  TIME:  "Ih  15  years,  well  be  looking  at  college  costs  and  retironcid" 


squeezing  the  family's  $1,400  monthly 
budget.  Her  philosophy:  "Slow  and 
steady  with  a  dash  of  one  or  two 
high-gi-owth,  risky  investments."  She 
reinvests  all  dividends  and  pays  in 
.$25  a  month  to  each  stock. 

Norris  hopes  for  a  15%  annual 
pretax  rate  of  i-eturn.  In  1995,  the 
success  of  computer  company  People- 
soft  Inc.  sent  her  holdings  up  by 


about  30%.  Over  time,  she  wants 
30%  of  her  net  worth  to  be  in  equi- 
ties. Cuirently,  equities  are  just  3% 
of  her  net  worth. 

What  if  the  market  tumbles?  "My 
money  will  buy  more,"  says  Norris. 
"Other  than  stocks,  I  don't  see  that  I 
have  any  other  options  for  retire- 
ment and  college  planning." 

Bij  Ann  Tlmrese  Palmer 


24%,  or  $246  billion,  in  1990.  In  the  first 
three  months  of  1996,  $71.3  billion  of 
the  $79.4  billion  flowing  into  the  mutual- 
fund  industry  went  into  equity  funds. 

So  much  power  in  the  hands  of  mu- 
tual-fund managers  could  destabilize  the 
stock  market — even  more  so  than  it  did 
in  the  1987  crash.  When  interest  rates 
on  30-year  Ti*easuries  zoomed  past  10% 
back  then,  the  first  ones  to  run  for 
the  doors  were  the  big  institutional 
players. 

How  individuals  will  react  to  any  big 
market  crash  or  bear  market  is  also  a 
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wild  card.  Individual  investors  may  be 
lulled  by  a  market  that  seems  to  be 
moving  in  only  one  direction.  Many  of 
them  have  never  experienced  a  market 
cojTection  of  any  magnitude.  But  as  peo- 
ple see  a  more  direct  link  between  the 
overall  mai'ket  and  their  retii'ement  dol- 
lars and  are  able  to  rejigger  portfolios 
with  a  mere  phone  call  or  click  of  a 
mouse,  how  will  they  react  to  a  signifi- 
cant and  unexpected  threat  to  the  mar- 
ket? In  a  new  business  WEEK/Harris 
Poll  (page  100),  48%  of  those  surveyed 
said  they  would  maintain  stock  hold- 


ings if  the  market  crashed,  and  10% 
said  they  would  add  to  holdings.  But 
20%>  said  they  would  sell.  Since  people 
often  underestimate  how  they  would  re- 
act to  hypothetical  events,  the  propor- 
tion of  individuals  selling  into  a  crash 
could  be  highei'.  If  individuals  panic,  it 
could  deepen  any  decline,  damage  the 
retirement  prospects  of  millions,  and 
chill  economic  growth. 
HOME  TRUTH.  Stakes  in  this  game  are 
high:  Much  of  the  money  flowing  into 
stocks  comes  from  the  retirement  sav- 
ings of  baby  boomers.  "The  country's 
net  personal  savings  are  all  flowing  into 
mutual  ftmds,  largely  equity  fimds,"  says 
Albert  M.  Wojnilower,  senior  economic 
adviser  at  the  Clipper  Group.  Indeed, 
personal  savings  in  1995's  fii-st  quarter 
on  an  annual  basis  was  .$265  billion, 
while  inflows  into  equity  fimds  are  lim- 
ning at  an  annualized  rate  of  about  .$250 
billion. 

Tiiie,  stock  ownersliip  remains  highly 
concentrated  in  the  upper-income  lev- 
els, but  the  number  of  Americans  with 
an  equity  stake  rose  to  51.3  million  in 
1992,  according  to  the  New  York  Stock 
Exchange.  That's  up  fi-om  42.9  million  in 
1989,  20  million  in  1965,  and  6  million  in 
the  early  1950s.  A  study  by  James  M. 
Poterba  of  Massachusetts  Institute  of 


Technology  and  Andrew  A.  Samwick 
Dartmouth  College  pegs  the  percei 
age  of  the  adult  population  with  sor 
form  of  equities  at  37.4%-  in  1992, 
ft-om  33.2%'  in  1983.  The  percentage  I 
undoubtedly  risen  since  then. 

Equities  are  playing  a  greater 
in  the  financial  net  worth  of  househol(B'""i 
In  1995,  Federal  Reserve  data  sho 
that  the  value  of  household  stockho 
ings  outweighed  the  value  of  home 
uity  for  the  fii-st  time  in  decades,  risi 
to  $5.5  trillion,  compared  with  .$4.2  ti 
lion  in  home  equity.  According  to  Da\ 
D.  Hale,  chief  economist  at  Zuiich  Ke 
per  Investments  in  Chicago,  househ 
ownership  of  equities  and  mutual  fun 
amounts  to  more  than  25%  of  all  houi 
hold  financial  assets,  compared  w 
15.5%  in  1985  and  13..5%  in  1975 
BUSINESS  WEEK/Han-is  Poll  shows  t 
stocks  are  displacing  real  estate  as 
asset  class  of  choice.  The  number 
people  in  the  poll  picking  stocks  as 
best  investment  rose  to  10%,  up  fn 
5%'  in  1989.  The  number  choosing  n 
tual  funds  tripled,  to  24%-.  Only  21 
chose  real  estate  as  the  best  investm( 
now,  down  fi'om  40%  in  1989. 

Whether  they  realize  it  or  not,  soi 
individuals  are  financing  their  equ 
stakes  by  taking  on  more  real  esti 
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A  $1  MILLION  CUSHION  FOR  THE  FUTURE 
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arshall  B.  Taylor  has  a  lot  rid- 
ing on  the  stock  market.  When 
the  49-year-old  got  a  large 
chunk  of  cash  late  last  year  after  re- 
signing as  chief  executive  of  Aviall 
Inc.,  a  Dallas  aircraft-maintenance 
company,  he  knew  exactly  what  he 
wanted  to  do  with  it:  invest  in 
stocks. 

That  cash  infusion  helped 
double  Taylor's  stock  portfolio 
to  more  than  $1  million.  He 
now  has  90%  of  his  portfoho  in 
stocks,  and  the  rest  in  bonds 
and  cash.  His  goal:  build  up  his 
net  worth  while  deciding 
whether  he  wants  to  start  a 
company  or  acquire  one.  He 
plans  to  use  his  investments  to 
guarantee  any  debt  taken  on  to 
finance  a  business. 
BEATING  THE  INDEX.  Growth  is 
Taylor's  investment  focus.  Be- 
tween early  February  and  mid- 
April,  he  and  his  broker  at 
Rauscher  Pierce  Refsnes  Inc. 
diversified  his  personal  portfo- 
lio, which  consisted  largely  of 
stock  in  Avian's  former  parent 


company,  Ryder  System  Inc.,  and 
four  other  large  companies.  He  ex- 
panded his  holdings  to  30  stocks, 
with  a  heavy  weighting  in  smaller, 
technology-related  companies.  "I 
know  equities  are  high  right  now, 
but  I  felt  there  was  still  good  oppor- 


RACKING  UP  GAINS:  The  ex-CEO  is  building 
net  worth,  to  back  the  debt  of  a  new  venture 


tunity  in  the  market  for  grovsrth 
stocks,"  he  says. 

Growth  is  also  a  theme  in  Taylor's 
retii'ement  savings  accounts.  The 
bulk  of  his  401(k)  money  is  in  equity 
mutual  funds.  About  20%  is  in  fixed- 
income  investments. 

Taylor  has  high  expectations 
for  his  portfolio:  He  wants  it  to 
exceed  the  retiu'n  on  the  Stan- 
dard &.  Poor's  500-stock  index. 
Many  professional  growth-ori- 
ented mutual-fund  managers 
can't  manage  that  feat.  But  so 
far  this  yeai;  Taylor  says  his 
portfolio  is  beating  the  index. 

A  substantial  market  correc- 
tion does  not  factor  into  Taylor's 
thinking.  He  doesn't  expect  the 
market  to  continue  rising  at 
such  a  torrid  pace,  but  he 
doesn't  expect  a  big  crash,  ei- 
ther, because  he  doesn't  think 
the  economy  is  overheated.  If 
faced  with  a  prolonged  bear 
market,  however,  Taylor  says  he 
would  probably  shift  some  of  his 
assets  into  cash. 

By  Janin  Friend  in  Dallas 


bt.  "I  have  a  son  paying  off  a  mort- 
ge,"  says  Wojnilower.  "At  the  same 
le,  eveiy  month  he  puts  money  into  a 
itual  fund,"  rather  than  using  that 
tney  to  pay  off  more  of  his  mortgage 
at.  That  fits  in  with  the  expeiience  of 
le  King,  president  of  Fair-field  Finan- 
1  Advisors  in  Wellesley,  Mass.  "Now, 
aple  have  a  30-year  mortgage  with 
ver  payments  and  can  contribute  to  a 
l(k),  rather  than  a  15-year  mortgage 
lich  would  have  had  higher  monthly 
yments,"  she  says.  According  to 
)jnilower,  "the  increase  in  consumer 
;dit,  in  a  large  sense,  has  to  be  fi- 
ncing  the  purchase  of  stocks." 
Equity  mutual  funds  are  being  fed 


by  the  rising  flow  of  funds  from  de- 
fined-contribution  savings  plans  such  as 
401(k)s.  Steady  inflows  from  the  pay- 
roll deductions  of  defined-eontribution 
plans  are  manna  fi'om  heaven  for  equity 
funds.  More  than  half  of  all  the  assets  in 
equity  funds  are  held  in  tax-deferred 
retu'ement  savings  plans  such  as  401(k)s, 
403(b)s,  variable  annuities,  or  individ- 
ual retirement  accounts  (iras).  The  dol- 
lar value  of  stocks  in  defined-eontribu- 
tion plans  in  mid- 1995  was  $547  billion 
out  of  a  total  of  $1.2  trillion  in  plan  as- 
sets. Avi  Nachmany,  director  of  research 
at  mutual-fimd  I'esearch  and  consulting 
firm  Strategic  Insight,  estimates  that 
more  than  three-quarters  of  all  the  as- 


sets in  equity  funds — more  than  $1  tril- 
Uon — is  earmarked  for  retirement  or  for 
other  long-term  objectives.  That  trans- 
lates into  a  strong  and  .stable  underjjin- 
ning  to  the  equity  market. 

Right  now,  the  investment  choices  in 
many  401(k)  plans  are  very  limited. 
Most  plans  allow  employees  to  divvy 
up  money  among  four  or  five  different 
mutual  funds.  But  many  companies  are 
now  expanding  then-  investment  choices. 
Some  plans  even  allow  employees  to 
take  their  401(k)  money  to  a  broker  and 
invest  in  individual  stocks.  That  could 
ramp  up  the  level  of  risk.  Nancy  Cor- 
renty,  a  28-year-old  insurance  agent 
from  Westport,  Conn.,  was  recently  told 
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that  she  had  to  switch  into  such  a  401(k) 
plan.  Until  October,  1995,  her  retire- 
ment savings  had  been  spht  equally  be- 
tween a  money-market  fund  and  a  mix 
of  bond  and  equity  mutual  funds  in  her 
company's  plan.  Now,  the  $6,000  in  her 
plan  is  with  a  broker  and  is  divided  be- 
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tween  two  computei-related  companies, 
Insight  Enterprises  and  S'i  Inc.  Her  an- 
nual rate  of  return  in  her  old  plan  was 
8%  to  9%  a  year.  Her  new  plan  is  up 
about  22%  in  the  past  six  months. 

CoiTenty  is  tyjjical  of  a  yoiuiger  gen- 
eration that  is  willing  to  take  more  risks 
in  order  to  get  higher  returns.  But  the 
stock  market's  new  followers  run  the 
gamut  in  teiTns  of  age  and  income.  Con- 
sider the  clients  of  broker  Timothy  J. 
Finucan,  who  heads  up  the  Webster 
City  (Iowa)  office  of  brokerage  finn  Ed- 
ward D.  Jones  &  Co.  His  clients  are 
60-  to  65-year-old  farmers — either  re- 
tired or  close  to  it.  Until  recently,  many 
of  them  had  never  owned  stocks.  "With- 
out a  doubt,  I'm  seeing  some  of  these 
people's  money  move  into  equities,"  Fin- 
ucan says.  "My  clients  no  longer  look  at 
me  like  I'm  from  a  different  planet 
when  I  bring  up  a  stock.  They  want  to 
hear  the  story."  He  continues:  "Individ- 
ual investors  no  longer  ignore  well-run 
businesses.  Now,  they  want  to  be  part 
of  them." 

NO  SLOUCHES.  While  equity  fimds  are 
hot,  there  is  some  evidence  that  indi- 
vidual stocks  are  regaining  their  allure. 
Just  look  at  the  gi-owth  of  National  As- 
sociation of  Investors  Corp.  (naic)  in 
Royal  Oak,  Mich.  The  nonprofit  gi'oup 
espouses  a  philosophy  of  slow  and 
steady  investment  in  stocks.  In  1989, 
the  NAIC  had  6,000  investment  clubs  as 
members.  Today,  the  number  is  22,456 
and  climbing,  with  new  clubs  fomiing  at 
the  rate  of  1,000  a  month. 

The  NAic's  members  are  no  slouches 
when  it  comes  to  investing.  Their  most 
famous  chapter,  a  group  of  16  older 
women  in  Illinois  that  call  themselves 
the  Beardstown  Ladies,  racked  up  a 
2::!%  average  annual  return  over  the 
past  10  years.  Of  course,  the  Beard- 
stown Ladies  and  other  investors  have 
benefited  from  a  long  bull  market.  Still, 
an  annual  survey  that  the  NAlc  has 
commissioned  since  1960  showed  about 
45.5%  of  its  members  matching  or  beat- 
ing the  37.5%  total  return  on  the  Stan- 
dard &  Poor's  500-stock  index  in  1995. 
That  compares  with  about  20%  of 
growth-oriented  equity  fimfl  managers. 


Individual  investors  would  do  well  to 
take  heed  of  the  naic's  winning  buy- 
and-hold  philosophy.  If  individuals  fo- 
cus on  the  long  term  and  diversify  theii" 
stockholdings,  then  their  experience 
with  the  stock  market  is  likely  to  be 
rewarding,  providing  they  don't  expect 
too  much. 

If  individuals  try  to  jump  in  and  out 
of  the  market,  however,  the  only  people 
they  may  eniich  are  their  brokers.  Even 
worse,  they  could  get  whipsawed  and 
miss  out  on  major  stock-market  moves. 
"A  lot  of  us  worry  moi'e  about  people 
engaging  in  market-timing  than  about 
some  long-term  financial  disaster,"  says 
William  F.  Sharpe,  the  Stanford  Uni- 
versity economist  and  Nobel  prize  win- 
ner. Mutual-fund  managers  share 
Sharpe's  concern  about  market  timing. 
Statistics  fi"om  the  Investment  Company 
Institute,  the  mutual-fimd  trade  group, 
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show  opportunistic  and  market-timing 
activity  in  equity  fimds  declining  in  the 
past  decade. 

The  resolve  of  many  of  today's  stock- 
market  investoi-s  has  not  been  tested  by 
a  serious  market  decline.  And  this  is  a 
generation  that  could  be  far  more  sensi- 
tive to  the  ups  and  downs  of  the  market. 
"Now,  people  see  a  direct  coirelation  be- 
tween stock-mai'ket  fiuctuations  and  theii' 
pension  funds,"  says  Elizabeth  J.  Mackay, 
market  strategist  at  Bear,  Steams  &  Co. 
So  fai;  mdi\iduals  have  responded  to  any 
market  dips  by  buying.  "It's  been  the 
right  thing  to  buy  the  dips,  or  at  least 
not  sell,"  says  Mackay.  Wliile  many  peo- 
ple fear  that  individuals  will  flee  the  mar- 
ket because  of  a  shaip  dowidraft,  Mack- 
ay thinks  "the  big  risk  is  that  we'll  have 
an  old-fasliioned  beai'  mai'ket  where  hold- 
ings slowly  erode"  and  that  after  a  few 
quarters  of  watcliing  theii-  hoklings  erode 
in  value  investors  will  head  for  the  exits. 

To  be  sure,  a  recent  study  by  the  In- 
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vestment  Company  Institute  shows  th? 
over  a  50-year  period,  equity-fund  ii 
vestors  have  never  bailed  out  of  th' 
mai'ket  in  lai'ge  enough  niunbers  to  slai! 
the  market.  And  an  analysis  of  beti 
markets  since  the  1960s  by  Strategjtj; 
Insight's  Nachmany  found  that  "duriryk 
times   of  financial   uncertainty,  ir|<, 
vestors . . .  reduce  the  turnover  of  thef\ 
financial  assets  and  actually  decreaf- 
redemption  activity  into  a  bear  ma 
ket."  But  as  the  market  plays  a  bigg( 
role  in  many  individuals'  financial  de 
tinies,  and  as  infonnation  about  the  may 
ket  and  companies  becomes  more  widt' 
ly  available,  the  historical  trend  of  tF 
individual  holding  on  thi'ough  thick  an 
thin  may  not  play  out. 

Even  if  individuals  hunker  down  ft 
the  long  haul,  their  mutual  fund  mai 
agers  may  not.  If  there  is  a  big  shoe 
to  the  nation's  financial  system — like 
sudden  upsui'ge  in  inflation — the  dec 
sion  of  whether  to  sell  or  stay  in  tl 
market  is  in  the  hands  of  fund  mai 
agers,  not  the  individual.  Mutual-fun 
managers,  compared  with  individual: 
are  a  far  moi-e  demanding  and  impi-  r 
tient  bunch.  , 
WORRIED  REGULATORS.  As  individual 
poui'  their  money  into  equity  fundi 
larger  chunks  of  a  company's  stock 
controlled  by  intermediaries  that  a: 
judged,  in  the  main,  on  the  basis 
short-term  performance.  "For  corporj 
tions,  this  shift  means  that  there  are 
lot  of  holders  out  there  who  can  abai 
don  you  at  the  di'op  of  a  hat,"  says  Prj 
fessor  Louis  Lowenstein  of  Columb 
University  law  school.  "Individual 
aren't  performance-oriented  the  way  i 
stitutions  are,  and  they  certainly  aren 
focusing  on  I'eturns  fi'om  quarter-t| 
quarter-." 

Wlien  ther'e  is  tr'ouble  with  an  inc 
vidual  company,  Wojnilower-  argues  th 
fund  manager's  ar-e  mor-e  likely  to  mo> 
out  of  a  stock  than  agitate  for  chang 
Hale  of  Zurich  Kemper  Investmen 
agrees:  "You  can  do  what  CalPERS  [Cj 
ifornia  Public  Employees  Retiremei 
System]  does  and  lobby  a  company, 
you  can  sell.  On  the  whole,  mutual-ftu 
management  companies  don't  have  a  1 
of  time  for-  politics."  j 

The  r-ush  into  stocks  weighs  heavi! 
on  the  minds  of  r-egulator-s.  In  a  speec 
on  May  22,  Seciu-ities  &  Exchange  Cor^ 
mission  Chairman  Aithiu-  Levitt  Jr-.  nc, 
ed  that  "there  is  a  wide  gap  betwe*! 
[individuals']  financial  knowledge  arj 
their  financial  responsibility"  to  invel 
their  retirement  savings. 

Lowenstein  puts  it  in  a  broader  co, 
text:  "When  all  of  the  industr-y,  tl! 


"My  [Iowa  farmer] clients  no  longer  look  at  me  11 
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CYNDi  MOLTZ 


THE  UPS  AND  DOWNS  DRIVE  HER  'CRAZV 


Ml 


|BBy  mother  used  to  say  I  could 
take  a  nickel  and  make  a 
dime  out  of  it  without  even 
rying,"  says  Cyndi  B.  Moltz,  29,  who 
•wns  her  own  graphic-art  studio  in 
Denver.  These  days,  Moltz,  who  was 
irst  given  mutual-fund  shares  when 
ihe  was  a  baby,  is  concentrating  that 
alent  on  the  stock  market,  signing 
in  with  an  aggi'essive  financial  plan- 
ter and  investing  on  her  own  in  mu- 
ual  funds. 

Last  August,  Moltz  moved  her 
;100,000  portfoUo  fr-om  Meirill  Lynch 
i.  Co.,  where  it  had  been  invested  in 
noney-market  funds  and  some  mon- 
;y-losing  stocks  that  Moltz  had  cho- 
ien  because  the  companies  were  so- 
cially conscious.  Her  new  planner  sold 
he  "dogs"  and  moved  $20,000  from 
noney-market  fands  into  equities, 
lloltz  is  pleased  viith  last  quarter's 
)verall  5%  return  on  hei'  portfoho.  A 
[ood  chunk  of  that  gain  was  generat- 
!d  by  increases  in  Hewlett-Packard, 
ilicrosoft,  and  U.S.  Healthcare. 
BETTER  NOT  TO  LOOK."  Recently, 
iloltz,  who  reinvests  all  dividends, 
ook  $10,000  she  had  saved  and 
)0ught  five  T.  Rowe  Price  Associates 
;tock  funds,  including  the  Science  & 
Pechnology  fund,  the  Mid-Cap 
jrowth  fund,  and  Spectrum  Growth. 


LOW  MAINTENANCE:  "You  don't  have  to  baby-sit 
your  investment"  if  it's  stashed  in  equity  funds 


Moltz,  whose  only  other  invest- 
ment is  her  $160,000  house,  likes  to 
invest  in  equities  because  "I'm  not 
into  material  objects,  and  real  estate 
is  just  not  me."  She  finds  stocks  less 
of  a  hassle:  "You  don't  have  to  baby- 
sit your  investment."  Moltz  checks 


the  value  of  her  mu- 
tual fimds  once  a 
week  and  her  port- 
foho every  quarter. 
But  "sometimes,  it's 
better  not  to  look," 
she  says.  When  the 
market  turns  dovm, 
"it's  like  getting  a 
shot." 

Short-term  ups 
and  downs  drive 
Moltz  "crazy,"  but 
she  beheves  that 
they  balance  out 
over  time.  That's 
fine  with  her  be- 
cause her  goal  is 
long-term  growth.  "I 
watched  Frieyids  on 
television  last  night. 
One  of  the  main 
characters  put  $100 
in  her  first  stock, 
and  she  lost  it  all 
the  next  day.  You 
can't  invest  today  and  become  a  mil- 
lionaire tomorrow,"  she  says.  "But 
you  can  expect  a  good  sohd  return." 
And  at  29,  Moltz  has  plenty  of  time 
to  rack  up  sohd  returns  from  the 
stock  market. 

By  Sandra  Dallas  in  Denver 


lomy  of  the  countiy,  is  linked  to  the 
;k  market  the  way  it  is  now  and 
er  has  been  before,  you've  got  to 
concerned,"  he  says.  "In  a  concrete 
that  makes  regulators  worry  about 
stabiUty  of  the  market  and  to  try  to 
id  market  panics.  They  begin  to  feel 
ublic  responsibility  to  protect  the 
•ket." 

Tiat  sense  of  responsibility  may  have 
rked  the  sec's  response  to  a  news 
•y  concerning  America's  largest  mu- 
1-  fund  company.  Fidelity  Invest- 
its.  The  fact  tliat  Fidelity  has  10 
ion  shareholders  and  $277  billion  in 
equity  funds  helps  explain  why  the 
stimned  the  financial  world  by  aban- 
ing  its  usual  "no  comment"  response 
?n  a  story  alleging  improprieties 
)ng  Fidehty  fimd  managers  smfaced 
;he  press.  At  the  time,  there  were 
cerns  among  market  traders  that 
le  individuals  would  start  to  dump 
ir  Fidehty  holdings.  The  sec  put  out 


a  statement  saying  that  the  aiticle  "con- 
tains inaccuracies  which  have  led  to  er- 
roneous impressions."  Fidelity  is  bigger 
than  the  biggest  bank.  So,  "if  that  story 
is  untrue,  then  the  government  does 
have  an  interest,"  says  Burton  G. 
MaUdel,  an  economist  at  Pnnceton  Uni- 
versity and  author  of  the  influential 
book,  A  Random  Walk  Down  Wall 
Street.  Malkiel  likens  it  to  how  the  Fed- 
eral Reserve  would  be  worried  about  a 
nm  on  a  bank. 

PREMIUM  ON  GROWTH.  For  all  the  perils 
it  presents,  the  new  Unk  between  Main 
Street  and  Wall  Street  may  bring  re- 
wards that  outweigh  the  risks.  "Ulti- 
mately, coi-porations  may  take  on  more 
risky  things  because  individuals  collec- 
tively have  more  appetite  for  risk,"  says 
Sharpe,  and  that  could  lead  to  an  in- 
creased growth  rate  in  the  economy.  "One 
hopes  that  a  society  can  take  more  risk 
and  make  a  greater  retiUTi  in  a  long  i-un 
because  we're  better  at  sharing  the  risk." 


For  a  glimpse  of  just  how  much  risk 
investors  are  willing  to  shoulder,  and 
how  companies  benefit,  take  a  look  at 
the  flood  of  initial  public  offerings 
(IPOs).  As  of  May  17,  investors  had 
coughed  up  a  record  $19  bilhon  in  1996 
to  get  in  on  the  ground  floor  of  what 
could  be  the  next  Netscape  Communi- 
cations Corp. 

That  amount  is  almost  double  the 
IPO  issuance  for  the  same  period  a  year 
ago.  Since  1980,  most  of  America's  em- 
ployment has  been  concentrated  in 
small  and  midsize  companies.  Since 
many  of  these  startups  are  in  the  tech- 
nology field,  providing  them  with  the 
low-cost  capital  they  need  helps 
ensure  American  technological  leader- 
ship. 

More  concentration  in  the  hands  of 
mutual-fimd  managers  puts  more  pres- 
sure on  companies  to  deliver  gi'owth. 
That  affects  a  company's  market  value, 
as  its  stock  price  becomes  more  ahgned 


from  a  different 


planet  when  I  bring  up  a  stock 


I 


with  its  gi'owth  prospects,  says  James 
Bui'ke,  dii'ector  of  reseai'ch  at  New  York 
consultants  cda  Equity  Intelligence.  He 
says  that  dividends  are  becoming  irrel- 
evant because  institutions  are  focused 
on  what  produces  the  returns  that  they 
need  to  keep  mutual-fund  managers 
happy:  growth. 

If  individuals'  portfolios  benefit  fi-om 
that  focus  on  growth,  the  economy 
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could  benefit  in  another  way.  An  idea 
that  economists  call  "the  wealth  effect" 
says  that  when  asset  values  rise,  peo- 
ple spend  more  money.  Hale  thinks  the 
economy  is  strong  now  "because  in 
1995  we  had  big  household  wealth 
gains." 

Granted,  a  boost  in  household  wealth 
because  of  a  rip-roai-ing  stock  mai'ket  is 
generally  thought  to  have  only  a  small 


impact  on  consumer  spending — perhaps 
2%  to  3%  of  the  total  wealth  gain.  On 
1995's  $1  trillion-plus  gain  from  equi- 
ties, that  translates  into  $20  to  $30  bil- 
lion. But  some  market  veterans  think 
that  today's  bull  market  will  lead  to  a 
more  pronounced  wealth  effect  than 
the  nation  has  seen  in  a  number  of 
generations.  After  such  a  prolonged 
bull  market,  "a  lot  of  people  feel- 
wealthier,"  says  Robert  J.  Farrell,  se- 
nior investment  adviser  at  Merrill 
Lynch  &  Co.  That  helps  e.xplain  why 
consumer  spending  has  not  disappeared 
during  a  time  when  wage  increases  are 
small  and  the  number  of  credit-card 
defaults  and  personal  bankruptcies  is 
high. 

At  fii-st  blush,  it  looks  as  if  the  wealth 
effect  would  increase  spending  and  re- 
duce savings.  But  that's  not  the  case. 
Increased  consumer  spending  generates 
a  higher  level  of  income  through  the 
economy,  which  then  leads  to  higher  to- 


tal savings  in  the  economy.  Savin's 
could  also  benefit  from  the  gi'owth  f- 
tax-deferred  savings  plans  such  3; 
401(k)s.  In  defined-benefit  plans,  co-s 
panies  would  often  react  to  a  risi'j* 
stock  market  by  scaling  back  their  cc- 
tributions  to  the  plan  and  letting  marH 
appreciation  fill  the  gap.  In  defined-c(- 
tribution  plans,  however,  individuij 
don't  reduce  contributions  in  the  faj, 
of  rising  prices.  On  the  contraiy,  thj 
increase  them. 

The  embrace  of  equities  by  indiviw" 
uals  has  surely  introduced  a  new  \e\% 
of  risk  into  the  market  and  the  ecorj*- 
my.  It  has  also  become  an  engine  f 
wealth  creation  for  many  more  Amej- 
cans.  It  has  encouraged  individuals ;} 
take  more  responsibility  for  their  [- 
nancial  future.  And  despite  the  wai- 
ings  of  the  naysayers,  it  may  wl 
be  the  beginning  of  a  long-lasting  loj: 
affair.  ji 
By  Suzanne  WooUey  in  New  Yd 


WHO  HOLDS  WHAT:  ARE  THE  FED  NUMBERS  FLAWED? 
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With  U.S.  investors  stampeding 
into  equity  mutual  funds,  it 
seems  obvious  that  individuals 
have  increased  their  stake  in  the 
stock  market.  But  not  according  to 
the  Federal  Resei-ve.  The  Fed's  oft- 
quoted  Flow  of  Funds  data  shows 
that  households  sold  $168.4  biUion  of 
individual  stocks  in  1995  and  only 
bought  about  $88  billion  woilh  of  eq- 
uity mutual  fimds.  The  implication: 
Households  are  hghten- 
ing  up  their  overall  equi- 
ty owTiership. 

Many  executives  in  the 
financial-sei'vices  industry 
say  that  such  an  infer- 
ence doesn't  ring  tine.  In 
fact,  the  Fed  may  be  un- 
dercounting  the  purchase 
of  mutual  fimds  by 
households,  and  it  is 
overcounting  households' 
sale  of  equities.  While  the 
Fed  possesses  detailed 
information  on  the  buying 
and  selling  of  equities  for 
such  institutions  as  banks,  insurance 
companies,  and  mutual  fimds,  it  has 
no  transaction-derived  data  for 
American  households. 
MUDDYING  THE  NUMBERS.  How  does 
the  Fed  determine  the  individual 
stock  owTiership  of  households?  After 
figuring  out  the  total  amount  of  equi- 
ty issued  dming  the  year  and  tally- 
ing the  amount  of  stock  retired 
through  corporate  buybacks  and 
mergers,  Fed  economists  subtract 


the  net  pui'chases  and  sales  of  equi- 
ties by  the  institutional  investors. 
What's  left  is  dumped  into  the  house- 
hold categoiy.  "If  we're  wrong  in  any 
of  the  other  categories,  then  we'd  be 
wrong  in  the  household  sector,"  says 
Joel  Lander,  an  economist  at  the 
Federal  Resei-ve.  "But  its  hard  to 
imagine  that  we're  too  far  off." 

Perhaps.  But  even  if  the  data  in 
all  of  the  institutional  categories  is 


Disputing  the  Data 
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PERCENT  OF  OUTSTANDING  STOCK  OWNED  BY  INDIVIDUALS 
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DATA  FEDERAL  RESERVE,  POTERBA  S  SAMWICK,  BUSINESS  WEEK 

right  on,  the  Fed  muddies  the  num- 
bers for  the  household  sector  by  fail- 
ing to  set  up  a  separate  categoiy  for 
nonprofit  corporations.  Market  trans- 
actions by  nonprofits  ends  up  in  the 
household  numbers.  Many  nonprofits 
are  net  sellers  of  stock  because  of 
the  need  to  fund  their  many  projects. 
A  hkely  result  is  an  overstatement  of 
the  sale  of  stock  by  households. 

The  Fed  also  excludes  an  impor- 
tant component  in  its  calculation  of 


mutual-ftmd  piu'chases  by  house- 
holds. The  money  held  in  defined- 
contribution  plans  such  as  401(k)s  is 
excluded  from  the  household  sector 
and  appears  in  a  category  the  Fed 
calls  pension  plans.  As  more  people 
put  more  of  their  401(k)  money  into 
equity  funds,  the  Fed's  numbers  on 
pension  plans  go  tlu'ough  the  I'oof — 
and  the  numbers  for  the  household 
sector  miss  a  larger  and  larger  chunk 
of  stock  owTiership. 
WRONG  CATEGORY.  Two 
economists,  James  M. 
Poterba  of  Massachusetts 
Institute  of  Technology 
and  Andrew  A.  Samwick 
of  Dartmouth  College,  re- 
jiggered  some  of  the 
Fed's  categories  to  come 
up  with  a  revised  figure 
for  the  ownership  of 
stocks  by  the  household 
sector  They  included  eq- 
uity held  in  401(k)s,  vari- 
able annuities,  and  other 
types  of  investments. 
Their  figui'es  show  individuals  own- 
ing 64%  of  all  outstanding  equity, 
compared  with  about  50%  for  the 
Fed  (chart). 

The  Fed's  overall  data  is  top- 
notch.  The  problem  is  that  some  of 
the  buying  and  selling  falls  into  the 
wrong  categories.  And  any  inference 
that  the  individual's  passion  for  the 
stock  market  is  waning  is  just 
wrong. 

By  Suzanne  Woolley  in  New  York 
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THUMBS  UP  ON  STOCKS 
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Time  was  when  most  people 
thought  buying  a  house  was  the 
best  investment  they  could 
make.  Now,  real  estate  is  stone- 
dead,  and  more  folks  than  ever  are 
jumpmg  into  stocks.  Americans 
remain  relatively  cautious:  Though 
401(k)  plans  and  the  like  represent  an 


important  path  into  the  market,  half 
of  survey  respondents  don't  smk  any 
retirement  money  at  all  mto  stocks. 
And  mvestors  have  realistic  expecta- 
tions of  their  returns — even  after  the 
boom  times  of  the  past  19  months. 
Still,  more  individuals  are  investing 
more  money  in  stocks  than  ever. 


LEAVING  HOME 

If  you  had  to  choose  the  one  investment  that  you  think  would  be 
the  best  to  make  right  now,  which  would  it  be? 

1996  1989 

Real  estate  25%  40% 

Mutual  funds  24%  8% 

Common  stock  10%  5% 

Government  bonds  9%  15% 

Bank  or  savings  &  loan  deposits  8%  8% 

Gold  or  other  precious  metals  7%  8% 

Money-market  funds  6%  11% 

Corporate  bonds  2%  3% 

I  don't  save  or  invest  at  all  3%  NA 

Not  sure  6%  2% 

HEADING  FOR  WALL  STREET 

Have  you  bouglit  common  stocks  or  shares  in  a  stock  mutual 
fund  within  the  past  year,  or  not?        ^  ^  ^^^^ 

Have  bought  21%  15% 

Have  not  bought  78%  84% 

Not  sure  1%  1% 

tl989  survey  did  not  specify  "stock"  mutual  fund 

GOLDEN-YEARS  NEST  EGG 

Have  you  put  money  into  a  retirement  savings  plan  such  as  a 
401(k),  Keogh,  IRA,  or  other  tax-deferred  plan  over  the  past 
year,  or  not? 

Have  put  money  into  plan  40% 

Have  not  put  money  into  plan  59% 

Not  sure  1% 

STOGKSAND  RETIREMENT 

[For  those  who  have  put  money  in  a  retirement  savings  plan] 
I'm  going  to  read  some  statements  about  your  retirement 
savings  plan  money.  Which  of  these  statements  best  describes 
your  situation? 

I  have  switched  more  of  this  money  into 

the  stock  market  20% 

For  the  first  time,  I  have  put  some  money  into  stocks. .  15% 
I  have  switched  some  money  out  of  the  stock  market . . .  8% 
I  have  switched  all  of  this  money  out  of 

the  stock  market  4% 

I  don't  have  any  of  this  money  in  the  stock  market  48% 

Not  sure  5% 

SPREADING  IT  AROUND 

If  you  invest  in  the  stock  market,  do  you  prefer  to  buy  individual 
conunon  stocks,  stock  mutual  funds,  or  a  combination?  [420 
respondents] 

Individual  common  stocks  21% 


Stock  mutual  funds  25% 

Combination  of  the  two  51% 

Not  sure  3% 

PASSING  THE  TEST  ~~ 

[  For  stock  investors]  In  the  past  few  years,  have  your 
investments  in  the  stock  market  exceeded  your  expectations, 
met  expectations,  or  failed  to  meet  expectations? 

Exceeded  expectations  24% 

Met  expectations  57% 

Failed  to  meet  expectations  16%| 

Not  sure  3%' 

GREAT  EXPECTATIONS 

[For  stock  uwestors]  In  the  long  run,  what  sort  of  total  returns 
(capital  gains  plus  dividends)  do  you  expect  the  stock  market 
vnl\  produce  for  you — below  5%  a  year,  5%  to  below  10%  a  year, 
10%  to  below  12%  a  year,  12%  to  below  15%  a  year,  and  15%  or 
higher  a  year? 


Below  5%  a  year  8% 

5%  to  below  10% 

a  year  36% 

10%  to  below  12% 

a  year  29% 


12%  to  below  15% 

a  year  13% 

15%  or  higher  a  year  9% 

Not  sure  5% 


ONWARD  AND  UPWARD 

Over  the  next  six  months,  do  you  think  you  vvdll  probably  invest 
a  lot  more  in  stocks  or  stock  mutual  funds,  invest  somewhat 
more  in  stocks  or  stock  mutual  funds,  reduce  your  investment 
in  stock  or  stock  mutual  funds  somewhat,  or  reduce  your 
investments  a  lot? 


Invest  a  lot  more  5% 

Invest  somewhat  more  22% 

Reduce  somewhat  12% 

Reduce  a  lot  18% 


Stay  the  same  21% 

I  don't  save  or  invest 

at  all  20% 

Not  sure  2% 


DEEP  KEELS 

If  there  were  a  big  crash  in  the  stock  market,  would  you 
increase  your  holdings  of  stocks  or  stock  mutual  funds, 
maintain  holdings,  trim  holdings,  or  sell  all  your  holdings? 

Increase  holdings  10%    I  don't  save  or  invest 

Maintain  holdings  48%      at  all  8% 

Trim  holdings  11%    Not  sure  3% 

Sell  all  holdings  20% 

EDITED  BY  KEITH  H.  HAMMONDS 

A  survey  of  1,005  adults  was  conducted  on  May  9-13,  1996,  to 
BUSINESS  WEEK  by  Louis  Harris  &  Associates  Inc.  A  prior  poll  of  98 
adults  was  conducted  on  Oct.  16-17,  1989. 


rietworkMCI  Conferencing.  It's  about  making  work  easier  and  more  productive 


networkMCI  Conferendng""  can  help  anyone,  anytime,  anywhere,  make  better  use  of  their  time.  MCI  Audio  Conferencing  instantly 
ings  as  few  as  3  or  as  many  as  1 .000  people  together  for  the  same  meeting.  Ik  hours  a  day  Our  Video  Conferencing  lets  people 
im  around  the  world  meet  face-to-face  without  ever  leaving  their  offices.  With  our  Document  Conferencing,  employees  in 
Stant  offices  can  edit  and  review  the  same  document  at  the  same  time:  How,  you  may  wonder,  can  one  company  provide 
this?  Call  1-800-475-3555  or  http://www.mci.com  to  find  out. 


ICI  Teleeommunications  Corporation,  1996 


networkMCI  thai:^pb| 
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BROKERAGE  FIRMS 


SMITH  BARNEY'S 
WOMAN  PROBLEM 

A  class  action  alleges  bias  against  female  employees 


Shortly  after  Pamela  K.  Martens 
began  work  as  a  stockbroker 
trainee  at  Shearson/American  Ex- 
press Co.  in  1985,  she  got  a  taste 
of  things  to  come.  One  day  she  went 
into  the  office  of  her  branch  manager, 
Nicholas  Cuneo,  to  ask  a  question.  Cuneo 
casually  opened  his  desk  drawer,  took 
out  a  gim,  and  laid  it  down  in  front  of 
him.  As  she  hurriedly  left  his  office. 
Martens  concluded  that  Cimeo  was  send- 
ing her  a  message,  loud  and  clear:  I'm 
someone  to  fear.  When  Martens  com- 
plained to  another  manager,  he  down- 
played the  incident,  saying,  "Oh,  Nick 
just  does  that  to  intimidate  the  trainees." 

Over  the  next  10  years  at  the  New 
York  fu'm's  Garden  City  (N.  Y.)  branch. 
Martens  endured  a  noxious  atmosphere 
that  favored  Cuneo's  cadre  of  male  bro- 
kers and  was  hostile  to  women,  says 
Martens.  To  Martens  and  other  women 
in  the  branch  interviewed  by  business 


WEEK,  Cuneo  was  a  bully  who  had  per- 
fected the  art  of  "intimidation,  retalia- 
tion, and  humiliation,"  as  Martens  puts 
it.  "This  man  i-an  a  fiefdom  for  25  years 
with  the  most  flagi-ant  abuse  of  power 
with  impunity." 

In  October,  1994,  Martens  began  send- 
ing letters  about  the  situation  to  senior 
executives  at  Smith  Bamey,  which  had 
acquired  Shearson  in  1993.  Finally,  she 
had  enough,  and  in  January,  1995,  she 
hired  an  attorney  to  explore  legal  reme- 
dies. The  same  day  Smith  Barney's  hu- 
man resources  department  found  that 
out.  Martens  received  a  letter  from  a 
human  resources  vice-president  saying 
that  Cimeo  had  been  placed  on  a  leave  of 
absence.  "Wliile  Mr  Cuneo  has  his  posi- 
tive qualities,"  the  letter  said,  "it  also 
appears  that  his  conduct  and  manner 
have  fallen  short  of  the  high  standards 
which  Smith  Barney  expects  of  its  man- 
agers." Cuneo  I'etired  in  October,  1995. 


But  two  days  later,  Maitens  was  fired,  ij 
the  gi'ounds  that  she  had  not  attendedl  jj 
compliance  meeting.  1 
On  May  20  of  this  year,  she  and  c-i 
woi'kers  Judith  P.  Mione  and  Robert; 
O'Brien  Thomann  filed  a  class  action  if 
U.  S.  Distiict  Couil  in  New  York  agaira 
Smith  Barney  and  Cuneo.  Mione,  w^ , 
is  still  a  sales  assistant  at  Smith 
ney,  says  she  was  paid  less  than  rrn^.. 
counterparts  and  denied  promotior},,' 
Thomann,  a  sales  assistant  who  left  t\ 
firm  in  1994,  says  she  was  demoted  aftjt 
eight  weeks  of  maternity  leave.  i; 
STREET  TROUBLE.  Although  the  M^i 
tens  suit  cites  only  one  branch  office,^' 
liighlights  an  issue  that  has  long  doggi;; 
Wall  Street:  the  small  number  jt 
women  brokers  and  branch  managejtj! 
and  the  inequitable  and  disparagii|7 
ways  they  are  sometimes  treated.  Ti  Q 
complaint,  which  alleges  19  kinds  fe,,,, 
sexual  discrimination,  mentions  suj^  vW 
problems  as  failing  to  promote  womejf  |Q 
paying  them  lower  wages,  reassigniijfj; 
their  best  customer  accounts  to  me^ 
and  penalizing  them  for  taking  matejt. 
nity  leaves.  Drawn  up  by  Chicago  c'I^jjo 
torneys  Mary  Stowell  and  Linda  ^ 
Fiiedman,  the  action  claims  that  womii? 
make  up  less  than  5%  of  Smith  Bti. 
ney's  11,000  brokers  and  fewer  than  B 
branch  managers  out  of  440  branch  (l^p 
fices.  "It's  an  industiy  problem  that  mdi 
managers  hope  won't  rise  to  the  sif-r 
face,"  says  Penin  Long,  an  independe:; 
brokerage  analyst.  "Most  of  the  prc-^ 


PAMELA  MARTENS  VS.  SMITH  BARNEY 

JANUARY,  1985  Pamela  Martens  is  hired  as  broker 
trainee  at  SInearson/American  Express's  Garden  City 
(N.Y.)  branch  on  Long  Island. 

OCTOBER,  1994  Martens  writes  to  James  Dimon,  CEOl 
of  Smith  Barney,  which  acquired  Shearson  in  1993. 
She  complains  about  sex  discrimination  and  an  atmos- 
phere of  "intimidation  and  humiliation." 

JANUARY,  1995  Martens  hires  an  attorney.  When 
Smith  Barney  learns  that,  the  firm  places  branch  man- 
ager Nicholas  Cuneo  on  a  leave  of  absence. 

OCTOBER,  1995  Smith  Barney  announces  Cuneo's 
retirement.  Two  days  later,  Martens  is  terminated  for 
failing  to  attend  a  meeting. 

DECEMBER,  1995  Martens  lands  job  as  a  stockbroker 
at  A.G.  Edwards'  office  in  Garden  City. 


IIP 


MAY,  1996  Martens,  Judith  R  Mione,  a  Smith  Barney 
sales  associate,  and  Roberta  Thomann,  a  former  Smith 
Barney  sales  associate,  file  a  class  action  against  Smitf 
Barney  and  Cuneo  in  U.S.  District  Court  in  New  York,  k 
The  suit  alleges  sex  discrimination.  Smith  Barney  says  I 
the  charges  are  "absurd."  ^ 


DATA:  COURT  DOCUMENTS,  BUSINESS  WEEK 
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133MHz  IN  FULL  MOTION. 


[T  DISPLAY^ 

itcK  brillitiTit  colors  spring  to 
on  a  display  so  large,  it  rivals 
litop  monitors.  And  1024  x  768 
(Iwtion  proi'iiif-s  tlie  sharpt'st 
iges  ener  found  in  a  portuWc. 


MEW  TECHNOLOGV 


133MHz  PENTIUM 
TECHNOLOGY 

Teem  combines  ihe  /aslest  notebook 
processor  ai'ailuble  totla>  U'ltb  PCI 
arcKitecture,  a  256KB  level  2  eache 
and  EDO  memorj  expandable  to  144MB 


NEW  TECHNOLOGY 


CARDBUS 


NEW  TECHNOLOGV 


FULL-MOTION  VIDEO 

The  neu  HiQVidco '  PCI  KrdpKits  uintmllci  iinJ 
Zoomcil  Video  give  you  /ull-screen,  |Hll-mi)lion 
I'idei)  iiiiil  tin  amii;in,i;  depth  of  color 


BUILT-IN  28.8Kbps 

MODEM  A  biiilt-in  28.8K'pbs 
data/Jill  modem,  full-duplex  speiikerphonc 
and  R]  l  I  phone  jack  put  a  world  of  advanced 
lommHnicution  /ccitMrcs  ut  witr  (ingeriips. 


Tecra's  tuo  PC  Card  slots  support  16  hii 
PC  Cards  and  are  Zoomed  Video  (ZVI 
and  32-bit  CardBus  teady. 


NEW  TECHNOLOGV 


6X  CD-ROM 

Uet  50" '  more  speed  than  4X  CD-ROMs. 
Or.  iismg Toshiba's  SelectBaj'  interchange 
the  CD-ROM  drii-e  u'lth  the  floppy  disk 
drue  111  seconds 


HE  NEW  TECRA".  THE  NEWEST  TECHNOLOGY  Tecra  combines  the  hrand  new  1  ^3MHz  mobile  Pentium* 

ocessof  v.'itli  screaming-tast  PCI  architecture  and  a  massive  hard  drive.  Add  to  that  the  tiptional  Desk  Station  V  Plus  for 
e  ultimate  in  docking  expansion  capabilities  and  you've  got  a  system  that  will  put  you  in  hill  motion  instantly.  For  more 
.formation  visit  the  Toshiba  website  at  http://vv\v\v.toshiba.com,  or  for  a  dealer  near  you,  call  1-800-457-7777. 


Tecra: 

720CDT 

■  1024  X  768  resnlutidn 

710CDT 

■  800  .s  hOO  resolutipn 

BOTH  MODELS 

•  !2.1 "  Jia.  color  cKtive  matrix  display 

•  133MH!  Intel  Pentium*  Processor(2.9v) 
with  256KB  oflevcl2cache 


•  16MB  of  high  speed  EDO  nicmury 
(cxpandahle  to  144MB) 

•  Removable  1.2  billion  byte  (=l.nGB)  HDD 

■  PCI  system-bus  architecture 

■  HiQVidco"  multimedia  PCI  graphics  controller 
with  64-bit  BitBLT  acceleration 

■  Modular  6X  CD-ROM  drive 

■  Lithium  Ion  battery 

■  Integrated  28.8Kbps  data./tax  modem  with 
telephony  capabilities 


■  l6-bit  Sound  Blaster"  Pro  compatible  audio  system 

•  Supports  two  Type  II  or  one  Type  III  16-bit 
PC  Card(s);  ZV  card  and  32-hit  CardBus  ready 

■  Inh-areJ  data  port  (IrDA<onipliant) 

•  Optional  Desk  Station'  V  Plus  docking  station 

■  Optional  NoteDock  "  11  Enhanced  Port  Replicator 

•  Pre-installed  software:  Windows*  95  or  MS-DOS* 
with  Windows'  tor  Workgroups,  Indeo"  video,  and 
Synchro"  Multimedia  Connect' 

■  3-ycarlimitc-d  warranty 


■  Toll-hee  technical  support  - 
7  days  a  week,  24  hours  a  dav 

Designed  for 


licrosoft* 


in 


Windows'95 


pentium 


In  Touch  with  Tomorrow 

TOSHIBA 

The  World's  Best  Selling  Portable  Computers. 

©1996 Toshiba  America  Information  Systems,  Inc.  All  specitications  and  availability  are  subject  tu  chanjije.  All  pniducts  indicacc-d  by  trademark  symbols  are  trademarked  and/or 
registered  by  their  respeaive  companies.  Intel  Inside  and  Pentium  Processor  Logos  are  trademarks  ot  Intel  Corporation.  Intel  ProShare  software  courtesy  of  Intel  Corporation. 


You  may  already  know 
the  advantages  of  our 
cah-forward  design: 
more  room  inside 
without  more  size 
outside,  plus  better 
visibility  and  better  stability. 


But  the  Dodge  Stratus 
pushes  the  art  and 
science  of  automobiles 
forward  from  one 
end  to  the  other 
Underneath,  for 
example.  Stratus  is  a 


leap  forward  in  body  rigidity, 
thanks  to  a  continuous  ladde 
frame  that  resists  flexing  and 
improves  response  to  driver 
input.  Its  modified  double- 
wishbone  suspension  system 


outwits  corners  and  virtually  4 


The  cab 


we 


Stratus  ES  standard 
equipment  includes. . . 

•  16-valve,  SOHC,  sequential 
multi-point  fuel-injected  engine 

•  5-speed  niciiiucil  transmission 

Modified  douhlc-wishhone  touring  suspension 

•  Rear  defroster  •  AM/FM  cassette  stereo 

•  Ultra  hi{>h-strength  steel  door  beams 

•  Air  conditioning  •  Reclining  bucket  seats 

•  Dual  airbags  •  Child  safety  rear  door  locks 

•ABS  •  Dual  power  heated  mirrors 

•  Cupholders  •  Speed  sensitive  steering 
•  hitermittent  wipers  •  Speed  control 

•  Tinted  glass  •  Power  windows  and  door  locks 

•  Du(d  visor  vanity  mirrors 

•  Tilt  steerini>  •  15  "  cast  aluminum  wheels 

Ward's  lower  miihllc  xfgmenl. 
.See  limited  warnint)  &  rcstriclions  al  dealer. 
Excludes  normal  inainlcnance  &  wear  ileitis. 

ALWAYS  WEAR  YOUR  SEAT  BELT. 


at  tens  rough  roads.  Upfront, 
s  choice  of  three  high-tech 
\ulti-valve  engines  puts  up  to 
58  horsepower  at  your 
Isposal.  In  hack  there 's  an 
bundance  of  legroom.  And  a 
irgest-in-class  trunk'  full  of 


inventive  engineering 
that  makes  loading  and 
unloading  easy. 

Plus,  for  the 
ultimate  in  forward 
thinking,  we've 
included  our  Customer 


One  Care""  3 -year  or  36,000- 
mile  bumper-to-bumper 
warranty  and  3/36 
Roadside  Assistance.** 
To  find  out  more 
about  Stratus,  call 
1-800-4-A-DODGE. 


vasritall 

forward. 


Stratus  raThe  New  Dodge 

Nw'^'    A  DIVISION  OF  THE  CHRYSLER  CORPORATION  W 
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lem  lies  at  the  branch  manager  level." 

BUSINESS  WEEK  obtained  the  following 
account  from  an  extensive  interview 
with  Martens,  along  with  discussions 
and  statements  submitted  to  Smith  Bar- 
ney by  five  other  women  at  the  Garden 
City  branch.  A  woman  answering  the 
phone  at  Cuneo's  home  who  said  she 
was  his  daughter  responded  that  her 
father  had  nothing  to  say. 

Smith  Barney  denies  the  central 
charges  of  the  lawsuit.  "The  allegations 
of  widespread,  oi-  a  pattei-n  of, 
discrimination  against  women 
are  absurd,"  says  Mary  Mc- 
Dermott,  a  spokesman  fof 
Travelers  Group  Inc.,  whi(  I 
owns  Smith  Bamey.  "The  sm 
is  about  one  foirner  broker  aii- 
two  sales  assistants  who  aic 
unhappy  with  one  branch  man- 
ager." McDermott  says  close 
to  18%  of  the  firm's  brokers 
are  women.  But  she  does  ac- 
knowledge that  only  8  of  the 
firnn's  390  branch  managers  are 
female. 

McDermott  further  points 
out  that  Shearson  owned  the 
branch  before  August,  199:5. 
When  Martens  lodged  com- 
plaints, she  says,  Smith  Bai-ney 
responded  promptly,  putting 
Cuneo  on  a  leave  of  absence  as  soon  as 
her  allegations  were  reviewed.  "There 
are  a  lot  of  people  who  think  Nick  is 
tenific,"  McDermott  says. 
"BOOM-BOOM  ROOM."  Mailens,  49,  gl-ew 
up  in  Mt.  Clare,  W.  Va.,  a  small  coal- 
mining commimity.  Aftei-  moving  to  Long 
Island,  she  joined  Shearson  in  198.5.  She 
soon  realized  that  Cuneo  didn't  like  hav- 
ing women  brokers  around,  even  though 
there  were  only  .8  women  out  of  58  bro- 
kers in  the  branch.  Martens  and  other 
women  in  the  branch  say  he  took  male 
brokers  on  golf  outings  while  excluding 
women  brokei-s.  And  he  cultivated  a  fi"at- 
house  environment:  Drinking  parties 
were  held  I'egularly  for-  mainly  male  bro- 
kers in  a  basement  space  in  the  branch 
dubbed  the  "boom-boom  room,"  which 
featui'ed  a  toilet  bowl  hanging  from  the 
ceiling.  One  woman  broker  wrote  in  a 
statement  that  brokers  in  the  bullpen, 
the  open  office  ar-ea  for  ti-ainee  brokers, 
"were  constantly  buiping  and  farting." 
Male  brokers,  and  Cuneo  in  particular, 
used  foul  language  in  sales  meetings,  re- 
fen-ing  to  women  in  their  jjresence  as 
"whores"  and  "c — s." 

As  office  manager,  former  women  em- 
ployees say,  Cuneo  controlled  a  system 
of  rewards  and  pmiishments.  He  favored 
chosen  male  brokers  and  abused  cer- 
tain women.  Cuneo  distributed  new  ac- 


counts to  male  brokers,  including  his 
two  sons,  who  were  brokers  at  the 
branch,  while  denying  them  to  women 
brokers.  "His  close  core  of  brokers  in 
the  office  would  cover  up  the  most  out- 
rageous conduct  on  his  part  to  secure 
future  favors  ft'om  him,"  according  to 
broker  Peppy  Henin,  who  says  Cuneo 
diummed  her  out  in  1988. 

Despite  the  obstacles.  Martens  avoid- 
ed Cuneo  and  kept  quiet.  Over  the 
years,  she  built  an  asset  base  of  .$187 


iTzed  statements  fi'om  other  female  bi|#! 
kers  and  sales  assistants.  Yet  after  C! 
neo  was  placed  on  a  leave  of  absencj 
male  brokers  loyal  to  Cuneo  push 
her  to  drop  her  charges.  Co-workej 
told  Martens  that  Cuneo  had  threj| 
ened  her  as  well. 

Two  days  after  Cimeo  retii'ed,  the  mtii 
branch  manager,  Glenn  Fischer,  a  pik; 
tege  of  Cimeo's,  came  into  Martens'  ofBjrt 
and  told  her  that  he  had  been  given  p(w 
mission  to  tenninate  her.  She  was  giv!,^ 
one  hoiu"  to  leave.  She  decline 
a  suggestion  to  pack  up  hpj 
fiJes  in  boxes.  Instead,  she  tori 
cai-e  of  a  few  last  trades,  kissE 
her  sales  assistant  good-bjB 
then  carried  out  only  hl!,'j 
Rolodex  and  a  plaque  for  J 
yeai-s  of  sendee.  "I  wasn't  goi;  ' 
to  let  them  humihate  me  o?; 
time  fiuther  by  having  to  i; 
out  like  a  shopping  bag  IM'} 
Martens  says.  "I'm  going  to  $| 
an  example  of  how  we  can  kejf^ 
our  pride  and  dignity."  j 
Today,  Martens  is  a  brokp| 
with  A.  G.  Edwards  &  So^ 
Inc.  in  its  Garden  City  bran<i.j 
Smith  Barney  allowed  her  9-1 
keep  her  Smith  Barney  i-i 
counts  and  copies  of  her  ci«| 
tomers'  I'ecords.  But  Martes^ 


Smith  Barney  calls  allegations  of  widespread 
discrimination  "absurd"  but  concedes  that  just 
8  of  its  390  branch  managers  are  women  j 


million  and  1,007  clients.  Her  discipli- 
nary I'ecord  was  spotless. 

But  on  Aug.  31,  1994,  Martens 
cr-acked.  In  a  meeting  attended  by  24  fe- 
male sales  assistants,  Cuneo  exhorted 
them  to  volunteer  for  his  personal  char- 
ity. Hospice  Care  of  Long  Island.  They 
had  little  choice:  Women  who  refused 
should  not  expect  raises  or  time  off  for 
sick  relatives  or  funerals.  The  women 
"felt  threatened,  angiy,  and  helpless," 
one  sales  assistant  said  in  a  statement. 

Martens  saw  the  sales  assistants,  .some 
in  tears,  as  she  headed  for  a  similar 
meeting  for  brokers.  As  Cuneo  went  to 
the  podiimi,  Mailens  stood  up  and  spoke 
out.  "I  have  sat  in  these  meetings  for  10 
years  and  listened  to  your  filthy  mouth," 
she  said.  She  criticized  him  for  his  fa- 
voritism and  ill  treatment  of  her  and 
other  women.  Cuneo,  who  puffed  up  "like 
a  fish,"  says  Martens,  responded  that 
she  would  be  tossed  out  of  the  fimi. 

Martens  then  wi'ote  to  Smith  Bamey 
CEO  James  Dimon.  She  included  nota- 


believes  that  Smith  Bamey  manag(" 
made  sure  branch  managers  of  big  lol>' 
competitoi-s  knew  of  Martens'  run-is; 
with  Smith  Bamey.  Martens  says  Sm;!': 
Barney  put  a  black  mark  on  her  officii 
I'ecord.  According  to  the  complaint,  \p 
official  record  says  she  was  tenninatSi 
for  "incompatibility  with  local  manaji- 
ment  [um-elated  to  customer  matters  r 
sales  practices]  culminating  in  her  1- 
fusal  to  attend  a  required  meeting." 

Martens  and  her  co-plaintiffs  fac(^ 
long,  expensive  battle  in  taking  on  cp 
of  the  largest  fii-ms  on  Wall  Street.  j|- 
torneys  are  skeptical  about  the  ca 
"It  will  be  very  hard  for  them  to  m< 
the  legal  requirements  for  a  class  ;i 
tion,"  says  Jeffrey  L.  Liddle,  an  attij- 
ney  who  specializes  in  sex-discrimii!- 
tion  suits.  But  even  if  the  plaintis 
lose,  their  allegations  did  dispatch^ 
branch  manager  into  early  retirem(t 
and  could  help  forestall  future  boo- 
boom  rooms. 

By  Leah  Natfians  Spiro  in  New  Yi 
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Expand  your  investment  horizons. 

(Opportunity  and  performance  in  any  language^ 


INTERNATIONAL  EMERGING  GROWTH  FUND 


28.0%  One-year  average  auuuai  total  return  as  of  March  31, 1996* 
Memational  Emergiiig  Growth  focuses  on  rapidly  gi  owiiig,  "emerging"  companies. 
Up  to  half  of  the  fimd's  portfolio  can  invest  in  companies  of  all  sizes  found  in  "emerg- 
ing" mai  kets.  But  it  can  also  invest  in  small,  "emerging"  companies  foimd  in  more 
developed  markets.  Tliougli  it's  no  guarantee  of  future  peifomiance,  tliis  investment 
combination  has  had  strong  early  results. 


INTERNATIONAL  EQUITY  FUND 


18.4  %  One- year  average  annual  total  return  as  oJ'Maivh  31, 1996.* 
Intemational  Equity  focuses  primarily  on  more  seasoned,  medium  to  large  size  compa- 
nies aroimd  the  world.  An  investment  sti'ategy  that  has  a  four  year  history  of  proven 
performance,  altlrougli  it's  no  guaicuitee  of  futiue  results. 


Two  different  ways  that  Twentieth  Century  helps 
you  piu^ue  investment  opportimities  around  the  world. 

To  find  out  more,  call  or  write  for  a  fi  ee  World  hwestors 
Kit.**  Please  keep  in  mind  that  investments  in  foreign 
secirrities  involve  gr  eater  risk  -  and  in  the  case  of 
International  Emerging  Growth,  significantly  greater 
risk  -  than  investments  in  domestic  seciuities.  Call 
today,  toU-free:  1-800-34.5-2021. 


1-800-345-2021 

http:  //  networt,h.galt,com/tweiU't.'nt 


13.8%  ..12 .7'  aie  Twentieth  Centuiy  Intemotionol  Emeiging  Growth  Fund's  since  inception  (4/1  /94')  and  Intemotionol 
Equity  Fund's  since  inception  (5/9/91)  oveiage  onnual  total  (eluins  as  of  Match  31, 1996,  'Dolo  quoted  represents  past  performance  and  ossumes  reinvestmenl 
of  oil  distributions-  Past  performance  is  no  guarantee  of  future  results.  Investment  return  and  principal  value  viiill  fluctuate,  and  redemption  volue  may  be  mote  oi  less 
thon  original  cost.  "'The  kit  contains  a  ptospectus  with  mote  complete  informotion,  including  choiges,  expenses  and  minimums.  Pleose  tend  the  prospectus  carefully 
before  investing  Twentieth  Century  Securities,  Inc.  k)1996  Twentieth  Centuiy  Services,  Inc  P.O  Box  419200,  KansosCity,  MO  64141-6200. 


Inside  Wall  Street 


BY  GARY  WEISS  

NELLCOR  MAY  SOON 
BREATHE  EASIER 

On  Apr.  16,  Nellcor  Puritan  Bennett 
(NELL)  announced  the  kind  of  earn- 
ings gain  most  companies  would  be 
proud  of:  Profits  in  the  quarter  ending 
Mar.  31  had  climbed  68%,  to  $19.2  mil- 
lion, or  65(2  a  share.  Nice,  right? 
"Wrong!"  was  the  emphatic  verdict  on 
Wall  Street,  where  analysts  had  been 
predicting  74(Z.  On  that  awful  day, 
shares  in  the  Pleasanton  (Cahf.)  med- 
ical-supplies maker  plunged  21%,  from 
64  to  bO'/z.  Nellcor's  NASDAQ-traded 
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stock  has  not  yet  recovered  from  the 
battering. 

One  leading  money  manager,  an  ex- 
pert in  scoping  out  fast-growing  com- 
panies, is  betting  that  Nellcor  is  ripe 
for  a  turnaround.  Kopp  Investment 
Advisors,  which  started  buying  Nellcor 
well  before  the  April  fiasco,  is  now  ac- 
cumulating more  stock.  Kopp  thinks 
that  the  company's  prospects  remain 
sound  and  that  the  Street — as  it  often 
does — oveireacted  to  the  far-from-hor- 
rific  news.  "They've  done  an  excellent 
job  of  recognizing  changes  in  the 
health-care  business  and  are  very  ag- 
gressive at  going  out  and  getting  na- 
tional contracts,"  says  Steve  Crowley,  a 
senior  portfolio  manager  at  Kopp. 

Nellcor  makes  the  sort  of  respira- 
tory, diagnostic,  and  monitoring  gear 
used  in  hospital  emergency  rooms.  De- 
vices that  measure  blood  gasses  are  a 
major  product  line,  as  are  home-care 
products  and  devices  to  treat  sleep  ap- 
nea. Last  year,  the  company,  then 
known  as  Nellcor,  consohdated  its  po- 
sition in  respirators  by  acquiring 
Puritan-Bennett,  another  leading  hght 
in  the  field  of  medical  devices. 


The  problem  was  that  Nellcor  man- 
agement was  perhaps  too  aggressive 
in  merging  the  home-care  sales  opera- 
tions of  the  two  companies.  Nellcor 
jettisoned  its  network  of  outside  dis- 
tributors in  the  process,  and  it  took 
longer  than  expected  to  get  the  sales 
operations  back  on  track.  But  Crowley 
feels  that  the  Street  is  ignoring  the 
company's  still-dominant  and  growing 
position  in  its  niches.  "It's  a  really  nice 
franchise,  and  I  think  you're  going  to 
see  growth  accelerating  in  the  years 
ahead,"  he  says. 

Despite  the  stock  debacle,  analysts 
expect  earnings  to  climb  to  $2.60  a 
share  in  the  fiscal  year  ending  June 
30,  1996,  with  $3.24  the  average  guess 
for  1997.  At  its  recent  price  of  5S'A, 
Nellcor's  price-earning  ratio  is  a  modest 
20..5,  based  on  1996  earnings,  and  16.6, 
using  the  1997  estimate.  Crowley 
thinks  Nellcor  stock  has  an  excellent 
chance  of  hitting  70  or  so  in  the  next 
nine  months. 


DAY  LABOR: 
READY  TO  WORK 

Peter  Massaniso,  a  specialist  in  micro- 
cap  stocks  who  runs  Ponte  Vedra 
Partners  hedge  fund,  has  been  man- 
aging stock  portfoUos  for  35  years.  So 
he  can  remember  the  days  when  casu- 
al laborers  were  engaged  through 
union  hiring  halls.  Lately,  however, 
Massaniso  has  been  buying  stock  in  a 
company  that  barkens  back  to  those 
old  days — Labor  Ready  (lbor)  in 
Tacoma,  Wash. 

This  outfit  caught  Massaniso's  eye 
because  of  its  distinctive  approach.  Un- 
like most  others  in  the  temporary- 
employment  field.  Labor  Ready  spe- 
cializes in  blue-collar  workers,  from 
carpenters  to  day  laborers.  The  com- 
pany (totally  nonimion,  needless  to  say) 
is  not  so  much  a  hiring  hall  as  a  data- 
base of  willing  workers — but  the  con- 
cept is  similar.  Unlike  the  union  hiring 
halls,  however,  Massaniso  notes.  Labor 
Ready  is  growing  fast.  The  company 
has  146  "dispatch  offices,"  mainly  in 
the  West,  and  its  same-store  sales, 
through  Apr.  30,  are  up  53%  over  last 
year's  level. 

In  1995,  revenues  soared  from  $38 
milUon  to  $94  million,  and  profits  more 
than  doubled.  Massaniso  expects  earn- 
ings per  share  to  skyr-ocket  from  35^  a 
share  for  1995  to  between  $1.25  and 
$1.40  for  1996.  In  his  view,  the  shares, 
now  around  25,  have  a  good  chance 


of  doubling  in  the  next  12  to  1^ 
months.  If  so,  this  latter-day  hirind 
hall  stands  a  good  chance  of  wowina 
them  on  Wall  Street. 


A  BIT  BANGED-UP 
-BUT  RUNS  GOOD 

Used-cai'  loans  are  a  huge  industry- 
about  $175  billion — and  growing, 
the  front  ranks  is  AmeriCredit  (acf 
This  Fort  Worth  company  buys  auto  ■( 
loan  contracts  and  either  services  o  ^ 
sells  them.  Despite  fluctuating  inter 
est  rates  and  growing  delinquencie 
overall,  AmeriCredit  has  floiu-ished. 

AmeriCredit's   Big  Eoard-tradek^g, 
stock  recently  turned  up  on  the  bu;  'li'i 
list  of  Tim  Evnin,  who  runs  Excelsio 
Early  Life  Cycle  fund,  a  U.S.  Trus 
mutual  fund  that  has  risen  an  impres 
sive  15.8%  so  far  in  1996.  Evnin  be 
lieves  that  AmeriCredit  stock,  whie 
has  seesawed  this  year,  has  the  poten 
tial  for  strong  growth.  To  begin  with 
the  company's  accounting  practices  ari 
scrupulously  conservative:  Loan-los 
reserves  are  higher  than  the  industr; 
average.  But — bucking  the  nationvdd 
trend — dehnquencies  have  been  on  th 
decline  this  year,  falling  to  3.2%  in  thi 
quarter  ending  Mar.  31,  down  fror 
3.7%  at  yearend 
1995.     Analysts       SET  TO  SHIFT 
forecast  earnings     INTO  HIGH  GEAf^J 
of  700  a  share  in 
the    fiscal  year 
ending  June  30, 
and  $1.10  or  so  in 
1997,  according  to 
Zacks  Investment 
Research. 

AmeriCredit  is 
achieving  this 
growth  without 
excessive  lever- 
age. As  of  Mar. 
31,  the  company 
has  $308  million 
in  loans  compared 

vrith  $150  million  in  equity — a  very  Iff 
debt-to-equity  ratio.  "It  means  th; 
they  can  double  their  loan  portfo! 
without  going  out  and  getting  mo: 
equity,"  says  Evnin.  Another  adv; 
tage  is  the  current  merger  activit; 
with  auto  finance  specialists  bei: 
bought  up  by  banks  in  recent  monthi 
Even  without  a  takeover,  Evnin  reel 
ons  the  company's  growth  warrants 
price  in  the  low  20s — a  50%  gain  ove;  ■ 
the  recent  price  of  14 — in  the  nes| 
year  or  so. 


a)  ill 
Eeim 
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on't  settle  for  anything  less  than  the  best  design...because  your 
istomers  won't.  Set  your  designs  on  sales  success  now  by  hook- 
ig  up  with  the  best  in  the  business,  the  world  over.  For  more 
formation  about  any  of  these  design  firms,  fill  out  the  coupon 
)rovided  on  the  last  page)  and  send  it  to  the  Industrial 
esigners  Society  of  America:  fax  (703)  759-7679. 
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design 

Product  Definition 
Industrial  Design 
Mechanical  Engineering 
Electncal  Engineering 
Solid  Modeling,  Pro/E 
PCB  Layout,  Mentor 
Prototyping,  CNC 

beats  the 

Pacific  Design  Engineering 
Vancouver,  Canada 
Portland,  Oregon 

Call  1-800-561-3322  to  see 
how  our  design  can  help 
beat  your  competition! 

competition 


DEsr 


ESS 


Canada  USA  Taiwan 


514  735.9550 

rket  Analysis  •  Industrial  Design 
Engineering  •  Prototyping 


Stone  &  Co 

■  Since  1959  ■■■ 

Partnering  with  our  clients,  we 
deliver  premiere  talent  to  your 
doorstep.  We  are  THE  specialists 
in  search  providing  full  service 
capabilities  for  ALL  DESIGN  and 
related  areas. 

Headquarters 

617-356-7001  Fax  617-356-7007 
Michigan 

800-DEE-SYN9  Fax  616-537-4866 
e-mail:  stoneandco.com 


INDUSTRIAL  ' 
D  E  S  I  (3  fNJ  c 


DIVERSE  PRODUCT  DESIGN; 


•  InterriGtiona!  Award  WiFirung  De-iign 

•  Heavy  Equipmenl  to  Consumer  Products 

•  Concept  Througti  Pioduction  Design  Support 

•  New  Products  and  Existing  Product  Redesign 

•  CAD.  Giaphics  Models,  Mock-ups.  Prototypes 

Metro  Detroit  610.781.8864 


WORRELL 

DESIGN 


QFD  Market  Research 
Industrial  Design 
Prototyping 
Engineering 
Graphic  Design 
Product  Planning 
ProE/SDRC/Ahas 


6569  City  West  Parl<way 
Minneapolis,  MN  55344 
Phone  (800)  243  -  9075 


CIPD'" 
Corpotote  Identity  thtough  Product  Design" 


inno  design,  iiK. 

577  college  ovenue,  polo  olio,  co  94306 
lei:  415.493.4666  fox:  415.493.6198 
emoil:  innodesign@aol.com 


diutions 


)  for 


i  Complex 

\  problems. 

I   Product  Development 

I  e:ma\\  innov8@adlittle.com 
M    fo/ce  (01)617.498.6556 


IGNITION 

On  the  Telecom  Prairie,  one  firm  is 
big  enough,  advanced  enough, 
creative  enough  to  stand  out. 
IGNITION  product  development 
teams  use  Alias.  Pro-E  and  CNC 
machine  centers  to  create 
"seamless"  design,  including 
computer  images,  virtual  models 
and  engineering  prototypes.  We 
produce  winning  products  in  less 
time  for  consumer  products, 
communications  and  transportation 
companies    around    the  world. 

Dallas 
214  423  7070 


PRODUCT  DESIGN  & 
DEVELOPMENT 


los  angeles.  California 
818. 710.  9737 


ITl  \ 201/941-5500 

JI^U  c-Wi///  GGlDI@aol.com 
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X  &  DECKER 

IMedul  Winner 


11832  Wn 
Pico  Blvd 


LA,  CA  90084 
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Design 

310  479  8330 


Product  Insight,  Inc. 

i         /D£A  Award-w'mncrs 

I  Gold 

I  Mcdka]  f-  Scknlijic  '93 

1  Silver 

I  Comuma  ProAucls  '95 

Bronze 

Biisiiu-.«.s  &  liic/iLSli  ia/  '95 

Product  Insight,  Inc. 

\  6  Lf%-rocfc  \\*y.  Unit  i 

\    ,      Afloii,  MA  01720 

\  508-264-4450 

(n.sij>li(ID(r(«()/.<oiM 


FIND  THE  BEST 


design  managers,  creative  direc- 
tors, designers  and  design  firms— 
worldwide  For  the  best  communi- 
cations, product  and  environmental 
design  specialists,  including  new 
media,  user  interface,  packaging, 
identity  and  every  aspect  of  interior 
design  and  architecture,  screened 
for  your  particular  needs,  call  us. 
Our  clients  are  in  every  industry. 

RITASUE  SIEGEL  RESOURCES 

ph:  21 2-682-2100 /fax:  682-2946 
20  East  46th  Street,  NY,  NY  10017 

www.C0RE77.com 
RitaSueS@aol.com 
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I  MAU  K  design] 

636  FOURTH  STREET 
SAN  FRANCISCO  CA  94  107 
415.243.9277 


Group 
^  F  o  u  R  « 
Design 


We  S  deliver 


MARKETPLACE 
SUCCESS  ^  - 


147  Simsbury  Road 
Avon,  Connecticut  06001 
860.678,1570 
Fax  860.678.0783 
http://www.groupfour.com 
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DESIGN  IT 
TEST  IT 
BUILD  IT 

(REPEAT  3,000.000  TIMES) 


Palo  Alto  Design  Group,  Inc. 
415  327  9444 
marcom@padg.com 


T HAGUE 


Los  .'Vngeles 
Seattle 
.New  York 
Chicago 


The  Future 
of  Design 
Starts  Here 


1.800.223.1400- 
wwvv.wdta.com 


Home 
products 
designed 
to  sell. 

96  IDEA  Silver 

Call,  NYC: 
Bruce  Ancona 
Tel.  212-807-8772 
Fax  212-807-8831 

ANCONA«2 

See  us 
in  stores 
world 
wide. 

I4AUSER 


Hauser  Inc 
Industrial  Design  & 
-Product  Development 

880  Hampshire  Road 
Westlake  Village  CA  913 
phorve  805  497  5810 
fax, 805  497  5820 
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Palo  Alto:  800  60u  IDEO 
San  Francisco:  41  S  778  4700 
Chicago:  847  570  4350 
Boston:  617  863  0022 
London:  144)  171  485  1 170 
Tokyo:  (811  3  5570  2664 


San  Francisco 

415627  0790 
mfo@metadesign.com 

Berlin 

030  69  57  92-12 
berlin@metadesign.com 

London 

0171  613  5558 
london@metadesign.com 


DESIGNWORKS/USA 


A  unique  resource 
for  industrial  design 
and  complete 
product  development 


2201  Corporate  Center  Drive 
Newbury  Park,  CA  91320  USA 
805  499  9590  Tel 
805  499  9650  Fax 


A  BMW  Company 


Kimball  manufacture 
Casegoods,  Table| 
Seating  and  Systen 
for  every  offic 
^  appilcatlot 


Now  that  your  product  will  be  designed  by  a  winner,  there^s  no  stopping 

your  success  in  next  year's 
Industrial  Design  Excellence  Awards! 

Entry  deadline  is  February  14,  1997.  Si 

To  get  on  the  mailing  list  lor  information  this  fall,  contact  the  k% 

Industrial  Designers  Society  of  America  at  j  '» 

fax  (703)  759-7679,  fte 
e-maillDSANHQ@aol.com. 
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oduct  Development 
51.415.  368.  7828 
titude@studiored.com 


E  C  C  O  Design  Inc. 


Delivers  winning  design 
that  captures  market  share. 


212  989.7373  Tel 
212  989.7381  Fax 

eccoicl@aol.com 


o 
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Tel  800  838  3938 

Innova,  inc. 

P.O.  Box  665 
Portsmouth.  N  H 
03802    -  0665 


\  201/941-5^)0 
f-m,iil  (;CilDI@iii)l.coi?i 
I  \;-:r  Yark  Cm  Ami 


&  DECKER 

ileddl  II I/IIU 


Product  Design 

c?eating  res'^ 

90%  of  our  worK  is  repeat  Dusiness. 
Call  Gus  Desbarats  to  find  out  why. 
0+44(0)1252  351200 


19  Bl 
S 


London:  (44)  171,485  1 1  70 
fax  (44)  171  482  3970 

Tokyo:  (81)3  5570  2664 
fax  (81)3  5570  2669 

USA:  800  600  IDEO 
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7  continents 
6  billion  people 
4  oceans 
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Imlu-lrial  De^ignprs  Sm-iflx  i.l  \mi-ni  a 

1142  Walkei  Rua.l 

Greal  Falls,  Virginia  22066  ISA 

703/759.0100 /p/p/j/ione 

703/7.59.7679/n.v 


We  are  proud  to  introduce  this  new  international  section  of  the  Industrial  Design 
Directory.  For  more  information  on  these  advertisers,  please  fax  the  coupon  below. 

Please  send  information  on: 

(list  company  names) 


Send  to: 

Name:  

liile^  

Company:  

Address:  

City^  

State:  Zip;  

Fax  to  the  Industrial  Designers  Society  of  America:  (703)  759-7679 


nM  settle  for  anything  less 

than  the  best  design...because 
your  customers  won't, 
et  your  designs  on  sales  success  now 
by  hooking  up  with 
the  best  in  the  business. 

or  more  information  about  any  of  the 
companies  listed  in  this  directory, 
fill  out  the  coupon  and  send  it  to  the 

Industrial  Designers  Society 
of  America 

n42-E  Walker  Road, 
Great  Falls,  YA  22066; 
fax  (703)  759-7679. 

Or  e-mail  your  request  to 

_^.„  JPMNHQ@goUm.^^.. 
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SOFTWARE 


SURVIVING  THE  AGE 
OF  THE  INTERNET 

Software  dealer  Stream  shifts  to  online  sales  and  support 


lort  Rosenthal  and  Roiy  Cowan 
have  a  wager  on  the  future  of 
tlieir  new  company,  Stream  In- 
Iternational  Inc.  Rosenthal,  who 
is  chairman,  says  half  of  Stream's  busi- 
ness— distributing  software  and  techni- 
cal support  to  coi-porations — will  be  con- 
ducted entirely  over  the  Internet  by 
the  end  of  the  year  Cowan,  the  compa- 
ny's chief  executive,  figures  it  will  take 
at  least  two  years  to  reach  that  level. 

No  matter  who  wins  the  $20  bet,  the 
trend  is  clear:  More  and  more  software 
vdll  be  delivered  over  the  Net.  Soft- 
ware, after  all,  is  the  ultimate  digital 
product — bits  that  can  be  zapped  any- 
where— and  Internet  software  makers 
such  as  Netscape  Communications  Cons, 
have  been  sending  programs  and  up- 
dates over  the  Net  for  more  than  a 
year  Microsoft  Corp.,  which  began  test- 
ing online  selling  late  last  year,  expects 


10%  of  its  products  to  be  delivered  on- 
line within  18  months.  By  1999,  says 
FoiTester  Research  Inc.,  half  of  all  soft- 
ware will  be  dispensed  electronically. 

The  shift  is  appealing  to  software 
makers  and  consumers — both  can 
expect  lower  costs  and  nearly  in- 
stantaneous updates.  But  what  about 
Sti'eam  and  the  other  companies  that 
make  up  the  $30  billion  industiy  that 
moves  progi'ams  fi'om  the  factoiies 
of  software  makei's  to  the  computers 
of  businesses  and  consumers?  "Re- 
sellers are  under  severe  threat," 
says  Fon-ester  analyst  Stan  Dolberg. 

Stream,  a  $1.6  billion  giant  of  the 
industry,  is  determined  to  lead  the 
change — not  get  run  over  by  it. 
Formed  last  April  when  the  Global 
Software  Services  unit  of  R.  R.  Don- 
nelley &  Sons  Co.  merged  with  soft- 
wai'e  distributor  Corporate  Software, 


STREAM'S  Stream  has  already  1 

ROSENTHAL:  gim  moving  away  fri 
"We  aim  to  be  the  "box"  business. 
the  electro7iic  Corporate  Softwa 
middleman"  formed  in  1983,  steei 
clear  of  the  storefrc 
retail  business,  where  companies  such 
Software  Etc.  and  Egghead  Inc 
out  tiny  margins  by  selling  to  C(j 
sumers.  Instead,  it  focused  on  supplyij 
big  companies  with  thousands  of  copi 
of  progi-ams  from  various  manufact 
ers.  It  also  had  been  moving  into  ot 
services  such  as  software  installati 
technical  support,  and  managing  cor 
ratewide  licensing  contracts  with 
ware  makers.  While  these  functions 
essential  for  keeping  big  corporatid 
up-to-date,  few  companies  have  the 
house  staff  for  the  job  and  even 
biggest  software  makers  won't  taki 
on.  Global  Softwai-e  Sei-vices,  meanwh 
grew  as  an  outsourcing  firm  for  s( 
ware  makers — cranking  out  progra 
on  diskettes  and  cd-roms,  printing  m 
uals  and  shipping  boxes  to  resellers. 
CLEARINGHOUSE.  The  combined  com 
ny,  which  is  80%  owned  by  Donnell 
figui-ed  they  could  handle  all  the  step- 
takes  to  move  a  program  fi-om  a  de\i 
oper  such  as  Mici'osoft — a  big  Strej 
customer — to  the  computer  on  a  corj 
rate  desktop.  Wliat's  more.  Stream  (j 
also  take  care  of  upgrades,  technij 
support,  and  other  post-sale  servicesj 
The  Internet  gives  the  Norwci 
(Mass.)-based  company  a  chance  to  'A 
another  service  for  corporate  custom] 
and  expand  its  clientele.  Stream  plans] 
start  with  an  electronic  consun 
"store"  on  the  World  Wide  Web  in  Ju 
"We  aim  to  be  the  electronic  midc 
man  when  someone  wants  to  buy  si 
ware  on  the  Internet,"  says  Rosentl 
On  May  7,  Stream  announced  the  E 
tronic  Licensing  and  Security  Initiati 
a  digital  clearinghouse  to  handle  ord 
and  track  licenses  for  software  de 
ered  in  cyberspace.  The  system,  plan] 
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Now  is  a  particularly  good  time  to  buy  a  Compaq  ProLiant 


4500  server.  (As  if  there  were  ever  a  bad  time.)  That's 


because  from  now  until  June  30,  Compaq  will  give  you  an 


Buy  Any  Qualifying  Compaq  Server  Now 


ND  We'll  Throw  In  An  Extra  Processor  Board 


(Free) 


Compaq  ProLiant  4500  Tower 


additional  processor  board  at  no  additional  cost.' 

Depending  on  the  model  you  buv,  that 
can  mean  up  to  an  80%  boost  to  the  server's 
performance.  And  if  you  decide  later  to  upgrade 
to  Pentium'  Pro  technology,  you  can  protect  your  in\estmcnt 
with  our  premium  Iree  upgrade  program.' 

To  take  advantage  of  this  offer,  call  vour  local 
reseller  today  Or  call  us  at  1800  410-8458  to  locate 
the  Compaq  Reseller  nearest  you.  Buying  a  ProLiant  ; 
server  is  alwavs  a  smart  decision.  Buving  one  now 
could  get  you  a  corner  office. 


I  - 
i  »s 


Tipaq  ProLiant  4i00  Rack 


COMPAa 


©1996  Compaq  Computer  Corporation,  Ml  rights  reserved,  Compaq  registered  U,S,  Patent  and  Trademark  Ot'lice  ProLiant  is  a  registered  trademark  of  f  ompaq  Computer  Corporation,  The  Intel  Inside 
(J,  logo,  Pentium  and  Pentium  Pro  arc  registered  trademarks  of  Intel  Corporation,  Oflcr  valid  in  the  U..S,  during  1996  only,  -Qualilving  models  are  ProLiant  4  JQO  and  4S(>0R  5  /  100  MH/  anil  S  /  I  Si  MH/  onlv 
I         'Applies  to  all  ProLiant  4500R  models.  Limit  one  upgrade  per  server.  For  more  details  on  this  offer  call  L800-410  8458,  For  more  inlormalion  on  our  full  line  ol  servers,  call  I-800-34S-1S18  or  reach  us  on 


Microsoft  Office.  Leading  applications 

designed  for  Windows  95. 

Our  goal  is  to  help  you  work  and  move  faster  in  a  world  of 
bigger  competitors.  Microsoft®  Word,  part  of  the  Microsoft 
Office  suite  of  programs  designed  for  Windows®  95,  is  the  first 
step.  It's  a  word  processor  that  removes  the  barriers  between 
you  and  your  work,  enhancing  the  potential  of  your  software. 

Simple,  everyday  tasks  now  happen  automatically.  Spell- 
checking  and  formatting  happen  on  the  fly,  with  no  secret 
commands  hiding  their  capabilities.  Complex  tasks  are  made 
simple.  The  TipWizard®  assistant  recognizes  when  you're 
doing  something  the  long  way,  and  shows  you  a  simpler, 
faster  way  to  do  it.  And  if  you're  switching  from  WordPerfect" 
to  Microsoft  Word,  special  support  and  tools  makes  the 
transition  fast  and  fluid.  Built-in  file  conversions  allow  you 
to  easily  transfer  your  old  word  processing  files  into  Word, 
while  online  help  for  WordPerfect  users  helps  you  make  the 
change  with  limited  downtime.  You  and  your  people  spend 
less  time  working  around  the  software,  more  time  workmg 
on  the  business  at  hand. 

This  is  Microsoft  Word  for  Windows  95,  Using  the  power  and 
simplicity  of  the  Windows  95  operating  system  to  access  your 
software's  full  potential.  To  achieve  your  company's  full  potential 


Office 


No  obstacles  between  you  and  your  software. 

w  when  you  have  a  question  about  how  to  do  something,  just  ask  the  computi 
do  I  print  an  address  on  an  envelope?  Type  it  in  using  your  own  words  anc?  \ 
Answer  Wizard  walks  you  through  the  process  (InteiliSense"'  technology  i  j 
You  don't  have  to  rely  bn  a  computer  expert  to  show  you  how.  You  don'tji 
e  to  spend  a  month's  income  entraining  and  support,  instead,  the  people  i  i 
r  company  can  find  the  answers  themselves.  • 


ft,  T(pWfzard,  windows,  and  the  W^fldows  loeo  are  registered  trademarks  ana  the  Windows  Start  laao-.  InteiiiSen; 


..ururerrect,  go  to  http://www.microsoft.com/switch:! 


•  Make  the  move  to  working  with  fewer  obstacles 


Microson 


WHER£  DO  yOLi  WANT  TO 


for  later  this  year,  is  backed  by  ibm  and 
AT&T  and  uses  electronic-commerce  se- 
curity guidelines  proposed  by  Microsoft. 

Stream  isn't  alone  in  cyberspace,  of 
course.  Other  software  resellers  includ- 
ing ASCII  Corp.  and  an  alliance  led  by 
Software  Spectrum  Inc.  are  planning 
clearinghouses,  too.  Egghead's  electron- 
ic commerce  subsidiary,  Elekom,  has 
been  testijig  an  online  catalog  for  a  year. 

The  ultimate  competitive  threat  could 
come  from  software  makers,  who  also 
could  go  directly  to  buyers  over  the 
Net.  But  there  are  plenty  of  business 
reasons  why  they  won't — at  least  not 
yet.  While  packaged  software  still  ac- 
counts for  the  bulk  of  sales,  software 
makers  can't  afford  to  lose  the  support 
of  ti-aditional  resellers. 
"HEAVY  LIFTING."  Indeed,  software  mak- 
ers say  they  aren't  interested  in  ending 
the  dealer  system  because  it's  a  way  to 
provide  services  they  can't.  "The  chan- 
nel adds  value  that  will  still  be  impor- 
tant when  we  distribute  electronically," 
says  Johan  Leidgi'en,  Microsoft's  liaison 
with  resellers. 

Rosenthal  is  more  blunt:  "We  do  a 
lot  of  heavy  lifting  for  them,  cheap." 
One  example:  More  than  40%  of  soft- 
ware support  phone  calls  farmed  out 
by  corporations  are  handled  by  Stream. 
And  revenue  from  that  business  is  dou- 
bling every  year,  says  Rosenthal. 

Stream  figures  that  the  Net  can  ease 
some  of  that  heavy  lifting,  too.  Take  li- 
cense management — tracking  the  copies 
of  programs  companies  ai'e  allowed  to 
make  under  "site  hcense"  agi-eements. 
Over  the  Net,  Stream  figures  it  can  get 
a  better  handle  on  how  many  copies 
are  in  use  by  distributing  electronic  "to- 
kens" to  customers.  Whenever  a  com- 
pany needs  another  copy  it  can  get  one 
over  the  Net  by  redeeming  a  token. 

Technical  support  is  another  area 
where  Stream  plans  to  push  into  new 
territory  using  network  links.  Through 
its  electronic  store.  Stream  will  charge 
users  for  help — a  small  fee  for  a  simple 
answer  fi-om  Stream's  technical-support 
database  and  a  higher  one  for  advice 
fi'om  a  real  person. 

Still,  for  Stream's  gamble  to  pay  off, 
the  company  will  have  to  generate  an 
explosion  of  new  business.  Increasingly, 
it  expects  to  make  its  money  off  trans- 
actions— software  downloads,  help  calls, 
license  redemptions — rather  than  from 
marking  up  software  boxes.  That  strat- 
egy requires  volume,  one  reason  why 
Stream  is  using  its  online  store  to  go 
after  thousands  of  new  consumer  and 
small-business  customers.  "We  believe 
being  big  and  nimble  is  better  than 
being  little  and  nimble,"  says  Rosen- 
thal. If  he's  right,  he'll  pocket  more 
than  $20. 

By  Pmd  C.  Judge  in  Nonvood,  Mass. 


Science  &  Technology 


MEDICINE 


A  MIRACLE  DRUG'S 
SECOND  COMING 

Genentech  isn't  overhyping  the  miracle  drug  this  time 


(right)  believes 
physicians  should 
feel  confident 
about  using  the 
clotbusterTPA 


A decade  ago,  Wall  Street  had 
the  heart-attack  drug  tpa 
pegged  as  biotech's  fii'st  bil-  Texas  Stroke 
lion-dollar  blockbuster.  Pio-  specialist  GfOtta 
neered  by  Genentech  Inc.,  the 
gene-sphced  clotbuster  promised  to 
save  hves  and  revolutionize  treat- 
ment, too. 

That  promise  proved  elusive:  Doc- 
tors won-ied  about  tpa's  potent  side 
effects,  hospitals  fretted  over  its  high 
cost,  and  many  patients  didn't  ar- 
rive at  the  hospital  fast  enough  for  it  to 
be  useful.  Last  yeai',  Genentech  sold  just 
$301  million  worth  of  tpa— and  only  after 
spending  tens  of  millions  on  studies  to 
prove  its  value  over  cheaper  rivals. 
OPEN  DOOR.  Now,  in  a  remarkable  case 
of  deja  vu,  tpa  is  again  being  hailed  as  a 
wonder  drug — this  time,  as  the  first 
treatment  ever  for  stroke.  Encouraged 
by  new  studies,  doctors  envision  using 
the  clotbuster  right  after  a  stroke  to 
restore  the  flow  of  blood  and  oxygen  to 
brain  tissue  before  irreparable  damage 
is  caused.  "We've  finally  opened  the 
door,"  says  Dr.  Patrick  D.  Lyden,  a  neu- 
rologist at  the  University  of  California 
at  San  Diego  who  says  he's  "spent  a 
decade  treating  an  illness  for  which 
there  is  no  treatment." 


On  June  6,  an  a 
soiy  committee  to 
Food  &  Drug  Ad 
istration  will  rev 
Genentech's  applica 
to  sell  tpa  as  a  str 
treatment.  The  appl 
tion  has  received 
track  status  and  h 
ai'e  high.  But  this  t 
Wall  Street's  pre' 
tions  are  modest 
best.  Despite  the  gi'eat  promise,  the 
keting  hurdles  in  the  use  of  tpa 
stroke  will  be  even  more  complex  t 
they  were  for  heart  attacks. 

Each  year,  half  a  million  Americ 
suffer  strokes — disniptions  in  blood 
to  the  brain  that  kill  or  damage  b: 
cells.  Strokes  ai"e  the  third-biggest  ki^i 
after  heart  attacks  and  cancer,  and 
leading  cause  of  disability  in  the  IB 
Wliile  about  17%  of  strokes  are  caup£ 
by  a  ruptured  blood  vessel,  the 
majority  are  ischemic:  They  occur  w^i 
a  blockage  in  an  aiteiy  robs  the  braip 
blood  and  oxygen.  Only  about  20*^0 
those  who  have  strokes  die  from  thtn 
but  many  suffer  paralysis  and  impaij 
speech  and  vision. 

The  good  news  is  that  a  slew  of  cj 


iechnology  has  to  keep  getting  smarter. 

Because  people  are. 


Tim  Badger,  Senior  Test  Engineer 
Philips  Broadband  Networks,  Inc.,  Manlius,  NY 


I'm  Tim  Badger,  from  the  Broadband 
Networks  division  of  Philips  Electronics. 
We  make  systems  that  bring  cable  TV  into 
people's  homes. 

As  broadcast  technology  advances, 
we're  helping  deliver  better  pictures  and 
sound.We've  created  more  accurate  ways 
to  test  the  precision  of  TV  signals.  So  cable 
companies  can  keep  improving  the  quality 
of  their  transmission. 

You  can  see  how  we've  made  things 
better.  It's  on  TV. 


PHILIPS 
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Sinartsourcing:  Impact  and  Implementation' 

June  25th  and  26th.  McGraw-Hill  Headquarters,  New  York,  NY. 


(an  outsourcing  your  company's  IT  systems  improve  your  bottom  Hne? 
It  hov/  your  company  can  prosper  by  doing  more  of  what  it  does  best, 
in  Business  Week  and  some  of  America's  most  successful  industry  leaders  for 
lourcing:  Impact  and  Implementation."  This  interactive  gathering  will  focus 
:tive  insourcing  and  outsourcing  strategies  for  businesses,  with  a  particular 
is  on  information  technology. 

you're  a  CIO,  CFO,  SVP  of  Technology,  or  IT  strategist  and  decision 
you  won't  want  to  miss  this  strategic  industry  event. 


Sponsored  by: 

Toshiba 
Trilogy 

With  support  from: 

Intel 
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Science  &  Technology 


TPA  failed  to  deliver  as  a  billion-dollar  heart-attack  druj. 
But  it  may  be  the  first  real  treatment  for  stroke 


panies  have  tai'geted  stroke  as  the  next 
great  opportunity  for  breakthrough 
di"Ugs.  TPA  is  the  first:  In  a  study  pub- 
lished last  December,  researchers  at  the 
National  Institutes  of  Health's  division 
of  stroke  and  trauma  showed  that  if 
TPA  is  given  within  three  hours  of  the 
onset  of  a  stroke,  the  incidence  of  com- 
plete recovery  increases  by  50%. 

Unfortunately,  despite  the  likelihood 
that  TPA  could  be  approved  for  use  in 
stroke  by  next  year,  a  rash  of  dramatic 
recoveries  is  unlikely  for  some  time. 
Fewer  than  10%  of  all  stroke  victims 
cuiTently  make  it  to  the  hospital  in  time 
to  be  treated  with  tpa.  Most  patients — 
and  hospitals — do  not  treat  stroke  as 
an  emergency  in  which 
prompt  intervention  mat- 
ters. Stroke  symptoms  are 
not  as  dramatic  or  painful 
as  a  heart  attack.  And 
brain  damage  or  advanced 
age  can  impair  patients' 
understanding. 

But  delays  plague  the 
entire  system:  Paramedics 
aren't  primed  to  diagnose 
stroke  patients  and  rush 
them  in;  emergency  rooms 
often  "park"  stroke  pa- 
tients, and  facilities  ai'e  not 
organized  to  perform  the 
brain  scans  needed  before 
a  patient  can  get  tpa. 

Even  tpa's  biggest  ad- 
vocates admit  that  many 
neurologists  are  nervous 
about  the  drug's  side  effects.  Studies 
clearly  show  that  more  lives  are  saved 
with  the  treatment  than  without.  But  in 
about  7%'  of  cases,  the  drug  causes 
bleeding  in  the  brain,  which  is  often  fa- 
tal. That  means  doctors  who  give  it  will 
inevitably  be  killing  some  patients  who 
otherwise  would  have  lived.  More  con- 
servative neurologists  are  "quite  hesi- 
tant" to  make  these  quick  trade-off  calls 
that  surgeons  and  trauma  physicians 
regularly  face,  explains  Dr.  John  R. 
Marler,  an  nih  neurologist  who  is  a 
strong  supporter  of  the  drug. 

All  told,  analysts  are  skeptical  that 
Genentech  can  quickly  build  a  block- 
buster market  for  the  drug.  If  approval 
comes  by  1997,  for  example,  analyst 
Reijer  Lenstra  of  Smith  Barney  Inc. 
expects  stroke  usage  to  add  just  $22 
million  in  tpa  sales  in  1998.  "At  one  of 
i  the  trial  centers,  only  1%  of  stroke  pa- 


tients an-ived  at  the  hospital  within  the 
three-hour  time  limit,"  Lenstra  says. 

Genentech's  overestimate  of  the  use 
of  tpa  for  heart  attacks  created  a  gap  in 
revenue  projections  that  led  to  the  com- 
pany's having  to  sell  a  majority  stake  to 
Roche  Holdings  Ltd.  in  199o'.  To  build 
market  share,  Genentech  has  had  to 
help  educate  doctors  and  patients  on 
the  importance  of  hurrying  to  the  hos- 
pital. And  only  time  and  experience 
made  physicians  more  comfortable  with 
the  risk  of  bleeding. 

This  time  the  company's  public  pos- 
ture has  been  cautious.  Chief  Execu- 
tive Arthur  D.  Levinson  will  not  give 
interviews  about  the  drag.  Greg  Vontz, 


Stroke  Signals 


associate  dii'ector  of  marketing  who  was 
there  for  tpa's  launch,  says  the  compa- 
ny's focus  is  on  educating  neiu'ologists — 
not  hyping  the  drag's  prospects  on  Wall 
Street.  "We  have  to  get  the  relation- 
ships built  in  the  hospitals.  We  didn't 
know  that  in  1987,"  he  says. 
HIGH  PRICE.  Indeed,  Genentech  was 
widely  criticized  for  using  high-pressure 
sales  tactics  on  cardiologists  and  hospital 
pharmacies — and  for  pricing  a  typical 
dose  of  tpa  at  $2,200,  about  10  times  the 
cost  of  the  competing  drag,  streptoki- 
nase. Studies  have  showTi  streptokinase 
works  only  slightly  less  well  on  heart  at- 
tacks. Genentech  won't  say  what  it  will 
charge  stroke  patients  for  tpa,  but 
streptokinase  won't  be  a  competitor.  It 
caused  unacceptable  brain  hemon'hage 
rates  in  stroke-treatment  trials. 

Genentech  is  facing  other  competition, 
however.  Intemeuron  Phaiinaceutical  Inc., 


based  in  Lexington,  Mass.,  is  testing  ap- 
called  neui'oprotective  agent  called 
coline.  Instead  of  breaking  up  blood  cl^ 
this  drag  seems  to  reduce  levels  of  jie 
toxic  substances  that  contribute  to  bjjfe 
cell  damage  in  a  stroke's  aftermath,  v 

In  theory,  the  agents  should  be  cio- 
plementary.  But  Interneuron's  trh 
have  shown  patient  recovery  numtfe 
similar  to  Genentech's,  and  they  wife 
achieved  within  24  hours  of  patients 'jp- 
pearing  at  the  hospital,  with  no  seriiJff 
side  effects  obsen'ed,  including  bleedjfe 
The  company  has  been  quick  to  en 
pare  the  agents  in  terms  of  how  thtl 
go  over  with  doctors.  With  tpa,  neujl 
ogists  will  have  to  come  to  the  hosja 
in  the  middle  of  the  night — somethj 
they're  not  used  to,  says  Internet?! 
CEO  Glenn  L.  Cooper.  "Sometimes  tlsi 
practical  things  have  a  big  impact." 

Some  researchers  are  frustrated^ 
such  talk.  They  say  tpa  has  proverit 
self  in  a  large,  well-run  trial  an(i 
much  closer  to  approval.  Physicin 
shouldn't  be  scared  off,  says  Ja; 
Grotta,  director  of  the  stroke  progx 
at  the  University  of  Texas  at  Housi? 
He  finds  Interneuron's  comparisoic 
the  agents  "inflammatory  and  irres]'; 
sible."  Genentech,  meanwhile,  is  tr'i' 
to  extend  the  window  of  time  du'i 
which  tpa  can  be  given  effectively,  n 
it's  testing  another  agent  called  ' 
which  could  be  faster  and  easier  to.' 
minister  for  heart  attacks  or  stroke 

Many  of  the  hospitals  that  particip  f 
in  the  nih  trial  are  trying  to  get  stil 
patients  treated  more  aggi'essively.  St' 
'  are  instituting  "code  stroke"  proced  t 
that  would  set  emergency  personnf  ■ 
action  much  as  a  yell  of  "code  blue" 
for  heart  attacks.  Groups  such  as ! 
National  Stroke  Assn.  are  trying  to  ij. 
the  public  to  learn  the  symptom 
stroke  (table)  and  call  911  as  soo;^i 
they  appear.  | 

But  for  Genentech  to  succeed  % 
this  new  application  will  require  s| 
markable  coordination  of  doctors,  h(| 
tals,  paramedics,  and  patients.  Til 
likely  to  take  years,  even  if  a  hunk 
Genentech  does  everything  right  k 
time  around.  Medicine  is  on  the  brir  ( 
the  fii'st  meaningful  treatment  for  st& 
in  history.  But  the  curious  realiti 
that  making  a  difference  for  scoreW 
patients  is  Ukely  to  be  agonizingly 

By  Joan  O'C.  Hamm 
in  South  San  FranM 


A  new  treatment  that  must  be  administered  within 
hours  after  a  stroke  will  require  patients  to  get  to  a 
hospital  or  a  doctor  quickly  when  they  recognize  the 
following  warning  signs: 

►  Sudden  weakness  on  one  side 

►  Trouble  speaking,  or  poorly  articulated  speech 

►  Sudden  and  severe  decline  in  consciousness 

►  Loss  of  vision  in  one  or  both  eyes;  double  vision 

►  Weakness  and  loss  of  coordination 

►  Dizziness  and  vomiting 
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WHAT  DOES  IT  TAKE 
TO  HATCH  A  SUCCESS? 


A  NEST  EGG. 

The  Annual  Los  Angeles  Technology  VentLire  Forum  (LATVF),  a  program  of 
the  Economic  Development  Corporation  of  Los  Angeles  County  (LAEDC),  Los 
Angeles  Regional  Technology  Alliance  (LARTA),  and  the  ScAithland  Venture 
Alliance  (SVA),  is  designed  to  assist  early  to  mid-stage,  technology-based 
companies  secure  venture  capital  and  alternative  forms  of  financing. 
Don't  miss  this  opportunity  to  preview  the  region's  hottest  technologies!  For 
more  information,  write  or  call  the  Economic  Development  Corporation  at; 
515  So.  Flower  Street,  32nd  Floor,  Los  Angeles,  CA  90071-2205 
Telephone:  (213)  236-4832  •  Facsimile:  (213)  622-7100 

MARCH  27, 1996—  8:00  a.m.  to  5:00  p.m. 
The  Biltmore  Los  Angeles  Hotel,  Los  Angeles,  CA 

Mention  this  Ad  and  Receive  A  Special  Rate! 

1996  LATVF  SPONSORS 
Brobeck,  Phleger  &  Harrison  LLP 
Business  Week 
Capital  Relations,  Inc. 
Coopers  &  Lybrand  L.L.P. 

Cruttenden  Roth 
Fluor  Daniel  Technologies 
Riordan  &  McKinzie 
Silicon  Valley  Bank 
Southern  California  Edison 
Xerox  Technology  Ventures 
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ED  BY  OTIS  PORT 


AR  FOR  THOSE 
D-TO-SPOT 
SUES 

L   SHIPS    MAY  SOON 

heir  sitting-duck  vul- 
)ility  to  missiles, 
ils  have  little  time 
fend  against  the  Ex- 
and  other  modern 
les  that  home  in  on 
ts  at  20  miles  a  minute 
ly  low  enough  to  hide  in 
[utter  of  radar  reflections 
waves.  But  scientists  at 
Javal  Research  Labora- 
(nrl)  in  Washington  are 
ing  on  a  new  radar  sys- 
that  promises  to  spot 
threats  fasten  It  could 
mprove  the  radars  used 
r-traffic  control,  severe- 
[ler  warnings,  and  pollu- 
nonitoring. 

e    new    radar's  key 


component 
is  a  so-called 
agile  miiTor  Because  it's  real- 
ly a  reflective  sheet  of  gas 
molecules,  it  can  reflect  5,000 
radar  beams  every  second 
while  pointing  each  one  in  a 
different  direction.  This  would 
enable  radar  operators  to 
monitor  a  360-degree  area 
while  tracking  multiple  mis- 
siles. And  imlike  cun-ent  i-adai- 
systems,  agile  mirrors  could 


"paint"  their 
targets  with 
beams  of 
different  fre- 
quencies. 
"Two  fre- 
quencies tell 
you  a  lot  more 
about  the  tar- 
get," says  Robert 
A.  Meger,  head  of 
nrl's  Charged  Particle 
Physics  Branch — and  would 
be  better  at  spotting  surface- 
skimming  missiles. 

A  mechanical  miiTor  would 
be  too  big  to  shift  position 
5,000  times  a  second.  That's 
why  the  nrl  uses  a  hot, 
charged  gas,  or  plasma.  The 
plasma  min-or  is  created  by 
firing  a  line  of  electrons 
through  a  neutral  gas  in  a 
box  the  size  of  a  file  cabinet. 
Meger  hopes  to  have  a  proto- 
type ready  to  test  by  1998.n 


SHING  THE  DATA  ENVELOPE 

TARTUP  FOUNDED  ON  14  YEARS  OF 

earch  by  a  University  of  Oregon 
^sics  professor  is  claiming  a  world 
ord  in  data-storage  density.  Templex 
ihnology  Corp.  in  Eugene,  Ore.,  does 
job  by  salting  a  yttrium  aluminum 
•net  crystal  with  billions  of  ions  of  the 
e-earth  metal  thulium.  The  setup  is  re- 
rerated  to  ciyogenic  temperatures,  and 
a  is  written  with  bursts  of  laser  light, 
ch  ion,  depending  upon  its  interaction 
,h  the  crystal,  is  responsive  to  one  of  1 
lion  colors  of  laser  light.  Since  each 
mory  location  is  studded  with  ions  of 


all  colors,  it  can  theoretically  store  up  to 
1  million  bits  of  data. 

So  far,  the  company  hasn't  come  close 
to  that  theoretical  limit.  Its  best  effort 
has  produced  a  density  of  8  gigabits  per 
square  inch,  or  six  times  the  record  1.3 
gigabits  per  square  inch  on  ibm's  latest 
magnetic  disk  drive  for  computers. 

Thomas  W.  Mossberg,  the  professor  who 
sei'ves  as  Templex'  chief  technology  officer, 
developed  the  technique  with  All'  Force 
backing.  While  it  resembles  hologi'aphy,  it 
stores  data  in  computer-fi-iendly  serial 
form,  not  as  hologi-aphic  "pages."  Templex 
is  seeking  business  partners  while  continu- 
ing to  work  with  the  Pentagon.   Peter  Coy 


INNOVATIONS 


huma)i  beings,  antioxi- 
5  such  as  vitamin  E  can 
prevent  cancer  and  heail 
se.  In  trees,  antioxidants 
ar  to   counteract  the 


hamiful  effects  of  ozone  pollu- 
tion. Biologist  Gopi  Podila  at 
Michigan  Technological  Uni- 
versity has  discovered  a  gene 
that  makes  some  aspen  trees 
unusually  ozone-tolerant  by 
triggering  extra  production  of 
superoxide  dismutase,  an  an- 
tioxidant enzyme.  Podila  is 
now  transplanting  the  gene  to 
ozone-sensitive  aspen  trees  to 
determine  whether  antioxi- 
dant genes  could  boost  forest 
productivity  in  polluted  areas. 
■  After  four  years  of  re- 


search. Pace  Foods  Ltd.  has 
developed  a  jalapefio  pepper 
that  delivers  the  expected 
flavor  and  crunchy  texture — 
but  none  of  the  afterburn. 
Now,  the  San  Antonio  food- 
maker  is  introducing  "cool" 
jalapeiio-spiced  salsa  and 
picante  sauce.  The  company 
has  applied  for  a  patent 
on  the  pepper  and  its  genet- 
ic profile.  But  chalk  up 
Pace's  feat  to  painstaking 
cross-breeding,  not  genetic 
engineering. 


LET  YOUR  FINGER 
DO  THE  CHARGING 

CREDIT-CARD  COMPANIES 

lost  about  $1.3  billion  last 
year  as  a  result  of  fraud, 
according  to  estimates  by 
MasterCard  International 
Inc.  But  the  Purchase 
{N.  Y.)  company  in  June 
will  begin  testing  a 
"smart  card"  that  could 
eliminate  80%  of  bogus 
charges,  says  Joel  S. 
Lisker,  MasterCard's  se- 
nior vice-president  for 
security.  Only  mail  and 
phone  orders  would  re- 
main vulnerable. 

The  idea  is  to  store  in- 
formation about  a  per- 
son's fingerprint  in  a  chip 
embedded  in  the  plastic. 
The  data  would  be  a 
long,  encrypted  number 
describing  selected  fea- 
tures, such  as  the  loca- 
tion of  the  ends  of  cer- 
tain fingerprint  ridges. 
MasterCard  evaluated 
other  so-called  biometric 
techniques,  including 
voice  prints,  but  decided 
to  go  with  the  "finger 
minutiae"  approach  de- 
veloped by  Identicator 
Technology  Corp.  in  San 
Bruno,  Calif. 

If  tests  show  the  con- 
cept works  as  expected, 
card  readers  in  stores 
and  banks  would  have  to 
be  outfitted  with  a  pad 
that  scans  a  cardholder's 
fingertip  and  compares 
the  number  it  gets  with 
the  number  in  the  card. 
These  might  cost  only 
$20  each  in  bulk.  And 
they  would  end  the  need 
for  card  users  to  remem- 
ber a  personal  id  num- 
ber. Says  Lisker:  "The 
only  thing  to  remember 
is  which  finger  you  'en- 
rolled,' "  or  had  scanned, 
when  you  applied  for 
youi-  smart  card.  □ 


FOR  FURTHER  INFORMATION:  Go  to  Business  Week  Online  at  America  Online  or  E-mail  dtwjun@businessweek,com 
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KNOWING  WHEN  TO  DUMP 
A  MUTUAL  FUND 


or  specialty,  such 
gold    or  natural 
sources,  happens  to 
unpopular  during 


The  tiny  $57  million 
Monetta  small-compa- 
ny fund  topped  the 
charts  with  a  55.9fJ%  i-eturn 
in  1991,  beating  the  Standard 
&  Poor's  500-stock  index  by 
more  than  25  percentage 
points.  Not  surprisingly,  the 
money  came  pouring  in,  and 
the  fund's  assets  ballooned  to 
$524  million  by  1993.  But 
Monetta's  stellar  performance 
was  achieved  by  deftly  man- 
aging a  small  asset  base,  not 
a  large  one.  So  the  fund  has 
trailed  the  index  an  average 
of  seven  percentage  points 
for  each  of  the  past  four 
years.  It  has  even  fallen  be- 
hind its  peers — with  a  three- 
year  annualized  return 
of  12.89%,  compared 
with  19.49%  for  the  av- 
erage small-cap  fund. 
Time  to  dump  Monetta? 
In  short,  yes.  While 
small-cap  stock  funds 
are  enjoying  strong  re- 
turns this  year,  Monetta 
again  is  no  star 

Consistently  poor  per- 
foi-mance  is  the  most 
compelling  reason  to 
leave  a  fund.  But  it's  im- 
portant "to  analyze  the 
situation  to  explain  why 
a  fund  is  doing  badly 
before  you  dump  it,"  acl- 
vises  Sheldon  Jacobs, 
editor  of  No-Load  Fund 
Investor.  There  may  be 
good  cause  for  sagging 
returns.  Maybe  the  par- 
ticular sector  your  fund 


especially  in  micro  or  small- 
cap  fimds.  That's  what  hap- 
pened in  Monetta's  case.  A 
$100  million  fimd  can  take  5%- 
of  its  assets  and  move  in  and 
out  of  a  small  company  with- 
out controlling  too  many 
shares  or  pushing  up  stock 
piice.  But  when  a  fiind  swells 
to  $1  billion,  putting  5%  of 
its  assets  in  a  small  company 
is  Ukely  to  increase  the  share 
price — and  the  cost  to  the 
fund — or  it  may  leave  the 
fund  with  a  large  holding 
that's  difficult  to  unload.  Re- 
sult? The  manager  has  to  buy 
larger  companies  or  many 
small  ones.  "A  fund  loses  a 
lot  of  flexibilitv"  when  its  as- 


sets grow  quickly,  says  Ken 
Gregory,  editor  of  No-Load 
Fund  Analyst.  Then  the  re- 
turns start  to  suffer 
FASHION.  It's  also  possible 
that  your  manager's  invest- 
ing style  could  find  itself 
out  of  favor. 
Sometimes, 
gi'owth  stocks, 
whose  focus  is  on  earnings 
increases,  are  in  vogue.  At 
other  times,  value  stocks, 
which  have  low  price-earn- 
ings ratios,  pull  in  the  high 
returns.  To  be  sure,  neither 
style  stays  hot  forever. 
Wliat's  important  is  to  avoid 
selling  a  laggard  fimd  simply 
because  the  manager's  style 


fit! 


■mi 
a  SI 

;;ears 


INVESTING 


What  to  Consider 
Before  You  Sell 

PERFORMANCE  Compare  a  fund's  returns  with  its  peers'  and  with 
the  appropriate  index,  such  as  the  S&P  500  or  Russell  2000.  If  the 
fund's  sector  (value,  growth,  small-cap,  large-cap)  is  not  out  of  favor 
but  it  has  done  poorly  three  years  in  a  row,  bail  out. 

MANAGEMENT  TURNOVER  When  a  veteran  manager  leaves, 
investigate  the  replacement's  track  record.  If  it's  good,  give  the  new 
manager  one  to  two  years. 

RAPID  GROWTH  IN  ASSETS  Watch  for  a  quick  asset  increase, 
especially  in  micro  and  small-cap  funds.  Big  is  not  necessarily  bet- 
ter in  such  fund  classes. 

INVESTMENT-STYLE  CHANGE  Understand  your  fund's  investment 
style.  If  the  manager  strays  from  the  mission  stated  in  the  annual 
report  and  prospectus,  it's  a  signal  to  sell. 

CHANGE  IN  INDIVIDUAL  GOALS  Retirement,  for  example,  may 
propel  an  investor  to  move  from  an  aggressive-growth  fund  to  a 


growth-and-income  fund 


time  you're  analyzing 
performance.  Mich 
Price  of  the  Mutual 
ries  fimds,  for  examj 
is  a  die-hard  value 
vestor  Price's  funds 
to  the  bottom  of 
heap  when  gi'owth  invest 
was  all  the  rage  in  1989 
1990.  But  when  the  va 
stocks  took  off  in  1992 
1993,  so  did  Price.  He 
continued  to  do  well.  Throi 
April  of  this  year,  the 
funds  that 
manages  h; 
all  topped 
S&P  .5(J0's  gain  of  6.92%. 

To  avoid  maldng  a  prei 
ture  sale,  compare  the  fui 
returns  vdth  the  appropri 
index,  such  as  the  s&p 
the  Russell  2000,  or 
Morgan  Stanley  Capital 
ternational  index.  We 
them  also  against  other  fii 
that  have  similar  styles  of 
vesting.  If  your  fim( 
in  an  ailing-asset  cl 
but  still  is  doing  bet 
than  its  peers  are, 
may  want  to  hold 
"Stock-pickers  h 
good  years  and  1 
years.  But  start  ask 
t^uestions  about  a  fi 
with  two  years  of 
derperformance  rela 
to  its  peers  and 
market,"  says  Grego 
If  the  sector  hai 
been  unpopular,  con 
er  selling  a  fund  if  it 
lagged  behind  the 
propiiate  index  for  tl 
years  in  a  row.  M 
sure  you  evaluate 
fund  over  time  and 
just  the  years  dui 
wliich  you  owned  it. 
fund  that  recently 
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invests  in  is  currently   into  this  underperfo 


ifiror 


ifw  n 
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out  of  favor,  or  maybe 
there  has  been  a  change 
in  portfolio  manager. 
That  doesn't  mean  you 
should  hold  on — but  at 
least  you  can  then  make 
an  infoi'med  decision. 

One  explanation  for  a 
slump  might  be  a  rapid- 
ly growing  asset  base. 


EXPENSE  HIKE  Excessive  redemptions  spread  fund  costs  over  few- 
er shareholders,  increasing  expenses.  Sell  if  the  expense  ratio 
jumps  to  more  than  1.50%  of  assets  for  domestic  equity  funds, 
1.85%  for  an  international  stock  fund,  and  1.00%  for  a  bond  fund. 

SELLING  COSTS  They  shouldn't  deter  you  from  selling,  but  you 
should  consider  the  28%  capital-gains  tax  bite  and  back-end  loads, 

plus  possible  fees  you'll  incur  to  purchase  a  new  fund.  respectively,  16.08% y 

has  returned  more  ta 


ing  category  witlj 
headline-making  banjj.  . 
Fidelity's  Magellan, 
the  three  years  ens 
Apr.  30,  this  $56  bil| 
flagship  fund  trailed  k 
S&P  .5(10:  The  gains  wtl. 


tus 
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3.30%  of  its  large-cap 
over  the  same  period, 
estor  must  nevertheless 
ler  the  risk  taken  to 
in  such  a  perfoi'mance. 
and's  huge  size  necessi- 
that  manager  Jeffrey 
make  higher-risk,  mar- 
ming  bets.  Given  that 
:ain  strategy,  it's  unlike- 
tgellan  will  be  topping 
larts  as  it  once  did. 
ER  SIGNALS.  Just  as 
years  of  patience  may 
eded  with  a  good  fimd 
bad,  wait  out  the  uree 
mp  ship  immediately 

a    star  manager 
;.  It  takes  about  six 
is  for  a  new  le- 
to  clean  out  the 
cesser's  portfo- 

0  slumping  re- 
aren't  likely  to 
showing  up  un- 
'eai-  or  so  after 
ihange  at  the 

How  long  you 
new  managers 
ds  on  their  past 
mance:  If  it's  sol- 
lit  a  year  or  two. 

1  sooner  if  the 
recoi'd  is  spotty, 
holders  in  Van- 
's Windsor  fimd. 
ample,  would  do 
;o  stay  put  de- 
the  departui'e 
;eran  manager 
Neff,  who  re-  ■ 
in  December  af- 

31-year  reign, 
i  replacement  is 
3S  Freeman,  who 
5  yeai's  of  expen- 
by  Neff's  side.  He 
ely  to  manage  the 
)lio  in  much  the  same 
lis  predecessor  did. 
10  beware  of  managers 
jvander  from  the  fund's 
)n  stated  in  the  annual 
t  or  in  its  prospectus, 
iier  the  change  is  in  risk 
or  in  investing  style — 
from  value  to  growth 
3 — the  alteration  could 
!ignal  to  sell.  Why?  The 
ce  in  your  portfolio  can 
5set,  especially  if  you 
B  each  fimd  for  a  specif- 
ic or  strategy.  In  effect, 
lering  managers  are  not 

what  you  hired  them 


Both  Vista  Capital  Growth 
A  and  Vista  Growth  &  In- 
come A  seem  to  have  strayed 
from  then-  original  investment 
style,  according  to  Mark  Bell 
of  Mark  Bell  &  Associates,  a 
money-management  firm  in 
Chicago.  The  Capital  Growth 
fund  stalled  with  a  small-cap 
growth  portfolio  and  has 
drifted  to  medium-cap  value, 
while  Growth  &  Income  has 
become  a  large-cap  value 
from   a   small-cap  growth 


strategy.  Both  funds  have 
trailed  the  s&p  sou  for  the 
past  tlii'ee  years  through  Apr 
30.  David  Klassen,  who  man- 
ages both  Vista  funds,  agi'ees 
that  the  market  caps  have 
gone  up  but  so  has  the  capi- 
talization of  the  market  as  a 
whole.  "We  go  to  where  the 
attractive  stocks  are,"  he 
says. 

Sometimes  your  decision 
about  selling  a  fiind  has  noth- 
ing to  do  with  its  perfor- 
mance but  depends  upon  oth- 


Time  to  Reevaluate? 


FUND 


3-YEAR  RETURN*  REASON 


BERGER  100 
FIDELITY  MAGELUN 


MONEnA 
VISTA 

CAPITAL  GROWTH  A 


VISTA 

GROWTH  &  INCOME 


S&P  500 


16.22%     Grew  too  big,  too  fast 

16.08       Has  underperformed  the  S&P 
500  for  three  out  of  five  years 

12.89       Has  grown  too  large; 
returns  are  laggifig 

15.10       Became  mid-cap  value  from 
small-cap  growth  fund 

12.56       Switched  to  large-cap  value 
from  small-cap  growth; 
results  have  been  poor 

'R20 


*  Through  April  30,  1996 
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er  factors,  such  as  a  change 
in  your  personal  circum- 
stances. Say  your  last  child 
finishes  college  and  you  no 
longer  need  an  aggressive 
growth  fund  to  foot  school 
bills.  Chances  are  you  would 
rather  have  a  more  conseiTa- 
tive  investment  as  you  ap- 
proach retirement.  Or  per- 
haps you  feel  you  can  no 
longer  stomach  the  volatility 
of  an  intemational  stock  fund. 
Any  change  in  your  invest- 
ment goals  is  a  good  time  to 
evaluate  a  sale. 
HARD  CHOICE.  Mounting  ex- 
ptn^es  should  also  raise  a 
red  flag.  A  fund  that  suf- 
fers lots  of  I'edemptions 
spreads  its  expenses 
over  fewer  sharehold- 
ers. That  increases 
costs  and  thus  eats 
into  youi-  profits.  You 
might  want  to  cash  in 
for  a  lower-cost  fund 
if  the  expense  ratio 
.:;  jumps  to  more  than 
1.50%  of  assets  annu- 
ally for  a  domestic  eq- 
uity fund,  1.85%  for  an 
international  stock 
fund,  or  1.00%  for  a 
bond  fund. 

Another  cost  to  con- 
sider, and  probably  the 
most  important  for  a 
longtime  fundholder,  is 
the  capital-gains  tax. 
Remember  that  you'll 
jjay  up  to  28%'  of  any 
profits  you  have  in  the 
fund  when  you  sell  it. 
Even  if  you  switched 
into  a  better-performing 
fund,  capital-gains  taxes 
plus  any  back-end  fees  and 
future  transaction  costs  for 
a  new  purchase  are  expen- 
sive and  could  leave  you  with 
less  money  in  the  long  run. 
If  you  decide  to  sell,  try  to 
dump  your  shares  before  the 
fund  company  does  its  next 
capital-gains  distribution,  ad- 
vises Bell.  That  way  you 
won't  be  hit  with  a  bigger 
tax  bite. 

Clearly,  there  is  more  to 
consider  when  selling  than 
when  buying  a  fund.  But  if 
you  watch  your  portfolio 
closely,  you  don't  have  to  be 
one  of  the  longtime  losers  in 
a  laggard.        Toddi  Gutner 
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Personal  Business 


GOLF  STOCKS:  SAND  TRAPS 
AND  SMOOTH  GREENS 


If  you're  a  golfer, 
sinking  money  into 
the  sport  probably 
comes  more  easily 

than  sinking  putts.  But  for  a 
fraction  of  what  you've  al- 
ready spent  on  ckibs,  greens 
fees,  and  lost  balls,  you  can 
become  a  shareholder  in  com- 
panies poised  to  profit  ft'om 
the  golf  boom. 

Of  coiu'se,  you're  not  likely 
to  eaiTi  anywhere  near  the  $40 
million  that  golfer  Greg  Nor- 
man collected  from  a  $2  million 
stake  in  Cobra  Golf  after  it 
was  acquired  by  American 
Brands  in  Febinaiy.  But  you 
could  be  as  lucky  as  Stapley 
and  Chris  Russell  of  New 
York,  fii'st-time  equity  owners 
who  got  in  on  the  gi-oimd  floor 
of  a  little-known  club-shaft 
maker  in  1993  and  doubled 
their  money  in  six  months. 
The  company,  Aldila,  was  a 
major  supplier  to  Callaway 
Golf,  maker  of  the  oversized 
Big  Beitha  clubs.  Shortly  after 
the  Russells  cashed  out,  Cal- 
laway cut  back  on  ordei-s  from 
Aldila,  and  the  stock  plimged 
from  .$S  a  share  to  .$4. 

Aldila  exemplifies  the  spec- 
ulative nature  of  golf  stocks. 
Pure  plays  are  limited  be- 
cause many  big-name  brands 
are  part  of  diverse  corpora- 
tions. American  Brands,  for 
example,  now  owns  Cobra, 
Titleist,  and  Foot-Joy,  but  de- 
rives just  10%  of  its  revenues 
from  those  businesses.  Of  the 
30  true  golf  stocks,  most  are 
small,  cash-starved 
companies  that  went 
public  in  1993  on  the 
coattails  of  Callaway's 
successful  initial  public 
offering  the  year  be- 
fore. But  only  eight  of 
those  are  good  invest- 
ment-grade stocks,  says 
David  Bradley  of 
Bradlei/s  Golf  Insider 
(615  333-2000). 

Although  your 


chances  of  achieving  Nor- 
manesque  success  are  about 
as  good  as  making  a  hole  in 
one,  pi'omising  opj^ortunities 
exist.  Buoyed  by  the  inti'o- 
duction  of  Call- 
away's Great 
Big' Bertha  in  1995,  "golf 
stocks  have  come  on  like 
gangbusters  this  yeai",  fueled 
by  the  craze  foi'  ti- 
tanium clubheads," 
says  Bud  Leedom, 
editor  of  Golf  Insight 
&  Investing  (800  4c>4- 
6539).  Trumpeted  by 
the  company  as 
stronger  than  steel, 
titanium  is  in  such 
demand  that  golf  in- 
siders worry  about 
shortages. 

Coastcast,  the 
leading  manufactur- 
er of  titanium  club- 
heads,  is  up  nearly 
125%  year-to-date. 
As  a  major  supplier 
to  clubmakers  such 
as  Callaway  and 
Taylor  Made  Golf, 
Coastcast  surpassed 
first-quarter  earn- 
ings and  revenues 
projections  and,  at 
12  times  earnings,  is 
faii'ly  valued.  Oregon 
Metalliu-gical  (orem), 
a  titanium  supplier 
to  Coastcast,  has 
also  done  well. 
"CONFOUNDING."  Despite  its 
spectacular  success,  Callaway 
is  still  the  least  speculative 
equii)ment  stock.  Demand  foi' 
oversized  clubs  continues. 


KEEPING  SCORE 


SMART  MONEY 


even  as  Callaway  leads  the 
titanium  rally  and  has  re- 
served most  of  its  manufac- 
turing capacity  for  its  titani- 
um woods,  says  Douglas 
Raborn,  a  Del  Ray  Beach 
(Fla.)  money  manager. 

With  more  than  .$550  mil- 
lion in  sales,  annual  com- 
pounded earnings  gi'owth  of 
40%,  and  no  debt,  CaUaway  is 
a  golf  blue  chip.  Since  going 
public,  the 
stock  has  split 
three  times  and  appreciated 
by  almost  1,000%.  But 
Rabom  still  thinks  it's  a  good 


COMPANY/SYMBOL 

IPO 

PRICE 

52-WK. 

CURRENT 

DATE 

HIGH 

PRICE 

CALLAWAY  (ELY) 

im 

3 'A* 

32 

3W 

COASTCAST (PAR) 

16 

24 

22'/ 

FAMILY  GOLF  (FGC!) 

11/94 

5 

30 

28 

NATL  GOLF  PROP.  (TEE) 

20K 

2m 

24K 

SPORT-HALEY  (SPOR) 

5 

m 

m 

Adjusted  for  stock  splits 

DATA  TERRY  McANDREW,  PEACOCK,  HISLOP,  STALEV  i 


He  got  $W  m  illion  from  Cobra's  sale 


value  at  around  $32  a  share 
"because  of  excellent  man- 
agement, a  growing  market 
in  premium  clubs,  and  the 
fact  that  golfers  will  continu- 
ally turn  to  new  equip- 
ment in  the  hopes  of 
playing  this  confound- 
ing game  better." 

Small  clothing  mak- 
ers such  as  Sport-Ha- 
ley, which  sells  only  to 
exclusive  resorts  and 
pro  shops,  are  also  at- 
tractive. The  stock  is 
up  40%  since  early 
April  because  of  faster 
earnings  gi'owth.  Lee- 


dom says.  Plans  to  sell  its 
parel  overseas  make  futt 
grovii:h  likely.  "The  curif 
p-e  ratio  of  26  is  fairly 
sonable,"  Leedom  says. 

Another  way  to  play 
golf  market  is  through 
estate.  Family  Golf  Cent 
which  iims  entertainmenti 
ented  driving  ranges  in  r| 
ropolitan  areas,  came  ouf 
$5  a  share  in  1994  and  is 
at   $25.   Even   so,  fuli 
gi'owth  appears  likely  si 
the  company  is  aggressij 
making  acquisitions,  says 
ry  McAndrew,  an  investr 
adviser  with 
cock,  Hislop,  St 
&  Given  in  Phoe 
But  while  Lead 
likes  the  concept 
beheves  the  stod 
overvalued  at  a| 
of  110.  In  Decer 
1995,  money  ma 
er    George  Sd 
took  a  position,  1 
ever  since,  the  s] 
price  has  been 
ahead  of  earnil 
he  says. 
GREENERY.  A 
dividend  stoci 
National  Golf  P| 
erties  (tee),  the 
golf  real  estate 
vestment  troist, 
Golfweek's  busiil 
editor,  Adam  El 
The  company 
quires  golf  coi 
leases  them  t| 
management  eorl 
ny,  and  collects  [ 
fees.  From  181 
year  ago,  the  si 
is  hovering  arc 
24.  Since  most  golf  reveil 
come    from    greens  it 
Bradley  expects  other  coj 
developers  to  lead  the 
round  of  ipos.  Jack  Nickl 
Golden  Bear  Intemation|| 
a  rumored  candidate, 
company  says  a  public  oi 
ing  or  private  placement! 
possibility,  but  not  any|j 
soon. 

Sure,  golf  stocks  afl 
gamble.  But  for  less 
you'd  wager  on  your 
game,  you  can  own  a  s1k< 
Then,  if  your  game's  W 
working,  maybe  your  m|e 
will  be.  Kerry  CM 
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Even  then,  people  asked  if  we 
had  the  whosy  whatsit  that  connects 
to  the  watchamacallit 


I  Me've  been  helping  people  with  personal  electronics  since  before  there  was  a  personal  electronics  industry! 
If  Whether  you  need  a  tube  for  your  vintage  radio,  something  to  clear  up  your  TV  reception,  advice  on 
ing  together  a  home  theater  system,  or  a  place  to  get  your  out-of-    /'  \ 

'anty  electronics  repaired,  help  is  as  close  as  your  nearby  RadioShack.  )  RclCllOShclCk. 

ve  got  the  products,  the  parts  and  the  people  to  help  you  put  it  all  \bliVe  got  cp.iestions. 

'ther.  For  a  store  near  you,  call  1 -800-THE-SHACK.  We've  got  answers.^' 


FOR  AD  RATES  AND  INFORMATION 

PHONE:  (312)  464-0500 
FAX:  (312)  464-0512  OR  WRITE: 


BusinessWeek 


Marketplace 


BUSINESSWEEK  MARKETPLACE 
500  NORTH  MICHIGAN  AVENUE,  SUITE  2010 
CHICAGO.  IL  60611 


Business  Opportunities 


CONSULTANTS/TRAINERS 


International  firm  expanding  in 
US  needs  independent  consultants 
and  trainers  to  represent  our 
company.  We  offer  some  of  the 
finest  human  resource  development 
programs  available  today.  Very 
high  income  potential.  Extensive 
traimng  and  support.  Management, 
marketing,  or  consultmg  experience 
helpful.  Send  resume  or  brief 
personal  history  to: 

RESOURCE  ASSOCIATES 
CORPORATION 

D.L.  Engle, 
VP  Development 
Dept.  WB66 
100  Kachel  Blvd.,  #150-E 
Reading,  PA  19607 
(800)  799-6227  Ext.  12 
Fax:  (610)  856-5918 


CONSULTANTS  WANTED! 


For  the  explosive  growth  in  ISO  9000 
We  train  you  to  run  your  own  practice. 

Management  experience  required 
Executive  income,  Professional  career 
Stkider  International 
1-800-891-6629 


INCORPORATION 


•  FREE  Intiirmatu)!! 

•  All  50  States  and  Offshore 

•  Reliable  Service  and  Low  Prices 

Corporate  Creations® 
800-672-9110  •  305-672-0686 

http://www.corpcreations.com/cc/ 


TRADEMARK 


How  to 
properly  slice 
a  bagel. 

And  other  things  to  know 
before  opening  a  bagel  sliop. 
Our  Total  Success  Program 
IS  your  guarantee  for  a 

successful  bagel  business 
Call  for  info  and  free  video: 

1  800-878-4070  Dept.  B 

Empire  E 

Bakery  Equipment  Inc. 


$80  Fop  Two  Aspirin? 


Over  90%  of  all  hospital, 
medical  and  health  insurance 
company  bills  contain  substan- 
tial mistakes.  Recover  over- 
charges for  patients  and  make 
half  as  your  fee.  Clients  are 
everywhere.  Make  a  substantial 
doctor's  income  in  the  perfect 
home  based  business.  Affiliates 
being  established  nationwide. 
$10,000  investment  required. 
Call  Ivledical  Recovery  Service, 
Inc.,  for  full  information. 
(800)  700-7089  or  (702)  471  -1 280. 


$450,000  This  Year 
From  Home 


Break  free.  New  ground  floor 
opportunity  yields  $10K  (500%  ROIi 
in  4-6  weeks,  six  figure  income  for 
'96,  No  travel,  no  meetings,  no  MLM 
Call  1-800-432-0018  Ext.  2776 
today  for  free  2  minute  message. 
Freedom  Associates 


Education/Instruction 


Accredited  MBA  and  MS  Degrees 

MiilIv  Willi  pii ilcssK in.ils  hiini  ihc  Unilftl  States  and  around  the 
j,\i'\k-  Yih\  (..in  wiiii  IM.M  s  interatti\c,  (inline  elassrooni 
IM,\I  (.Iters 


An  advanced  degree  program 
named  #1  by  the  U.S.  Distance 
Learning  Association 

No  residency  requirement 


The  flexibility  of  guided, 
self-paced  study  programs 

Credit  transfers 

A  worldwide  student  body 


ik'M  (il  .ill.  vdii  L.in  (.oniplt-lt-  ,in  ISIM  degrt^c-  in  .i.s  little-  .i.s  IS 
iiKinilis  W  illi  .in  .ivcr.ific  ol  Id  liinirs  a  wt^t-k  in  stiKly  tinic. 

Visii  IM\1  (in  lliL-  Iniciiu-i 

II I'll'    \v\x'\x'(.AS( ) (.o.M  ir  i'K( n iDiK.sisi.M  irr.vii. 


I  ISIM  \i  l  -Udd  I  I  I  -ISI.M 

(IH  IJJ  1 

1-AX  II 


(.(.)NTA(  T  I.MM  \IA  |-M  \li. 
AI)MIN(ai.S|,M,(:(  ).M 


^iil  s.  .1  nil  (  III  mn  Si  Ki-i  I,  l<i  u  im  -iSii     I  )i  n\  in.  ( .(  m        >  S(i2J_> 


Franchising 


your  business! 

Call  for  information  about 
"Franchise  Your  Business"  seminars 
scheduled  throughout  the  country,  or 
information  on  franchising. 

Francorp^ 

specialists  In  Franchise  Development 

1-800-FRANCHISE 


CUSTOM  STORAGE  SYSTEMS 

Closet  •  Garage  •  Home  Office  •  Entertainmenl  Center 

No.  1  raleij  in  USA,  Large  exclusive  lernlories 

Complele  training  (t  on-going  support.  /■\0^?>J 


Call  David  Louy,  VP 
(310)  516-7000    FAX  (310)  .53S-267ii 


Catalogs/Marlceting 


Get  Your  Products 
into  miluons  of  mail 

ORDER  catalogs! 
We're  a  commissioned  manufacturer's 
rep  firm  specializing  in  selling  to  this 
growing  market.  Please  call: 
Direct  to  Catalog,  Inc. 
6600  CofiFman  Farms  Road 
Keedysville,  MD  21756 
301/432-4410 


Business  Services 


Business  & 
Computer  Checl^ 

Save  30-50S, 


S]  Q  95 

surting  .11    J.  ^        *  S&I^fiii 

Buy  direct  from  the  manufactUH 

Call  for  a  free  brochure      I  ; 
and  fax  ordering  instructionj  3 


l-800-239-408il 


RESEABCH  REPORT 


■  20,000  ACADEMIC  TOPICS  AVAILAf  _ 

I  Send  $2  for  the  280  page  catalo(  _ 

I  Custom  -  writlen  reports  also  availa, .  ^ 

:  RESEARCH  ASSISTANCE  ^ 

'  1  1322  Idatio Ave. #206BF 

I  Los  Angeles,  CA  90025  z,a 
I  TOLL  FREE  HOTLINE:  800-351 22;"'° 

01  310-477-8226 


Investment  Service?  — 


BATTERIES  DIGESi 
MONTHLY  NEWSLETT 


$79.00/Year  I 
Battery  News  for  Business  P(pJe:i/(||j 
Teksym  Corporation  >  mruy 
1261  Town  Line  Rd 
Maple  Plain,  MN  55359 
Phone  612-179-6190  •  Fax  612.47!l(l!>y  ' 
e-mail  teksym@aol.com  ».  tj.  3 
I  .  W-Ji'Mh 


Education/Instruction 


Teach  Yourself  Anything  With:- 


The  Ultimate  Lesson 

Learn  the  skills  usetJ  by  the  world's 
tnost  successful  people!  Master  any 
sutjject  on  your  own  with  this  10  Point 
Guide  to  self-learning  S14  95  +  S&H 

1-800-555-1439 

http://www.selflearn.com 


Earn 

Your 

College 

Decree 

At 

Home 


'  ACCREDITED  B  S  ,  M  S  ,  8  li(  B  A 
'  Business  Administration,  Finance, 
Accounting,  MIS,  Health  Care  Admin 
Environmental  Science,  Psychology, 
andCnminal 

•  Approved  by       i  'jy  t\  i  r>.i  i 
ma|or  companies  jpj  «mu)iTiD 
Free  catalog:     ™' "!,i,',°".„  

1-800-767-cHAD    ',11  ,■',;;:,:!:" 


MBA  BY  Distance  Learning 

Maioi  British  university  otters  accredited  IVIBA,  no 
Bachelor's  or  GMAT  needed  Chosen  by  Economist 
Intelligence  Unit  as  one  ol  world's  best  IvIBA  programs 

HERlOT-WAn  UNIVERSITY  !  (800)  MBA-0707 
North  American  Distributor  i       Ask  lor  ext  20 
6921  Stockton  St,  Suite  2,  El  Cernto,  OA  94530 
For  immediate  FaxBacIt  literature:  trom  your 
tax  machine's  ptione,  call  (510)  486-8900. 


INVEST  IN  YOU 


Your  VALUE  Is  What  You  Kjio\^, 
Approved  BS's  and  Masters  m  BusinelUcl"'^' 
Engineenng  Through  Distance  Leanj||  .Vrft 


CNU 


16%"^  Pannenia  Strccl,  North  Hillv 

For  Catalog  Call  1-800-782-2 
Web  Site:  http:  //www.cnuas.iB 


EXTERNAL  DEGREl 

BA/BS  MS/MBA  PhD/jf 
I  Credit  for  work  /life  exp  •  Accrl 

(800)  444-8569  (24  hrsi  '"'flO'; 
LaSaLLE  UNIVERSif  1-345 

I  Dept.  569  Mandeville,  LA  7047(f" 


'mtr, 

1' Carre 


University  Deg 


Approved  Self  Paced  Home  lu 
Associate  Bactielors  lUlasters  C:ti 
Emplnasis  in  Business  Admin,  Publictjr 
Health  Care  Admin,  Human  Res*c 
Finance,  Int'l  Business,  Tecti  MgmU 
Paralegal,  Psyctiology,  Computer  Jjj 
1-800/477-2254  (24  hrs)| 
Southern  California  Univel 
for  Professional  Studic] 
1840  E.  17  St-BW,  Santa  Ana,  C/ 


FOR  AD  RATES  AND  INFORMATION 

PHONE:  (312)  464-0500 
FAX:  (3)2)  464-0512  OR  WRITE: 
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international  IVIariceting 


1ART  Bl$INE$S..CHINA 

iwerhouse  of  advice  on  doing  business  with  the  Chinese.  Praised  in  the 
w  York  Times  and  International  Herald  Tribune,  this  one  hour  audio 
isette  is  like  having  your  own  market  advisor  whispering  in  your  ear. 
Programs  also  on  Japan. .Germany. .Mexico 
1-800-247-6553 
5  plus  S4.S0  handling  AMEX  /  VISA  /  MASTERCARD  /  DISCOVERCARD 


)minunications  Products 


avel  Abroad  with  a  PC  & 
fax/modem? 


ct  us  now  for  more 

rnformation' 

Tel.  408  370  SI 05 
I3ERVE  ID:  72623,706 
rel  *44  181  421  4444 
•alia  Tel   +61  i  966  1744 


immunlcations  Services 


\X  BROADCASTING 


7  Per  Mi.nute  24  hour  rates 
inthly  minimum  No  set-up  fee 


800-869-2838 
310-575-5050 

(24  hour  fax-on-demand) 


G  DISTANCE  BLOWOUT! 
Domestic  5.3c  -  13c 
(V  International  Rates! 
rrier  Rates  Available! 
)it  Cards  In  Wholesale! 
falling  Cards  (Bus./Pers.)! 

BRC  800-739-0079 


LOWEST 
3NG  DISTANCE 

iranteed  Savings  Of  At 
Least  10%  Over 

Your  Current  Rate 
Save  10%-40% 
-800-342-1188 


omputer  Equipment 


EWLETT-PACKARD 

Buy-Sell-Trade 

serjel  ColorPro 
skJet  Draft  Pro 

ggedWriler  DrafVMasler 
ictrostalic  Plotters  DesignJet 
Workstations  and  Vectras  also  available 

i  Dasher  &  Associates 

iecond  Ave  ,  S  Birmingtiam.  AL  35222 
»:  205/591-4747  Fax:  205/591-1108 
B-4833  •  E-mall  sales@dasher.com 


CHINA  12  3 


Travel  to... Trade  with... 
Invest  in  CHINA? 

Visit:  http:llwivw.chinal23.com 
E-Mail:  info@chinal23.com 
Tel:  818-282-5201 


internet  Services 


fHow  to  promote 
I  your  business 
I  on  the  ^ 


(800)641-61081 

Association  of  Internet  Users  | 


r.\ae\ess^ 


0  http-.//www.winternet. 

1  ;  com/~webstudio 


i/hy  pay  too  much? 

We  create  exceptional  Web  sites  for 
I  budgets  as  low  as  $1 000  And 

\  If  everybody  knows  more  than  you  about 
the  Web   You  need  our  25-minute  video' 

The  world  Wide  Web:  $29 .  p,us  2  50  S/H 
Gening  Down  lo  Business 

1-800-205-2489  "'"l^^^T"" 


Culinary  Tools 


The  Wusthof-Trident 
GRAND  PRIX 
6"  Cook's 
$?2  $46.50 


FREE  catalog. 

'edible  election 
ol  line  culin^r,' 


(800)  859-6994,  dept  bw66 
Professional  Cutlery  Direct 


Menswear/Fasliion 


MEN*S  WIDE  SHOES 


EEE-EEEEEE,  SIZES  5-13 
High  quality  *  150  styles  •  Free  catalog 


HITCHCOCK  SHOES.  INC. 

Dept.  55F  Hingham,  IVIA  02043 
1-800-992-WIDE 


Sports  Equipment 


Cheat 
At  Tennis 


_E2!_ 


Itknms  Ti  tor!  Your  Own 
Portable 
^  Tennis  Ball 
Machine 

1-800-448-8867 

for  FREE  brochure 


Corporate  Gifts 


Find  over 
i  000  products 

on  the 
>NorW>N»de 
\Neb. 


PROMOMART 

http://www.promomart.com/bw 


Enter  to  win 
M,000  in  FREE 
ad  specialties, 
1  too! 


Corporate  Gifts 


Logo  Tattoos  ! 


1000  Temporary  Tattoos  wilfi  your  Logo, 
Just  $189.00!!! 
or  2000  Tattoos,  Just  $299.00!! 
plus  S7  00  SSH  (CA  add  7  25%  sales  tax) 

Customized!  Full  Color!  2"  X  2"! 


Send  your  sizect.  color  logo,  or  artwork .  along  with 
a  check,  company  P.O.  or  Visa MC  »  lo: 

Calico  Temporary  Tattoos 
315  Plantation  Way  •  Vacaville,  Ca  95687 
Tel:  707/448-7072  •  Fax:  707/446-8273 
Allow  4-6  weeks  for  delivery 


Art/Collectibles 


SALVADOR  DALI 


"Drawers  of  Memor>" 

IWvl  ()rii;irwl  I  ilhirgrapii 
Pencil  Signed  by  Salvador  Dali 

Cnllccl  Raa-.  .Aulhcnln.. 
Dull  Lmiucd  F.dition'.  ( roin  TTie 
«l  Sovrre  uT  Dili  Cnphirs 

SILVERSTATE  FINE  ART 

KRKK  C  ATAL(K; 
1-800-9W-DAI.I  (32M» 


Corporate  Gifts 


PROrVIOTE  YOUR  BUSINESS 
AND  IMAGE 

T  Corporate  giveaways,  recognition  gifts 
-r  Custom  engraved  mugs,  glasses  &  troys 
T  Award  plaques,  signs,  ond  nome  tags 
•;■  Self-  Inking  rublDer  stamps 
c,  LcT^,/  (800)545-1132 

tittp://ww,v.websia'ppcom/-slQmps 


PROMO  DEPOT 

DISCOUNT  PROMO  MERCHANDISE 


IMPRINTEDi 
PORCELAIW 
MUGS 


YOUR 

LOGO  AS  LOW  AS 

HER 


LOW  AS^^^^^  _ 

^  ^^^AS  LOW  AS  ■ 

9!!iT79^J 


1  (800)  670-3050 

FAX:  (510)781-3905  •  FREE  BROCHURE 


Travel/Sales  Equipment 


Finally,  STANDARD 
&  CUSTOM  MADE 
WHEELED  CASES 
for  whatever  you 
want  to  sell, 
present  or 
protect! 
CALL  NOW  lor  a 
FREE  Brochure: 

,.„..M.,i„  800-673-6341 

fteiiSA Since  1078  FAX:  1-912-537-4492 


When  it  comes  to  choosing  an  employee  dental  pla  | 
weVe  raised  the  optbns  and  lowered  the  price,  d 

Introclucing  the  Choice  Dental  Plan  from 
Bkie  Cross  of  CaHfornia.  The  revohitionary 
new  phni  that  offers  employees  PPO,  HMO 
and  out-of-network  dental  care,  phis  the 
flexihihty  to  change  plans  as  ohen  as  they 
want. 

And  now,  most  of  our  plans  can  deliver 
all  of  those  oj)tions  for  considerahly  less 
than  yon  and  yonr  employees  would  expect 

■'%Slipf 

*Rliie  Cross  orCiilil'diTii;!  is  :ui  liiilcpfiulriil  Licensee  (il  Ihe  liliie  Cross  ^ssoeialicjn.  R  \  rcKislci-ed  Irviile  ni.n  k  ol  Ihe  f'lue  ("ross  Associntioii.  <   IHOfi  lilue  Cross  of  Ca    r~  , 


to  pay —  thanks  to  oiu'  expertise  in  manag  ^ 
plan  utilization  and  negotiating  fees  wit 
thousands  of  participating  dentists. 

If  yonr  company  has  50  or  more  employ 
call  your  local  Blue  Cross  hroker,  consults 
or  group  sales  office  for  more  informatior 
Ajid  we'll  show  you  a  plan  to  keep  everyo 
smiling.  Including  Accounts  Payahle 


Blue  Cross  of  Califorr 


usiness  Week  Index 


ODUCTION  INDEX 


lange  from  last  week  0  / 
lange  from  last  year:  6./''o 


PRODUCTION  INDEX 

May  1U128.8 


J  ■  ■  I  ■  1  ■  ■  1  


ay  Sept 
595                       1  99  5 
index  IS  a  4-week  moving  average 

Jan. 
1996 

May 
1996 

production  index  increased  moderately  during  the  week  ended  May  11. 
re  calculation  of  the  four-week  moving  average,  the  index  rose  to  129.8, 
a  revised  129.1,  Seasonally  adjusted  output  levels  of  electric  power, 
(S,  paper,  and  lumber  led  the  increase.  Rail-freight  traffic  and  auto,  steel, 
coal  production  were  down  for  the  week. 

leading  index  will  be  unavailable  for  an  indefinite  period  of  time. 

oduction  index  copynglit  1996  by  The  McGraw-Hill  Companies 

ADING  INDICATORS 

LATEST 
WEEK 

WEEK 
AGO 

YEARLY 
%  CHG 

CK  PRICES  (5/17)  s&p  500 

668.91 

652.09 

27,6 

PORATE  BOND  YIELD,  Aaa  (5/17) 

7.72% 

7.87% 

0.4 

USTRIAL  MATERIALS  PRICES  (5/17) 

109.9 

110.4 

-15.7 

INESS  FAILURES  (5/10) 

NA 

NA 

NA 

L  ESTATE  LOANS  (5/8)  billions 

$506.4 

$505.7 

6.0 

m  SUPPLY.  M2  (5/6)  bill  ons 

NA 

NA 

NA 

riAL  CLAIMS.  UNEMPLOYMENT  (5/4)  thous 

340 

348 

-7.4 

rces:  Standard  &  Poor's.  Moody's.  Journal  of  Commerce  (inde 
adstreet  (tailures  of  large  companies),  Federal  Reserve,  Labor 

X;  1990=100),  Dun 
Dept. 

rEREST  RATES 

ERAL  FUNDS  (5/21) 

LATEST 
WEEK 

5.23% 

WEEK 
AGO 

5.25% 

YEAR 
AGO 

5.99% 

AMERCIAL  PAPER  (5/22)  3  month 

5.37 

5.38 

6.04 

ITIFICATES  OF  DEPOSIT  (5/22)  3  month 

5.35 

5.35 

6.00 

ED  MORTGAGE  (5/17)  30  year 

8.27 

8.44 

8.40 

USTABLE  MORTGAGE  (5/17)  one  year 

5.97 

5.92 

6.15 

ME  (5/22) 

8.25 

8.25 

9.00 

rces:   Federal  Reserve.  HSH  Associates,  Bloomberg  Financial  Markets 


PRODUCTION  INDICATORS 


LATEST 
WEEK 

WEEK 
AGO 

YEARLY 
%  CHG 

STEEL  (5/18)  thous,  of  net  tons 

1,989 

1,977# 

-0.1 

AUTOS  (5/18)  units 

143,205 

146,001r# 

6.7 

TRUCKS  (5/18)  units 

130,034 

127,030r# 

3.1 

ELECTRIC  POWER  (5/18)  millions  of  kilowatt-hrs 

59,746 

59,021# 

2.6 

CRUDE-OIL  REFINING  (5/18)  thous.  of  bbl./day 

14,053 

14,041# 

-1.9 

COAL  (5/11)  thous.  of  net  tons 

18,915« 

19,583 

-0.8 

PAPERBOARD  (5/1 1)  thous.  of  tons 

879. 3# 

875. 7r 

-0.6 

PAPER  (5/11)  thous.  of  tons 

811. 0# 

816. Or 

-3.5 

LUMBER  (5/11)  millions  of  ft. 

454. 9# 

451.0 

7.1 

RAIL  FREIGHT  (5/1 1)  billions  of  ton-miles 

24.8# 

25.5 

1.2 

Sources:  American  Iron  &  Steel  Institute,   Ward's  Automotive  Reports.  Edison  Electric 
Institute,  American  Petroleum  Institute,  Energy  Dept.,  American  Forest  &  Paper 
Association.  WWPAi.  SFPA2,  Association  of  American  Railroads 

PRICES 

LATEST 
WEEK 

WEEK 
AGO 

YEARLY 
%  CHG 

GOLD  (5/22)  $/troy  oz. 

390.800 

392.200 

2.2 

STEEL  SCRAP  (5/21)  #1  heavy,  $/ton 

142.50 

142.50 

0.0 

COPPER  (5/18)  ?/lb. 

130.5 

131.6 

0.2 

ALUMINUM  (5/18)  c/ib 

76.5 

77.0 

-8.9 

COTTON  (5/18)  strict  low  middling  1-1/16  in.,  e/lb.  82.64 

85.32 

-19.8 

OIL  (5/21)  $/bbl. 

22.47 

21.21 

13.8 

Sources:  London  Wednesday  final  setting.  Chicago  market,  Metals 
market,  NYMEX 

Week,  Memphis 

FOREIGN  EXCHANGE 

LATEST 
WEEK 

WEEK 
AGO 

YEAR 
AGO 

JAPANESE  YEN  (5/22) 

106.95 

106.74 

84.18 

GERMAN  MARK  5/22) 

1,54 

1.53 

1.39 

BRITISH  POUND  (5/22) 

1.51 

1.51 

1.61 

FRENCH  FRANC  5/22) 

5.21 

5.19 

4.97 

ITALIAN  LIRA  (5/22) 

1558.8 

1554.0  1640.8 

CANADIAN  DOLLAR  (5/22) 

1.37 

1.37 

1,37 

MEXICAN  PESO  (5/22) 

7.378 

8.250 

6.080 

Sources:  Major  New  York  banks  Currencies  expressed  in  units  per  U  S  dollar, 
except  tor   Britisti   pound   in  dollars 


N  data  in  the  production  indicators  are  seasonally  adjusted  in  computing  the  BW  index  (chart),  other  components  (estimated  and  not  listed)  mclude  machinery  and  defense 
pment,   1-Western  Wood  Products  Assn.       2=Southern  Forest  Products  Assn.         3=:Free  market  value       (MA=Not  available       r=revised       NM=Not  meaningful 


THE  WEEK  AHEAD 


ITING  HOME  SALES 

■■day,  May  28,  8:45  a.m.EDT^  Sales  of 
ing  homes  probably  fell  to  an  annual 
of  4,03  million  in  April,  according  to 


the  current  economic  situation  surged  to 
118.2  in  April,  from  110  in  March. 

GROSS  DOMESTIC  PRODUCT  REVISION 


Tiedian  forecast  of  economists  surveyed 
MS  International,  one  of  The  McGraw- 
Companies.  Sales  had  increased  5.9% 
arch,  to  a  4.21  million  pace,  but  high- 
ortgage  rates  are  starting  to  chip  away 
jmand. 

SUMER  CONFIDENCE 

■day.  May  28.  10  a.m.EOT^  The  Con- 
ice  Board's  index  of  consumer  confi- 
e  likely  slipped  to  101.8  in  May,  after 
)ing  nearly  seven  points  in  April,  to  a 
3  reading.  Consumers'  assessment  of 


Thursday,  May  30,  8:30  a.m.EDT>-  The  mms 
median  forecast  for  the  first  revision  in  real 
GDP  expects  no  change  in  the  initial  growth 
rate  of  2.8%  (at  an  annual  rate)  for  the  first 
quarter.  However,  the  upward  revisions  to 
February  and  March  retail  sales  suggest 
that  consumer  spending  may  have  been 
stronger  last  quarter  than  first  thought.  The 
economy  grew  at  just  a  0.5%  rate  in 
1995's  fourth  quarter.  Aftertax  profits  likely 
rose  1.1%  in  the  first  quarter  from  the 
fourth.  That's  slightly  less  than  the  1.9% 
gam  in  the  fourth  quarter. 


NEW  HOME  SALES 

Thursday,  May  30,  10  a.m.EDT>-  Sales  of 
new  single-family  homes  probably  rebound- 
ed to  an  annual  rate  of  683,000  in  April, 
after  plunging  7.6%  in  March  to  a  672,000 
rate. 

PERSONAL  INCOME 

Friday,  May  31,  8:30  a.m. edt>-  Personal 
income  probably  increased  by  a  solid  0.4% 
in  April,  projects  the  mms  survey.  However, 
consumer  spending  was  likely  up  a  smaller 
0.2%  for  the  month,  as  services  offset  a 
0.3%  drop  in  retail  goods  purchases.  In 
March,  personal  income  increased  by 
0.5%,  while  spending  jumped  0.6%  on 
strong  motor-vehicle  sales. 
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Index  to  Companies 

This  index  gives  the  starting  page  for  a  stoiy  or 
feature  with  a  significant  reference  to  a  company. 
Most  subsidiaries  are  indexed  under  their  own  names. 
Companies  listed  only  in  tables  are  not  included. 


A&R  Industrial  Design  70. 74 
ABB  34 
Acer  70. 77 
AEG  82 

Aeltus  Investment 
Management  38 
Aldila  126 
Altitude  70 
American  Airlines  50 
American  Brands  (AMB)  126 
America  Online  (AMER)  18 
AmeriCredit  (ACF)  108 
AMR  (AMR)  18,50 
Ancona  2  70 

Anderson  Design  Associates  70 

Aon  Risk  Services  36 

Apple  Computer  (AAPL)  46, 70. 77 

Archer  Daniels  Midland  (ADM)  46 

ascii(IFMX)  114 

Ashcratf  Design  70 

Astra  12 

AT&T  (7)  44,64, 114 
Austrian  Airlines  50 
AvialKAVL)  93 

B 


Bankers  Trust  (BT)  46 
Bank  of  California  35 
Bear  Steams  90 
Black  &  Decker  (BDK)  82 
Bombardier  70 
Bosch  82 
Bose  70 

British  Aiiways  (BAB)  50 
C 


Call-America  36 
Callaway  Golf  126 
Calvin  Klein  8 
Canon  77 
CBS  32.34 

CDA  Equity  Intelligence  90 
Charles  River  Associates  52 
Chiron  (CHIR)  46 
Chrysler  (C)  35.70 
Clipper  Group  90 
Coastcast  126 
Cobra  Golf  126 

Compaq  Computer  (CPQ)  18,84 
Compuserve  44 

Computer  Associates  International 
(CA)  46 

Continental  Airlines  (CALA)  50 
Coopers  &  Lybrand  69 
Corporate  Software  114 
Country  Music  Television  32 
Cray  Research  (CYR)  42 
Crown  Equipment  70. 81 


Davison  &  Associates  70 
Delta  Air  Lines  (DAL)  50 
Design  Continuum  70 
Design  Workshop  70 
Deutsche  Morgan  Grenfell  8 
Deutz-FahrAgrartechnik  74 
Donaldson  Lufkin  &  Jenrette  64 
Donnelley  (R.R )  114 
DRI/McGraw-Hill  (MHP)  52 


Eastman  Kodak  70. 84 
ECCO  Design  70.76.85 
Edwards  (A.G.)  102 


Egghead  (EGGS)  114 
Enviroimpact  12 
Eurotunnel  46 
Excite  44 


Fairfield  Financial  Advisors  90 
Family  Golf  Centers  (FGCI)  126 
Fiat(FIA)  34 
Fidelity  Investments  90 
Fidelity  Magellan  Fund 
(FMAGX)  124 
Fingerbut  (FHT)  69 
Fisher-Price  70. 75. 83 
Fitch  70 
Foot -Joy  126 
Ford(F)  56.70 
Forrester  Research  44, 114 
Forte  Technologies  18 
Fox  (NWS)  32 
frogdesign  70. 77 
Fujitsu  42,70 


Gap  (GPS)  8 
Gartner  Group  (CART)  42 
Gaylord  Entertainment  32 
Genentech  (GNE)  118 
General  Electric  (GE)  34 
General  Motors  (GM)  12.56 
Global  Aviation  Associates  50 
Global  Software  Services  114 
Golden  Bear  Intemational  126 
Greenway  Partners  64 

H 


Hams  (Louis)  36 
Hewlett-Packard  (HWP)  70. 97 
Hilti  82 
Honda  56 

Humphrey  Instalments  84 


Ibbotson  Associates  38 

IBM  (IBM)  12.18,64,114,123 

id  Software  6 
Identicator  Technology  123 
IDEO  Product  Development  70, 84 
Innovabons  &  Development  70 
Insight  FnterprisesEnsigbt  90 
Interneuron  Pharmaceutical  118 
IPO  Value  Monitor  6 
Isuzu  56 
iVillage  44 


Jones  (Edward  D.)  90 
K 


Kaufman  (Henry)  90 
Kenwood  70,76 
Kirin  Brewing  35 
KLM(KLM)  50 

Klockner-Humboldt-Deutz  74 
Knoll  Group  34 

Kopp  Investment  Advisors  108 


Labor  Ready  (LBOR)  108 
Lufthansa  50 
Lycos  44 

M 


Mark  Bell  &  Associates  124 
Martha  Stewart  Living 
Enterprises  46 


MasterCard  69.123 
Mazda  56 

McDonald's  (MCD)  134 

McDonnell  Douglas  (MD)  40,46 

McGraw-Hill  (MHP)  131 

MCI  Communications  (MClC)  36 

Mercury  Finance  134 

Merrill  Lynch  (MER)  8, 90, 97. 98 

Metabo  82 

MFS(MFST)  6.44 

Microsoft  (MSFT)  75.97,114 

Mitsubishi  34,35 

MMS  International  (MHP)  131 

Monetta  (MOim)  124 

Morgan  Stanley  (MS)  98,124 

Morrison  Knudsen  (MRN)  12 

Motorola  (MOT)  6, 70, 81 


Nashville  Network  32 
National  Golf  Properties  (TEE)  126 
NatWest  Securities  (NW)  34 
NCR  70 

NEC  (NIPNY)  42 
Nellcor  Puritan  Bennett 
(NELL)  103 

Netcom  On-Line  Communication 
Services  (NETC)  44 
Netscape  Communications 

(NSCP)  90,114,134 
Nike(NKE)  8 
Nikon  35 
Nintendo  70 
Nissan  56 

Northrop  Grumman  (NOG)  34 
Northwest  Airlines  (NWAC)  50 


Ogiivy  &  Mather  32 
Olivetti  Office  USA  70,85 
Olympic  Mitsubishi  35 
Oracle  (ORCL)  64 
Oregon  Metallurgical  126 


Pace  Foods  123 
Packard  Bell  77 
Panasonic  85 
ParmaDesign  70 
Peacock  Hislop  Staley  &  Given 
Penney  (J.C)  (JCP)  69 
Peoplesoft  92 

Philips  Electronics  (PHG)  70 
PonteVedra  Partners  108 
Primenca  69 
Procter  &  Gamble  (PC)  44 
PSINet (PSIX)  44 
Purvm&Gertz  52 
Putnam  Investments  46 


Qantas  50 


Ralph  Appelbaum  & 
Associates  80 
Rauscher  Pierce  Refsnes  93 
Roche  Holdings  118 
Rolls-Royce  34 
Ryder  System  (R)  93 

S 


Sabena  50 
Sabretech  40 
Saks  (SKS)  46 
Salomon  Brothers  (SB)  64 
Samsung  70 
Sanwa  Bank  26 
Sega  of  Amenca  70 
SH&E  50 
Siemens  34,70 
Silicon  Graphics  (SGI)  42 
Singapore  Airiines  50 
Sky  Station  International  6 


Smaby  Group  42 
Smart  Design  70 
Smith  Barney  102,118 
Software  Etc.  114  I 
Software  Spectrum  (SSPE)  11 
Sony(SNE)  14,70,83  I 
Sport  Haley  (SPOR)  126  ] 
Standard  &  Pooi^s  (MHP)  90.  ( 
Staples  (SPLS)  85  ' 
Staubitz  Design  70, 85  j 
Steelcase  70 
S3  90 

Stralem  Investments  90 
Strategic  Insight  90 
Stream  Intemational  114 
Subaru  64 
Sundberg-Ferar  70 
Swissair  50 

Symbol  Technologies  (SBL) 


Taylor  Made  Golf  126 
Teen  Research  Unlimited  8 
Templex  Technology  123 
Texas  Instmments  (TXN)  46 1 
Thermo  King  34 
Thomscn  70 
Time  (TWX)  46 
Titleist  126 
Tommy  Hiltiger  8 
Toyota  aCYOY)  56 
Travelers  (TRV)  102 
T  Rowe  Price  97 
T  Rowe  Price  Mid-Cap  Grow 

Fund  (RPMGX)  97 
T  Rowe  Price  Science  &  Tec4 

Fund  (PRSCX)  97 
T.  Rowe  Price  Spectrum  Grc 

Fund  (PRSGX)  97 
TWA  (TV/A)  50 

U 


UAL  (UAL)  50 
UBS  Securities  56 
Unisys  (UlS)  64 
United  Airlines  (UAL)  50 
USAir(U)  40.50 
USTmst  108 
USWest(USW)  64 
UUNet  Technologies  (UUND| 
V 

ValuJei  (VJET)  40. 46 
Vanguard/Windsor  Fund 
(VWNDX)  124 
Visa  69 

Vista  Capital  Growth  A 

(VCAGX)  124 
Vista  Growth  &  Income  A 

(VGRIX)  124 

W 


Warburg  Pincus  (E  M.)  34  , 
WebTrack  Information  Servij 
Westinghouse  (WX)  12.32,1 
Wheat  First  Butcher  Singer | 
Wilkahn  70 
William  Stumpf  +  AssociatI 
Wolfensohn  Uames  DJ  46  [ 
Wrgley  (William)  (WWY)  9/| 

Y 


Yahoo!  (YHOO)  44. 134 
Yankee  Group  44 
Yasuda  Manne  15 


Zacks  Investment  ResearclJ 
Ziba  Design  70.76 
Ziff  Communications  44 
Zurich  Kemper  Investment! 
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ivestment  Figures  of  the  Week 


M 


ENTARY 

)cks  rose  to  record  lev- 
vated  by  hopes  that  a 
economy  would  keep  cor- 
earnmgs  in  high  gear, 
ig  oil  prices  propelled 
stocks,  but  the  gams  in 
rt  hurt  the  bond  market. 
)f  30-year  Treasury 
;tayed  well  below  7% 
lout  the  week.  Traders 
eased  that  the  Federal 
!  left  short-term  rates 
ged  on  May  21.  Tokyo 
weren't  able  to  break 
1  the  22,000  barrier. 


STOCKS 

May  Nov. 


May     IVlay  16-22 


r 

w 

I  SIP 

f  500 


52-week  change 

+28.3% 


1-week  change 
+2.0% 


BONDS 

May  Nov. 


675 

G73.I5 


—Mr 


52-week  change 
-2.5% 


May     May  16-22 


THE  DOLLAR 

May      Nov.  May 


May  15-22 


m 


1-week  change 

+0.3% 


52-week  change 


1'Week  change 

+0.3% 


RKET  ANALYSIS 


rocKS 


Latest 


%  change 
Week  52-week 


NES  INDUSTRIALS  5778.0 

E  COMPANIES  (S&P  MidCap  Index)  242.3 

DGMPANIES  (Russell  2000)  364.6 

VIPANIES  (Russell  3000)  389.3 

GN  STOCKS  Latest 


2.7 
0.6 
1.8 
1.8 


30.2 
27.4 
33.8 
29.6 


%  change  (local  currency) 
Week  52-week 


<  (FINANCIAL  TIMES  100) 
[NIKKEI  INDEX) 
rO  (TSE  COMPOSITE) 


3764.2 
21958.0 
5239.9 


-0.3 
-0.4 
0.5 


13.1 
37.5 
18.0 


FUNDAMENTALS 

Latest 

Week  ago 

Year  ago 

90-DAY  TREASURY  BILL  YIELD 

5.18% 

5.14% 

5.83% 

30-YEAR  TREASURY  BOND  YIELD 

6.81% 

6.84% 

6.74% 

S&P  500  DIVIDEND  YIELD 

2.09% 

2.13% 

2.55% 

S&P  500  PRICE/EARNINGS  RATIO 

19.7 

19.4 

16.3 

TECHNICAL  INDlCAY^Wi 

Latest 

Week  ago 

Reading 

S&P  500  200-day  moving  average 

614.5 

611.7 

Positive 

Stocks  above  200-day  moving  average 

67.0% 

67.0% 

Neutral 

Speculative  sentiment:  Put/call  ratio 

0.49 

0.51  r 

Negative 

Insider  sentiment:  Vickers  sell/buy  ratio 

2.14 

2.36 

Neutral 

lUSTRY  GROUPS 


lONTH  LEADERS 


%  change 


BLOOMBERG  FINANCIAL  MARKETS 


%  change 


1-month 

12-month 

Strongest  stock  in  group 

1-month 

12-month 

Price 

19.4 

44.1 

CHARMING  SHOPPES 

30.5 

72.2 

7V4 

14.2 

56.4 

COCA-COLA 

18.1 

59.3 

46^2 

13.2 

38.2 

XEROX 

18.6 

35.1 

I59V8 

12.2 

54.8 

ANDREW 

28.9 

61.5 

5454 

10.9 

34.9 

FLEETWOOD  ENTERPRISES 

14.3 

39.1 

28 

%  change 
1-month  12-month 

Weakest  stock  in  group 

%  change 
1-month  12-month 

Price 

-4.1 

-7.1 

CALIBER  SYSTEM 

-7.1 

-2.3 

373/4 

-4.0 

-2.6 

NUCOR 

-11.1 

10.8 

55 '4 

-3.1 

20.5 

TELE-COMMUNICATIONS 

-5.7 

23.2 

I8V4 

-3.0 

55.1 

UNITED  HEALTHCARE 

-11.5 

40.3 

53 '/s 

-1.8 

19.0 

BRUNSWICK 

-8.7 

5.0 
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eek  total  return 


% 


!TICO  MICROCAP  INSTL 
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AGEUR  AGGRESSIVE  GROWTH  A 

ek  total  return  % 

NER  SMALL  CAP  EQUITY  130.6 
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//DW  SMALL  CAPITALIZATION  GROWTH  91.5 


LAGGARDS 
Four-week  total  return 


21.5    CAPSTONE  NEW  ZEALAND 
21.5    CALVERT  NEW  AFRICA 
20.4    PIONEER  INDIA  A 

52-week  total  return 


% 


-3.6 
-3.3 
-3.2 
% 


STEADMAN  TECHNOLOGY  GROWTH  -7.7 
EV  MARATHON  GREATER  INDIA  6.5 
UNITED  SERVICES  CHINA  REGION  OPPORT         5  8 
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LATIVE  PORTFOLIOS 


amounts  represent  the 
It  value  of  $10,000 
id  one  year  ago 
h  portfolio 

ntages  indicate 
3y  total  returns 


U.S.  stocks 

$13,028 

-+1.08% 


Foreign  stocks 
$11,544 

+0.86% 


Treasury  bonds 

$10,639 

+0.03% 


nil 

Money  market  fund 


+0.11% 


DRI/McGRAW-HILL 


Gold 

-0.56% 


on  this  page  are  as  of  market  close  Wednesday,  May  22,  1996,  unless  otherwise  indi- 
ndustry  groups  include  S&P  500  companies  only;  performance  and  sfiare  prices  are  as 


of  market  close  May  21,  Mutual  fund  returns  are  as  of  May  17.  Relative  portfolios  are  valued 
as  of  May  21.  A  more  detailed  explanation  of  this  page  is  available  on  request.  r=revised 
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Editorials 


RUBIN  BONDS 
ARE  A  BAD  IDEA 

Call  us  grouchy  but  we  don't  like  the  new,  inflation-indexed 
Rubin  Bonds.  With  all  due  respect  to  Federal  Reserve 
Chairman  Alan  Greenspan  (who  likes  them)  and  Treasury  Sec- 
retary Robert  E.  Rubin  (who's  issuing  them),  we  worry 
about  this  highly  touted  "risk-free"  asset  about  to  be  sold  to 
millions  of  unsophisticated  investors. 

It's  not  that  indexed  bonds  don't  hold  certain  virtues  for 
some  financial  constituencies.  Govemment  hkes  them.  By  is- 
suing long-term  bonds  that  guarantee  a  fixed  interest  rate 
over  inflation,  Washington  thinks  it  can  finance  its  huge  debt 
at  lower  interest  rates.  Individuals  will  like  the  concept  be- 
cause they  think  they  wiW  be  able  to  sock  away  savings  for 
retirement  without  having  to  woiry  about  inflation. 

But  that's  precisely  the  problem  with  the  Rubin  Bonds. 
People  should  worry  about  inflation.  They  should  not  be  in- 
sulated from  its  corrosive  power.  They  should  scream  bloody 
murder  when  inflation  gets  out  of  control.  That's  what  the 
bond  vigilantes  do  today  in  the  global  debt  markets.  Any  hint 
of  inflation  sends  rates  sharply  up,  generating  a  tight  disci- 
pline on  government  spending  and  monetaiy  policy. 

Diluting  that  discipline  for  individuals  would  be  a  big  mis- 
take. Back  in  the  1970s,  when  most  salaries  were  linked  to 
COLAS — cost-of-living  allowances — people  were  insulated  from  in- 
flation. The  result:  Inflation  fed  on  itself.  If  inflation  does  spike, 
the  higher  boiTowing  costs  will  be  bome  by  taxpayere,  not  in- 
vestors. Who  needs  another  unfunded  government  liability? 

Investors,  too,  should  be  cautious  before  jumping  into  Ru- 
bin Bonds.  British  investors  in  inflation-indexed  bonds  have 
lost  out  big-time.  Between  1985  and  1995,  British  indexed 
bonds  provided  an  8.8%  annual  retum.  Nice  enough,  but  not 
compared  with  the  15.1%  retm-n  from  stocks.  If  you  think,  as 
we  do,  that  the  U.  S.  economy  is  in  a  low-inflation,  moderate- 
growth  phase  that  may  extend  well  into  the  next  century,  in- 
dexed bonds  make  no  sense  to  the  U.  S.  investor,  either. 

GOOD  RIDDANCE  TO 
LOTTO  JURY  AWARDS 

Hooray  for  common  sense.  The  Supreme  Court  decision 
striking  down  a  $2  million  punitive  damages  award  to  an 
Alabama  doctor  who  sued  BMW  for  a  retouched  paint  job  on 
his  new  535i  sedan  is  a  welcome  blow  for  reason.  The  original 
jury  awarded  $4  million  for  a  $4,000  boo-boo,  and  it  wasn't 
alone  in  its  punitive  madness.  Two  years  ago,  a  juiy  awarded 
a  woman  $2.7  million  in  punitive  damages  for  spiUing  hot  cof- 
fee from  a  McDonald's  in  her  lap  in  a  moving  car.  A  man  re- 
ceived $50  million  in  punitive  damages  from  Mercury  Fi- 
nance Co.  for  a  $1,000  discrepancy  in  a  used-car  loan.  This 
kind  of  irresponsible  behavior  erodes  faith  in  the  jury  sys- 


tem. It  doesn't  do  much  to  help  the  business  climate  eitltr. 

Freedom  requires  restraint,  and  state  and  local  juries  :id 
judges  have  shown  precious  little  of  it  lately.  Whether  lis 
product  liability,  medical  malpractice,  or  libel,  damages  h/e 
often  been  excessive.  While  it  would  be  much  better  for  je 
states  to  rein  in  their  own  couils,  the  U.  S.  Supreme  Coir,'.', 
action  is  a  necessary  fii-st  step  in  establishing  a  conceptual  i) 
on  "grossly  excessive"  awards.  ; 

The  coiu-t  wisely  refused  to  impose  specific  quantitafe 
measures  of  excessive  awards  but  instead  suggested  gu^ 
posts  in  determining  what  Justice  John  Paul  Stevens  (pi 
"elementary  notions  of  fairness."  Stevens  suggested  iki 
lower  courts  consider  the  "degree  of  reprehensibility"  of! 
act  and  the  ratio  between  punitive  and  actual  damages.  Inj 
BMW  case,  the  company  did  not  disclose  to  its  custor 
that  it  had  i-epainted  some  of  its  new  cars.  But  there  a 
only  minor  economic  injury.  Even  when  the  Alabama  Sii 
Supreme  Court  cut  the  jury  award  in  half,  the  $2  mijj 
judgment  came  to  500  to  1.  Excessive,  according  to  the 
est  court.  The  Supreme  Court  has  said  "enough"  to  ji 
awarding  wild  punitive  damages.  It  provided  guidelines 
the  lower  courts  to  follow.  We  suggest  they  act  quickly. 

INVESTOR, 
EDUCATE  THYSELF 


Remember  when  all  your-  friends  were  talking  about 
estate?  Well,  now  they're  obsessed  with  stocks 
boomers,  pushing  into  middle  age,  have  woken  up  toj 
prospect  of  growing  old.  So  they're  saving  for  it  the 
fangled  way:  investing  in  the  stock  market  through  40: 
and  mutual  funds.  Virtually  all  personal  savings  in  l| 
fii'st  quarter  went  into  equities.  With  the  market  up  al: 
60%  in  the  past  19  months,  everyone  looks  like  a  genius, 
what  if  the  market  tanks?  In  this  era  of  people's  capit: 
can  the  people  manage  risk  for  the  long  terin,  or  will  the 
affair  with  equities  end  in  a  speculative  frenzy,  dashe(| 
tirement  dreams,  and  angiy  political  accusations? 

We  know  a  few  things.  The  huge  inflow  of  cash  into  s' 
is  great  for  economic  gi'owth.  As  stocks  rise,  the  coi 
capital  dechnes  for  companies.  Some  $19  billion  of  invi 
money  has  poured  into  initial  pubhc  offerings  so  far! 
year,  making  Yahoo!  and  other  startups  possible.  We  M 
too,  that  the  wealth  effect  for  households  holding  stoq 
contributing  to  higher  consumer  spending. 

What  we  don't  know  is  whether  or  not  people  hav 
skills  to  manage  the  risk  of  their  new  equity  ownershii 
we  have  some  advice  for  them.  No,  not  plastics,  but  di^ 
fication  and  education.  No  one  investment  instnimentbe 
shoots  the  moon.  Invest  in  various  assets.  And  spend  Br 
time  learning  about  investments.  The  quality  of  infonrio 
varies  tremendously.  Corporations  must  educate  employelo 
managing  risk.  Stock  ownership  is  a  high-octane  fuel  tha 
pi'opel  both  economic  growth  and  individual  wealth.  Bi| 
must  learn  how  to  manage  the  new  risks  in  using  it. 
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Accepting  the  award  for  a 
Consumers  Digest  "Best  Buy," 


Lincoln  Town  Car. 

Consumers  Digest  calls  a  Best  Buy  "a  product  tJiat  offers 
outstanding  value  for  its  price."  We  call  it  Lincoln  Town  Car. 
The  editors  were  impressed  that  "this  big  Lincoln  retains  the  best 
of  what  has  always  been  good  about  large  American  sedans." 
The  experts  agree;  even  when  money  is  no  object,  value  is. 

Three  Ways  To  Lease 


«499/«2,100 

per  month  down 

24-Month  Red  Carpet  Lease 

First  Month's  Payment"  $499 

Down  Payment  (Net  of  RCL  Gsh)  $2,100 

Refundable  Security  Deposit  $500 

Cash  Due  At  Signing"  $3,099 

30,000-Mile  Lease 


or 


«585/«0 

per  month  down 

24-Month  Red  Carpet  Lease 

First  Month's  Payment'  $585 

Down  Payment  (Net  of  RCL  Gsh)  $0 

Refundable  Secunty  Deposit  $600 

Cash  Due  At  Sigmng"  $1,185 

30,000-Mile  Lease 


or 


«13,491 

One -Time  Lease 
Payment 

APP  Payment  (Net  of  RCL  Gsh)'  $13,491 

Refundable  Secunry  Deposit  $575 

Cash  Due  At  Signing"  $14,066 

Cash  Outlay  Over  24  Months"  $13,491 

30,000-Mile  Lease 


To  leam  more,  call  1  800  446-8888  or,  for  information  via  the  Internet,  enter  http://www.Lincolnvehicles.com. 


LINCOLN 

What    A    Luxury    Car     Should  Be 


•K  Limnln  Town  Car  Executive  Series  MSRP  <57,580  excluding  Ulle.  taxes  and  license  fee.  Conventional  and  Advance  Payment  Program  lease  payments  based  on  average  capitalized  cost  of  01  01%  of  MSRP  for  M-monih  closed-end  Ford  Credit 
il  Carpel  leases  (RCL)  purciiased  m  the  nation  through  2/29/%.  S*)me  pa\nienLs  higher  some  lower  Sec  dealer  for  payment/terms.  Lessee  may  have  option  to  buy  vehicle  at  lease  end  at  price  negoliatetl  witli  dealer  ,11  sij^niiij;  Lt^sec  responsible  for 
cess  wear  and  tear  and  mileage  over  5(1,(1110  at  I  I/mile,  Credit  approval/insurability  detenmned  by  Ford  Credit.  For  special  lease  terms  and  $1,750  RCL  cash,  take  new  retail  delivery  from  dealer  stock  by  T/ZAX).  Monlhlv  payment,  loul  $ll,')76wilh 
.100  down  pavmentor  $I4,0W  with  $11  down  pavment  Current  Lincoln  owners  and  lessees  quaUly  fur  an  additional  $500  owner  lovalft'  incentive  toward  the  purchase  or  leaseof  a  new  '%Town  (ir  prior  to  7/2/%  See  dealer  for  complete  details 
Mudes  tax.  title  and  license  fa: 
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A  typical  jet  airliner  has  about  three 
million  parts-and  some  may  well  bl  fakes. 
Bogusiparts  have  already  caused  crashes. 

Where  is  the  FAA?      "    ""  - 


PAGE  84 


AMvaan  onand  3wv9Nniina 


i'""'iiii"""iir'i""iiii"""iir'i"'rii 


2 


Into  attempted  burglary. 


When  3M™  Scotchshield™  Ultra  Safety  and  Security  Film  is 
applied4£  windows,  it  resists  penetration  and  helps  keep  glass 
in  place  through  attempted  break-ins,  storms,  even  earthquakes. 

It's  another  innovative  Scotch"' product  that  helps  make  your 

^^^^^ 

home  more  safe  and  comfortable.  And  one  more  result  of 


our  unique  corporate  culture,  which  lets  us  make  the  leap 


from  need  to,.. 


3M  Innovation 
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WARNING! 

Last  June,  a  substandard 
disk  caused  a  ValuJet 
engine  to  explode  just 
before  takeoff.  How  many 
bogus  parts  are  out  there? 
Don't  ask  theFAA  page  84 


Cover  Story 


84 


32 


34 


35 


36 


WARNING! 

I'AA  inspectors,  Ti'ansportation  Dept. 
officials,  and  congi'essional  staff 
say  that  trade  in  bogus  aircraft  pails 
has  risen  dramatically — and  that  fake 
parts  have  found  their  way  into  every 
major  aii'line's  fleet.  They  also  say  the 
FAA  has  actively  sought  to  hide  the 
problem  rather  than  fix  it.  Is  this  a 
disaster'  waiting  to  happen? 

News:  Analysis  &  Commentary 

THE  COPS  ARE  COMING 

A  new  generation  of  tnistbusters  is 

taking  a  tougher  line  on  mergers  and 

reshaping  national  policy 

IS  THE  NEW  DOLE'  A  TAX  GAMBLER? 

Adopting  flat  rates  could  have  a  big 

downside  for  some  businesses 

COMMENTARY 

Suggested  slogan  for  the  Presidential 
campaign:  It's  the  issues,  stupid 
MAGELLAN:  WHAT  TO  EXPECT 

Stansky's  staid  style  should  produce  less 
controversy  than  Vinik's  bold  moves 


37  COMMENTARY 

Tobacco  opponents  should  opt  for 
legislative  and  regulatory  remedies,  not 
judicial  recourse 

38  MONKEY  BUSINESS 

How  a  science  text  was  customized  to 
mollify  creationists  in  one  Georgia 
county 

40    POISONED  IVY? 

Academe  is  closely  watching  the 
University  of  Minnesota  as  it  tries  to 
weaken  tenure 

40    DETROirS  SIX-YEAR  ITCH 

Can  auto  makers  get  the  UAW  to  double 
the  length  of  its  contract? 

42    QUESTIONS  FOR  THE  CREW 

The  ValaJet  crash  s]5otlighls  the  role 
of  maintenance  subcontractors  such  as 
SabreTech 

44    HOW  NOT  TO  BURY  NUKE  WASTE 

Step  one:  Hire  a  financially  troubled 
company  with  a  questionable 
compliance  record,  like  California  did 

4e    IN  BUSINESS  THIS  WEEK 

News  Corp.,  Gilead  Sciences,  Anthem, 
Mike  Milken,  n's  Jerry  Junkins,  Orange 
County,  McDonald's  and  Disney 
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U.S.  FOREIGN  POLICY 

Dole's  game  plan  would  call  for 
tougher  militai-y  posture,  a  tilt  ti 
China,  and  stability  for  business  f"'"' 
RUSSIA 

As  the  election  nears,  Russia's 
President  is  making  lavish  pronW*''' 
APRILIA'S  LEADER  OF  THE  PACK ,  ' 

Its  Moto'  is  Europe's  hit  motorcle  * 
Next  challenge?  Asia  and  the  viMm 
JAPAN 

Can  Chrysler's  Neon  make  inroiSi'^i 
.)a|)an's  hot  small-sedan  market?, 
ASIA 

Putting  up  power  plants  in  Taivfi  '^Wt 
and  India  is  no  picnic,  as  ge  ancSr  *i 
have  discovered  amid  political  wU)  stii 
INTERNATIONAL  OUTLOOK  ,, 

The  U.S.'s  clumsy  cnisade  agaii  ) ''W' 
and  Libya  may  cost  it  some  frie| 

Economic  Analysis 

24    ECONOMIC  VIEWPOINT 

Dornbusch:  Brazil  has  mn  out  O' 
excuses  for  not  reaching  its  pot 
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BLACK,  PROUD,  REPUBLICAN 

More  African  Americans  than 
ever  are  on  the  ballot  page  76 
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;  breakneck  expansion 
•eckless  to  many  page  97 
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y  the  GOP  isn't  playing  the 
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iCK,  PROUD,  AND  REPUBLICAN 

ecord  number  of  blacks  are  running 
the  House  on  the  GOP  ticket 
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dealing  with  a  bad  case  of  indigestion 

100    THE  FUTURE  OF  CHINESE  FUTURES 
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SLUGFESTS 


A  FED  APPOINTEE  IS  GEHING  FED  UP 


TALK  SHOW  UA  Swedish  woman  would  have  hit  the  bossl 

the  face  and  wa^ed  a.wa.y.^^—HakanMogren,  CEOofSweden'i 
Astra,  whose  U.  S.  unit  has  been  rocked  by  a  sexual  harassment 
scandal,  on  the  different  workplace  environment  in  Sweden 


AN   ANTI-GREENSPAN  MOVE 

in  the  Senate  by  populist 
Tom  Harkin  (D-Iowa)  may 
backfire— costing  the  Clinton 
Administration  a  P^ed  nomi- 
nee, Laurence  Meyer, 
believed  to  be  more  sympa- 
thetic to  White  House  views. 

Harkin  has  placed  a  hold 
on  Alan  Greenspan's  renomi- 
nation  as  Federal  Reserve 
chairman.  He's  requesting 
three  days  of  Senate  floor 
time  to  criticize  Greenspan 
for  keeping  interest  rates  too 
high,  a  demand  the  GOP  lead- 
ership refuses.  Greenspan 
continues  to  preside  over  the 
Fed,  while  the  two  other 
Clinton  nominees  for  the  cen- 


IRKED:  Meyer,  Rivlin,  Gree^ispan,  and  pal 


tral  bank,  St.  Louis  econo- 
mist Meyer  and  White  House 
budget  czar  Alice  Rivlin, 
have  been  left  waiting,  not 
too  patiently. 


Some  Clintonites  fear  that 
if  the  stalemate  stretches  into 
summer,  Meyer  will  back  out. 
Ditto  for  their  nominee  to 
replace  RivHn,  Fannie  Mae 
Vice-Chairman  Franklin 
Raines.  Meyer, 
on  leave  from 
his  economic 
forecasting  fiim 
since  he  and 
Rivlin  were 
nominated  in 
February,  has 
indicated  he'll 
rejoin  his  prac- 
tice— which  in- 
cludes prognos- 
ticating Fed 
policy — if  the 
impasse  isn't 
broken  by  July.  Making  Fed 
forecasts  could  hurt  him  in 
the  Senate.  Only  RivHn  will 
comment:  "I'm  anxious  to  get 
to  the  Fed."       Dean  Foust 
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PLASTIC  FANTASTIC 

DWINDLING 
UNIVERSAL  APPEAL? 

IS   THE    AT&T  UNIVEPvSAL 

card,  the  original  "no  fee  for 
life"  credit  card,  losing  its 
edge?  Research  firm  Brittain 
Associates  finds  that  the 
number  of  households  likely 
to  use  the  card  fell  from  6.8 
million  to  6.3  million  from 
March,  1995,  to  March,  1996. 

By  surveying  households. 
President  Bnace  Brittain  says 
he  ferrets  out  those  who 
know  they  own  the  card  and 
are  more  prone  to  use  it. 
That,  he  argues,  is  a  bettei- 
indicator  than  the  more  com- 
monly cited  number  measur- 
ing total  accounts  on  file, 
even  inactive  ones. 

This  is  the  fii'st  droj)  Brit- 
tain has  found  for  at&t's 
card,  now  America's  sixth- 
largest,  since  its  1990  debut. 


NO  FEE:  No  Why  the  decline? 
edge,  either  Rivals  offering  ex- 
tras  or  lower  in- 
terest rates.  Example:  Amer- 
ican Express  Optima  Ti'ue 
Grace  Card  gives  each  item 
charged  a  grace  period  of  at 
least  a  month. 

AT&T  disputes  Brittain's 
conclusion.  Universal  Card 
Services  chief  David  Hunt 
says  total  accounts  actually 
gi-"ew  15%  from  March,  199.5, 
to  Mai-ch,  1996.  But  he  ad- 
mits the  card  hasn't  kept 
pace  with  overall  industiy  ac- 


count expansion,  estimated  at 
19%  in  1995.  What's  more. 
Universal  Card's  balances 
outstanding  rose  only  15% 
last  year,  well  behind  the  in- 
dustry's 25%. 

To  better  compete,  at&t 
Universal  now  offers  entice- 
ments such  as  long-distance 
calling  discounts.  But  that's 
not  enough,  say  such  critics 
as  George  Yacik  of  consumer 
research  firm  smk  Research: 
"It's  very  complicated.  After 
a  while  you  kind  of  lose 
interest."  Jennifer  Reingold 


FUND  WATCH 

CANT  DECIDE  ON  A  klf* 
MUTUAL?  REST  EASl 

the  fund  of  funds 
mutual  fund  that  invest; 
other  mutual  funds — ha; 
caught  on  with  invest: 
giants.  Until  now.  Discol 
broker  Charles  Schwab  is 
pected  to  file  a  prospe 
soon  for  a  series  of  such 
hides,  picking  various  fu| 
from  among  the  500  offe: 
in   its  OneSource 
progi'am. 

OneSoui'ce  lets  in- 
vestors buy  funds  of 
such  managers  as 
Janus  and  Invesco. 
Schwab's  new  um-  SCH 
brella  funds  (interna-  Pio'i 
tional,  gi'owth,  etc.) 
would  let  people  diver 
their  investments  with 
having  to  choose  a  port! 
of  funds  themselves.  Expi 
think  the  Schwab  plan 
change  the  mutual-fund 
scape.  If  it  attracts  the 
sums  they  anticipate,  "all 
big  companies  will  havi 
fund  of  funds  within  12  ti 
months,"  says  Robert  M; 
man  of  Markman  Ca 
Management. 

Some  large  fund  co 
nies  such  as  Vanguard 
T.  Rowe  Price  have  launi 
such  umbrellas,  but  th 
consist  only  of  their 
funds.       Jeffrey  Ladern] 


STREET  NEWS 


NOW  YOU  CAN  HOT-WIRE  YOUR  PORTFOLIO 


WIRED  VENTURES, 

the  San  Francisco 
publisher  of  Wired 
magazine  and  the 
online  HotWired,  is 
going  public,  plug- 
ging itself  as  a 
New  Age  media 
company,  not  a  tra- 
ditional publisher. 
Key  to  tliat  are  its  links  Ui 
the  Net,  Wall  Street's  fa- 
vorite buzzword. 

Wired    Ventures'  initial 


public  offering 
is  expected  to  fetch 
around  .$10  to  .$12 
a  share,  say  people 
familiar  with  the 
deal.  By  selling 
12.5%  to  15%  of 
itself.  Wired  aims 
to  raise  up  to  $60 
million  to  help 
;iiiin-n  such  ventures  as  Hot- 
bot,  a  product  that  searches 
Internet  sites,  and  Hard- 
Wired,    a  book-publishing 


unit  devoted  to  technoknl' 

While  not  profitable 
Wu-ed  wins  kudos  for  its  bp 
ness  plans.  "Tliey  are  prop 
ing  original  content  on  theih- 
ternet  by  leveraging  w|8t 
they've  done  in  the  magaftt 
world,"  says  HambrechljA 
Quist  analyst  Daniel  Rimt 

Wired,  which  premierei|iii 
199:^,  has  some  325,000  sb- 
scribers  and  is  a  favole 
among  advertisers  to  he 
youth  market.  HotWired 
375,000  active  users.  A  S- 
pany  spokeswoman  declipd 
to  comment  on  the  stl^: 
offering.     Linda  Himelsi 
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Right  now  over  25  million  people  are  moving 

in  the  same  direction 


Windows  95 


And  who  knows,  a  conga  line  could  get  started  any  minute. 


pie  are  moving  and  the  enthusiasm  is  building.  That's  what's 
pening  with  the  Windows'  95  operating  system.  Because  it's 
ply  better  than  Windows  3.1.  The  press  and  the  industry  agree 
now  is  the  time  to  move  to  Windows  95.  The  Wall  Street  Journal's 
inology  guru,  Walter  Mossberg  said,  "After  6  months,  my  verdict 
hat  Windows  95  has  proven  itself  to  be  a  solid,  well-designed 
Juct  that  enhances  the  computing  experience  for  average  users 


and  is  a  much  better  way  to  go  than  older  Windows  (3.1)  and  DOS." 
Windows  95  has  also  won  over  a  dozen  industry  awards,  like  PC 
Magazine  Product  of  the  Year,  and  BYTE/Best  of  COMDEX'— and 
all  this  since  it  launched  only  nine  months  ago.  So  why  settle  for 
Windows  3.1?  Just  remember  to  bring  your  party  shoes  —  because 
you  never  know.  Pick  up  Windows  95  at  your  local  retailer,  or  get 
more  information  at  www.microsoft.com/windows/. 


Microsoft 
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Up  Front 


CHINA  WATCH 


THE  IMF'S  INTERNED  INTERN 


thou(;h  it  is  reluctant  to 
discuss  it,  the  International 
Monetary  Fund  is  enmeshed 
in  an  unprecedented  dispute 
with  member  nation  China. 

The  dispute  revolves 
around  a  Chi- 
nese central 
bank  official, 
Hong  Yang, 
who  came  to 
the  IMF  in 
1995  as  an  in- 
tern on  a  one- 
year  contract. 
Late  last 
yeai".  Hong 

accompanied  an  IMF  team  on 
a  trip  to  Beijing.  On  airival, 
he  was  charged  with  bribery. 
Hong  is  still  languishing  in  a 
Beijing  prison,  the  victim  of 
what  IMF  officials  say  are 
tiumped-up  charges. 

IMF  Managing  Director 
Michel  Camdessus  and  other 
fund  officials  ai'e  privately  up- 
set because  they  feel  they 


INTRIGUE:  Jiajig,  Camdessus 


were  tricked:  Hong  was  ini- 
tially not  part  of  the  team, 
but  authorities  in  Beijing 
specifically  asked  that  he 
come  because  of  his  knowl- 
edge of  China's  finances. 

IMF  sources 
say  they  be- 
lieve that  the 
charges  cover 
up  the  real 
story:  a  pow- 
er struggle 
within  the 
central  bank. 

As  the  IMF 
quietly  negoti- 
ates with  Jiang  Zemin's  gov- 
ernment for  Hong's  release, 
some  staffers  say  it  has  not 
done  enough  to  protect  one  of 
its  own:  Never  before  has  an 
IMF  employee  been  arrested 
on  official  business.  Still,  the 
Fund  is  keeping  mum.  "Any 
pubhcity  could  endanger  Mr. 
Hong's  destiny,"  says  one  IMF 
official.  Oumi  Ullmann 


DRAWN  &  QUARTERED 


PRODUCT  PEEK 

CELERY,  CARROT 
STICKS.  AND...FRIES? 

IT      SOUNDS      LIKE  AN 
oxymoron  —  a  low-fat 
french  fry — but 
J.R.  Simplot  of  fe^     \^  { 
Boise,  one  of     >t  \' 
McDonalds'  largest 
suppliers,  claims  it  has 
cooked    one    up.  ^^^;'")f 

Simplot  says 
its  Golden  Clas- 
sic French  Fries 
contain  45%  less 


BUSINESS  SPEAK 


THE  OFFICE  KNOW-IT-ALL  IS  ENTHRONED 


CHIEF  EXECUTIVE 

officer,  chief  infoi- 
mation  officer — 
now  the  newest 
entrant  in  the 
dictionaiy  of  cor- 
porate titles  is 
chief  knowledge 
(jfficer,  or  CKO. 
Young  &  Rubi- 
cam,  Coca- 
Cola,  Burson 
Marsteller, 
and,  most 
recently. 
Coopers  &  Lybrand  all  have 
one.  What  does  the  knowledge 
chief  do? 

Loosely  put,  c^kos  manage 
a  company's  employee  smarts. 
Often,  that  means  giving  em- 
ployees access  to  institutional 
memory.  At  y&r  and  its  sub- 
sidiaries, six  knowledge  offi- 
cers have  helped  design  soft- 
ware programs  used  by  all 


Y&R  employees  at  every  proj- 
ect's finish.  It  creates  a  file 
of  sources  consulted,  work 
done,  and  the  outcome.  The 
result  is  a  handy  library  of 
Y&R  account  history  available 


to  all  employees. 

Coopers'  new  CKO,  Ellen 
Knapp,  a  techie  with  degr-ees 
in  math  and  computer-  carlol- 
ogy,  plans  to  electr-onically 
Unk  consultants  to  each  other 
and  to  clients  worldvride.  One 
example  of  her  effort  so  far: 
Tax  News  Network,  an  In- 
ternet infor-mation  service.  □ 


THE  BIG  PICTURE 


DIMINISHING 
SEVERANCE 

Severance  checks  are 
shrinking,  as  worker 
tenure  drops  and 
companies  tighten 
their  purse  strings. 
Standard  policy  now: 
about  one  week  per 
year  of  employment. 
In  1996's  first  quarter, 
median  severance 
shrunk  to  12  weeks. 

DATA  CHALLENGER,  GRAY  &  CHRISTMAS  INC 


MEDIAN  WEEKS 
OF  SEVERANCE 


FROM  QUARTERLY  SURVEYS  OF  3,000  MIDDLE 
MANAGERS  WITH  A  MEDIAN  SAi;\RY  OF  $60,000 


fat  while  retaining  the  flav 
texture,  and  appearanceb- 
regular,  artery-clogging  i'v^. 
The  secret:  Before  cookie 
Simplot  coats  the  fines  wit;, 
pectin-based  oil-absor-pti: 

bar-rier  developed 
'    ,f     Hercules  of  Wilniili 
>   ton,  Del., 
,  .      world's  largest  sj- 
plier  of  pectil- 
the    stuff  tr 
makes  jellies  gel.  S';- 
plot  says  the  coat, 
stops  the  fries  hir. 
soaking  up  oil  dr 
ing  final  cookin^j 
Tests  showetl  tin 
consumers  prefer  * 
the  low-fat  variety  to 
real  thing,  despite  a  hit^i- 
cost  (several  cents  a  serTii; 
About  80%  of  the  consun  : 
said  they  would  buy  the  I. 
fat  fines  again,  Simplot  lu 
Golden    Classic  Frt 
Fries  aren't  on  superma 
shelves  yet,  and  no  m 
chain  has  put  them  on 
menu,  even  though  they 
quir-e  no  change  in  equip: 
or  pr-eparation.  "Fast-f(i 
outlets  are  so  operation;^ 
efficient  that  to  add  a  1*- 
fat  fry  line  would  introdpe 
inefficiency,"  says  a  Simjtit 
spokeswoman. 

The  product  is  availabhto 
all  of  Simplot's  distributrs 
in  the  U.S.  The  Iv- 
fat  fi*ench  fries  ar-e  Ukeljto 
show  up  first  in  sit-dciT- 
I'estaurant  chains,  whse 
menus  tend  to  be  more 
led  than  those  of  burial 
joints.  Cafeterias  in  hospil^ 
and  schools  are  other  lilij 
venues.         Michael  Pch 
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FOOTNOTES  Of  risk  managers  looking  for  industry  inforrnation,  those  who  regularly  "surf  the  net":  25% 


I  can  check  scores  online  while  downloading  from  the  Internet,  because  I  don't  have  time  to  wait. 


Your  tired  twiddling  thumbs  confirm  that  you  don't 
wait  well,  so  why  are  you  using  Windows"  3.1?  With 
the  Wmdows  95  operating  system,  the  Internet  no 
longer  needs  to  be  such  a  slow  and  aggravating  ordeal. 
Windows  95  allows  you  to  multitask,  so  you  can  do 
other  things  while  you're  downloading.  That  means  less 
waiting  like  you  do  with  Windows  3.1.  What's  more. 


with  built-in  multimedia  technology,  you  can  experi- 
ence video  and  sound  on  the  Web  that  much  better. 
And  if  you're  new  to  the  Internet,  Windows  95  makes 
it  easier  to  get  started.  Patience  may  be  a  virtue,  but 
waiting  on  the  Internet  is  positively  sinful.  So  pick  up 
Windows  95  at  your  local  retailer,  or  get  more  information 
at  www.microsoft.com/windows/internet/ 


Microsoft 

WHERE   DO  YOU  WANT   TO   CO  TODAV* 
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KEEP  THE  FOCUS  ON 

SUBSTANCE.  NOT  STYLE  

Often,  the  difficulty  conservatives 
have  with  the  ehte  media  has  as  much 
to  do  with  journalistic  sloppiness  as  it 
does  with  bias.  In  the  framing  story 
next  to  my  interview  ("The  Speaker 
comes  down  from  the  mountain,"  News: 
Analysis  &  Commentary,  May  20),  you 
state  I  was  "accusing  President  Clin- 
ton of  lying  to  voters."  Not  bothering  to 
examine  the  substance  of  those  com- 
ments, you  assert  my  statements  as 
"bad  for  the  troubled  gop,"  referring  to 
me  as  "Newt  the  Knife." 

It  is  my  belief  that  the  President, 
the  Democratic  Party,  and  theii-  allies — 
including  unions,  trial  lawyers,  and  the 
media — have  helped  spread  disinforma- 
tion about  many  Republican  initiatives. 
Our  Medicare-reform  package  is  the 
most  dramatic  example,  as  Republicans 
were  continually  accused  of  "cutting" 
the  program,  when  under  our  reforms 
the  per-beneficiary  spending  increases 
each  year.  I  find  willfully  spreading  that 
kind  of  infoiTTiation  to  be  deceptive  and, 
ultimately,  destnictive  to  public  debate. 
Why,  then,  is  the  focus  on  my  style  and 
"accusations"  and  not  on  the  substance 
of  my  statements,  i.e.  the  veracity  of 
the  President's  rhetoric? 

BU.SINESS  WEEK  then  refers  to  my 
"grandiose — and  lai'gely  imfulfilled — Con- 
tract With  America."  Again,  some  basic 
homework  might  have  borne  more  ac- 
curate results.  We  kept  our  promise. 
Here  are  the  results  of  the  Contract 
items: 

1.  Eight  out  of  ten  Contract  items 
passed  the  House  and  Senate  (whose 
Republicans  did  not  sign  the  Contract, 
yet,  under  Bob  Dole's  leadership,  still 
worked  to  get  the  items  passed). 

2.  The  only  Contract  items  not  passed 
in  both  chambers  were  constitutional 
amendments  for  term  limits  and  bal- 
anced budgets — each  requiring  two- 
thirds  majorities. 

3.  The  Congressional  Accountability 
Act — biinging  Congress  under  the  same 
laws  as  private  employers — signed  iyito 
law. 


CORRECTIONS  a  CURiFICATION 

In  a  table  accompanying  "Can  your  Rolo 
do  this?"  (Technology  &  You,  May  27),  t 
Web  address  for  Now  Software  sho 
have  been  www.nowsoft.com. 

In  the  main  table  in  "Hot  growth  comp 
nies"  (Cover  Story,  May  27),  the  address 
USA  Detergents  Inc.  should  be  Nor 
Brunswick,  N.  J. 

"Info  highway  juggernaut"  (News:  Anaty: 
&  Commentary,  June  3)  erroneously  stat 
that  PSINet  Inc.  would  cut  50%  of  its  wo 
force  and  close  down  Pipeline,  a  consum 
oriented  Internet  service,  to  focus  on  hi 
end  customers.  In  fact,  PSiNet  will  cut 
workforce  only  15%.  Further,  Pipeline 
remain  operational  but  will  focus  only 
businesses  and  professionals. 


4.  Line-item  veto — signed  into  la 

5.  Unfunded  mandate  reforms — si 
into  law. 

6.  Secuiities  litigation  reform — hec 
law  over  the  President's  veto. 

7.  Crucial  crime  reforms  includ 
victim  r-estitution,  effective  death  pe 
ty,  violent-criminal  incarceration,  cr 
nal-alien  deportation,  and  local-gov 
mental  law-enforcement  bloc  grants 
signed  into  law. 

8.  Senior-citizen  earnings-limit 
crease — signed  into  law. 

9.  Sexual  crimes  against  childi  ti 
signed  into  law. 

These  items  did  not  become  law: 

1.  First  balanced  budget  produce 
26  years — vetoed. 

2.  Welfare  reform  sent  to  Presi 
twice — vetoed. 

3.  Middle-class  tax  cut  sent  to  P 
dent — vetoed. 

4.  Strong  national  defense  pr 
sions — vetoed. 

5.  Product  liabihty  reform — vetot 
Also,  the  104th  Congress  compl 

action  on  the  biggest  telecom  and  fa 
bill  reforms  in  six  decades.  To  say 
Contract  was  "largely  unfulfilled" 
gests  a  failing  on  the  part  of  Repi 
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I  can  finally  work  like  I'm  at  the  office  and  keep  ideas  from  leaving  the  station  without  me. 


en  you're  away,  you  need  to  easily  connect  to  the  office 
d  get  work  done  before  an  idea  starts  looking  for  that 
3st-bound  train.  And  the  Windows*95  operating  system 
kes  the  experience  much  easier  than  Windows  3.1.  With 
il-Up  Networking,  getting  connected  is  as  easy  as  clicking 
an  icon.  Multitasking  in  Windows  95  lets  you  download 
nail  while  working  on  other  documents.  And  there's  Plug 


and  Play,  which  makes  it  simple  to  add  compatible  hardware 
like  PCMCIA  cards  by  recognizing  and  automatically 
configuring  them  for  you.  So  you  make  fewer  calls  to  help 
lines.  With  Windows  95,  finally  your  office  is  wherever  you 
happen  to  be  —  so  you'll  never  miss  that  train  of  thought. 
Pick  up  Windows  95  at  your  local  retailer,  or  get  more  infor- 
mation at  www.microsoft.com/windows/mobile/. 
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Readers  Report 


cans.  We  kept  oiu-  promises.  The  Presi- 
dent in  vetoing  the  balanced  budget, 
tax  cuts,  and  welfare  reform  (twice) 
broke  his  1992  campaign  promises. 

Newt  Gingrich  (R-Ga.) 

Speaker 

House  of  Representatives 
Washington 

HE'S  NOT  TRYING  TO  CLIP 

THE  WINGS  OF  FASB  

I  was  surprised  to  read  "How  a  cor- 
porate watchdog  nearly  lost  its  bite," 
(Economic  Viewpoint,  May  20)  by 
Robert  Kuttner,  which  charactenzed  ac- 
tivities of  trustees  of  the  Financial  Ac- 
counting Foundation  (faf)  as  a  cam- 
paign to  clip  the  wings  of  the  Financial 
Accounting  Standards  Board  (fasb).  I 
was  especially  puzzled  by  his  percep- 
tion that  I  led  a  "recent  attack  on  fasb 
independence."  In  actuality,  as  presi- 
dent of  the  FAF,  I  have  spoken  out  nu- 
merous tim.es  in  defense  of  private-sec- 
tor standard  setting  and  the  need  to 
pi-eserve  the  independence  of  fasb. 

The  article  erroneously  states  that  a 
letter  I  wi'ote  proposed  "to  rein  in  F'ASB 
by  reducing  its  agenda-setting  powers." 
My  letter  contains  no  such  statement 


or  inference,  and  I  was  astonished  that 
anyone  who  read  the  letter  could  have 
so  badly  misstated  what  I  wrote.  The 
FAF  and  FASB,  working  with  the  sec  are 
striving  to  ensure  that  corporate  finan- 
cial reporting  continues  to  provide  com- 
plete and  reliable  financial  information 
through  private-sector  standard  setting. 

J.  Michael  Cook,  Chainnan 
Deloitte  &  Touche 
New  York 
President 

Financial  Accounting  Foundation 
Norwalk,  Conn. 

DON'T  TAR  US  WITH 
MITSUBISHI  MOTORS'  BRUSH 

In  light  of  the  controversy  suiTOund- 
ing  Mitsubishi  Motor  Manufacturing  of 
America,  we  believe  your  i-eaders  would 
be  interested  to  know  that  Mitsubishi 
Consumer  Electronics  America  and  oui* 
1,600  American  employees  have  no  con- 
nection with  Mitsubishi  Motors  ("Fear 
and  loathing  at  Mitsubishi,"  News:  Analy- 
sis &  Commentary,  May  6,  and  "Mit- 
subishi and  'the  cement  ceiling,'"  Inter- 
national Business,  May  13). 

The  Mitsubishi  Electric  gi'oup  of  com- 
panies and  Mitsubishi  Motors  are  traded 


separately  on  the  Tokyo  market.  The  ^ 
aration  was  created  by  General  Dougis 
MacArthui"  in  1947  and  has  been  in  ef  et 
since.  We  hope  not  to  be  taired  with  le 
same  bmsh  as  Mitsubishi  Motors. 

Jack  L.  Osborn,  Presidit 
Mitsubishi  Consumer  Electroiiis 
America  ije. 
Norcross,  ja. 

AIRBUS  MAY  WELL  BE 

THE  BEST  PLANE  FOR  CHINA 

Rudi  Doi'nbusch  reiterates  the  v!«' 
that  "to  show  displeasm-e  with  the  UjS., 
China  recently  gave  Airbus  Industry 
huge  contract  that  Boeing  Co.  was  «- 
pecting  to  get."  ("Ti'ade  with  Chia: 
Add  bite  to  America's  bark,"  Econo:ic 
Viewpoint,  May  i;-!).  He  and  other  <>- 
servers  would  believe  that  acqurrima 
fleet  of  airplanes  is  the  ultimate  in  a- 
pulse  buying.  Why  should  Airbus  a- 
dustrie  not  expect  to  win  just  as  m% 
as  oui"  competition?  Maybe  the  best  t- 
plane  for  the  mission  was  selected. 

David  C.  Viz, 
Vice-President  for  Communicatii 
Airbus  Industri( 
North  America 
Hemdon, 
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learned  that  managing  their 
n  be  a  rafher  costly  education. 


DENIAL  FROM 

IRIS  WEBBER'S  AUNT 


This  letter  is  a  request  for  a  retrac- 
,n  of  statements  about  me  in  "Fal- 
;ha  Erwin  in  your  face"  (Sports  Busi- 
ss,  May  6).  After  stating  early  in  the 
tide  that  Chris  Webber's  aunt  is  ro- 
intieally  involved  with  Fallasha  Er- 
n,  who  is  Chris  Webber's  agent,  the 
;icle  indentified  me  as  Chiis'  aunt  and 
ited  as  "of  concem:  two  corporations 
;  up  for  Webber's  charities  and  ad- 
nistered  for  a  fee  by  his  aunt  Char- 
16  Johnson." 

This  is  false  and  defamatory.  I  and 
I  law  practice  have  never  received  a 
ary,  fee,  retainer,  honoranum,  stipend 
any  other  fomn  of  compensation  ft'om 
her  of  these  organizations. 

Charlene  Johnson 
Southfield,  Mich. 
litor's  note:  Information  in  the  story 
out  compensation  paid  to  Johnson 
me  from  L.  Fallasha  Erwin  and  was 
nfirmed  by  an  accountant  retained 
Erwin.  Attempts  to  speak  with  John- 
>i  directly  were  unsuccessfid. 

iTING  MORE  MEAT  IS 

IT  EATING  BETTER'  

In  "The  new  economics  of  food"  (Cov- 


er Story,  May  20),  you  described  devel- 
oping nations'  change  fi'om  a  gi-ain-and- 
vegetable  diet  to  a  meat-based  one  by 
saying  that  "millions  of  people  are  eat- 
ing better" 

In  the  Orient,  this  "better"  diet  has 
been  accompanied  by  a  rise  in  cancer, 
heart  disease,  stroke,  diabetes,  and  os- 
teoporosis— ailments  that  are  linked  by 
countless  studies  with  a  high-fat,  high- 
protein,  high-cholesterol  meat  diet. 

Furthermore,  such  a  diet  does  not 
bode  well  for  meeting  worldwide  food 
demand.  Until  we  curb  our  meat  con- 
sumption here  and  abroad,  the  expens- 
es in  terms  of  food  prices,  land  use, 
and  human  health  will  certainly  con- 
tinue to  rise. 

Lucy  M.  Tancredi 
Greenwich,  Conn. 

PRICEY  GAS:  HIGH  SPEED 

ISN'T  THE  CULPRIT  

In  "Gas  prices:  The  search  for  scape- 
goats" (Editorials,  May  13),  you  say 
prices  have  risen  in  part  because  speed 
limits  have  risen  on  some  interstate 
highways.  This  assumption  is  based  on 
false  assumptions. 

Even  in  Montana,  average  speeds 
have  scarcely  changed  since  the  free- 
way hmit  was  entirely  repealed.  And 
federal  studies  have  shown  that  chang- 


ing limits  has  little  effect  on  speeds. 
Even  if  freeway  speeds  had  significant- 
ly increased,  today's  aerodynamic  auto- 
mobiles suffer  only  a  minimal  efficiency 
loss  at  high  speeds.  Congestion  on  city 
streets  wastes  far  more  fuel  than  does 
speed  on  the  roadways. 

Bennet  K.  Langlotz 
National  Motorists  Assn. 

Portland,  Ore. 

HOW  TO  REACH  BUSINESS  WEEK 

LETTERS  FOR  READERS  REPORT 

All  letters  must  include  an  address  and  daytime  and 

evening  ptione  numbers.  We  reserve  the  rigtit  to  edit 

letters  for  clarity  and  space  and  to  use  ttiem  in  all 

electronic  and  print  editions. 

Mail:  Business  Week,  1221  Avenue  of  the  Americas, 

39th  floor,  New  York.  NY  10020 

Fax:  (212)  512-6458 

Internet:  bwreader@mgh.com 

America  Online:  readersbw 

SUBSCRIBER  SERVICES 

For  individual  subscriptions,  corporate  subscriptions, 

renewals,  changes  or  problems,  and  single  copies. 

Phone:  (800)  635-1200  or  (609)  426-7500 

Fax:  (609)  426-7623. 

Internet:  bwhelp@mcgraw-hill.com 

COPYRIGHT  PERMISSIONS 

Before  quoting  or  reproducing  editorial  material. 
Phone:  (212)  512-4801 
Fax:  (212)  512-4938 

BUSINESS  WEEK  ONLINE 

The  full  text  of  Business  Week  and  many  other  features 
are  available  on  America  Online.  For  information,  call 
(800)  641-4848  and  mention  Business  Week 


Intelligent  questions  for  serious  investors. 


This  is  the  money  you  will  retire  on.  The  money  that  will  send  your  kids  to  college 


This  is  your  future.  Shj 


rying  to  manage  it  in  your  spare  time?  Weigl 


that  against  the  advMl^P  of  ai 


ibber  Investment  Executive.  Someone  wh( 


knows  your  personal  goals, 

Have  yo 


fbnstantly  respond  to  the  fluctuations  of  evei 


langing  market  conditions.  Someone  dedicated  t( 


your  investment  objectives,  with  access  to  some  of  the  most  highly  regarded  researcl 


in  the  industry.  And  exp 


investor  coul 


we  invit 


more  de 


you're  ready 


ineWebber 


manding 
dy  for  ful 


areas  that  the  do-it-yoursel 


ll-service  financial  intelligence 


PaineV^febbet 

1-800-532-3322.    Invest  With  More  Intelligence] 


why  he  can  look  forw 
as  he  would  have  a  cei 


Today,  no  one  thinks  twice 
about  somebody  living  to  the 
ripe  old  age  of  80.  A  hundred 
years  ago,  however,  it  was  a  rarity. 

With  improvements  in  water 
quality,  nutrition  and  hygiene, 
Ufe  expectancy  began  to  rise.  But 
the  biggest  strides  came  near  the 
turn  of  the  century  when  huge 
advancements  in  medicine  gave 
doctors  the  ability  to  treat  and 
even  cure  many  life-threatening 
diseases. 

Hoechst  has  contributed 
to  modern  medicine 
for  over  a  century. 

Hoechst  (pronounced  Herkst) 
was  there,  joining  forces  with 
leading  scientific  researchers 
whose  discoveries  initiated  the 
age  of  bacteriology,  immunology 
and  chemotherapy. 

Hoechst  pioneered  the  devel- 
opment of  tuberculin,  novocain, 
and  antitoxins  for  diphtheria  and 
tetanus,  as  well  as  antibiotics  to 
fight  infectious  diseases.  Not  to 
mention  important  medications 


Hoechst  is  an  international  group  of  companies  spearheading  innovation  in  health  care,  agriculture  and  ch 


to  living  twice  as  long 

y  ago. 


At  the  turn  of  the 
century  the  average 
life  expectancy 
was  40  years.  In  die 
U.S.  today,  women 
live  to  he  around  79 
and  men  around  73. 


that  have  contributed  to  the 
vast  decrease  in  mortality  due  to 
heart  disease  and  strokes. 

At  Hoechst,  we're  proud  of 
our  history.  And  to  be  sure,  the 
relentless  pursuit  of  medical 
advances  has  caused  Ufe  expec- 
tancy to  rise. 

But  just  as  typhoid,  cholera 
and  bacterial  infections  endan- 
gered lives  in  the  past,  diseases 
such  as  AIDS,  cancer  and  other 
killers  threaten  us  today. 

Which  is  why  our  pharmaceu- 
tical division  Hoechst  Marion 
Roussel  spends  nearly  $1.5  bil- 
lion a  year  on  pharmaceutical 
research  and  development. 

If  history  is  any  indication, 
it's  money  well  spent.  For  our 
future.  And  for  yours. 

Hoechst  Marion  Roussel,  Inc. 
P.O.  Box  9627 

Kansas  City,  MO  64134-0627 

Internet: 
http://www.hoechst.com/ 


staff  of  160,000  people  worldwide,  annual  sales  total  $36  billion. 
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FAT  AND  MEAN 

The  Corporate  Squeeze  of  Working  Americans 
and  the  Myth  of  Managerial  "Downsizing" 

By  David  M.  Gordon 

Free  Press  •  320pp  •  $25 


GETTING  IT  RIGHT 

Markets  and  Choices  in  a  Free  Society 

By  Robert  J.  Barro 

MIT  Press  •  191pp'«  $20 


A  TALE  OF 

TWO  CONTRARIANS 


Economics  is  a  science  based  on 
conventional  wisdom.  Far  too  of- 
ten, economists  line  up  to  paiTot 
the  mainstream  view,  even  if  it  doesn't 
fit  the  facts. 

But  for  those  who  like  their  econom- 
ics contrarian,  here  come  two  well-writ- 
ten and  provocative  books  fi'om  opposite 
ends  of  the  political  spectnam.  Fat  and 
Mean  is  an  original  work 
wi-itten  by  David  Gordon,  a 
radical  economist  at  the  New 
School  for  Social  Research  in 
New  York  who  died  last 
March  at  age  51.  Getting  It 
Right  by  Robert  Barro,  a 
conservative  economist  at 
Hai-vai'd  University,  is  based 
substantially  on  that  waiter's 
occasional  columns  for  The 
Wall  Street  Journal.  Barro 
is  an  economic  adviser  for 
Republican  Presidential  can- 
didate Bob  Dole  and  a  potential  member 
of  Dole's  Council  of  Economic  Advisers. 

Of  the  two,  Gordon's  book  is  more 
academic,  packed  full  of  statistics  and 
chaits.  Still,  the  heait  of  his  argument  is 
simple.  Gordon  observes,  quite  coiTect- 
ly,  that  the  number  of  managers  and 
executives  has  been  increasing,  despite 
repeated  downsizing  among  large  cor- 
porations. In  1989,  managers  and  exec- 
utives made  up  12.7%  of  the  workforce. 
Today,  they  account  for  almost  14%. 
This  trend  has  been  spread  over  abnost 
every  sector  of  the  economy.  Rather 
than  getting  lean,  companies  are  get- 
ting "fat  and  mean." 

For  Gordon,  this  increase  in  super\a- 
soi*s  reflects  a  decision  by  American  cor- 
porations to  use  a  stick,  rather  than  a 
caiTot,  in  dealing  with  workers.  Com- 
panies are  motivating  their  workforces 
by  threats  and  increasing  supervision, 
he  argues,  rather  than  by  offering  job 
security  and  rising  wages. 

Because  companies  need  to  pay  a 
gi'owing  cadre  of  supenisors,  there's  a 
smaller  piece  of  the  pie  left  for  eveiyone 
else,  he  reasons.  This  helps  explain  why 
the  wages  of  most  workers,  adjusted 
for  inflation,  have  stagnated  in  recent 
years.  Writes  Gordon:  "The  weight  of 
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the  bureaucratic  burden  has  actually 
been  gi-owing,  not  contracting,  through 
the  mid-1990s." 

Moreover,  Gordon  suggests  that  too 
many  supervisors  are  weighing  down 
the  economy  and  holding  down  produc- 
tivity gi'owi;h.  Indeed,  he  claims  that 
overall  economic  perfomiance  w^ould  ac- 
tually improve  if  corporations  adopted 
the  caiTot  approach  to  labor 
relations.  "Other  leading 
economies  such  as  Japan  and 
Gennany  take  the  high  road," 
he  writes,  "fueling  their 
gi'owth  with  cooperation  and 
ti-ust."  Gordon  presents  sta- 
tistics showing  that  "cooper- 
ative" economies  do  better 
on  productivity  growi;h,  in- 
vestment, inflation,  and  un- 
employment. To  move  the 
U.  S.  economy  onto  this  high 
road,  Gordon  would  substan- 
tially raise  the  minimum  wage,  make 
unionization  easier,  and  reward  compa- 
nies that  cooperate  with  workers. 

The  problem  with  Gordon's  analysis  is 
that  he  starts  with  the  undeniable  fact 
that  managei-s  have  increased  in  number 
and  assumes  that  all  of  these  are  un- 
pi'oductive  workers.  But  most  managers 
do  far  more  than  just  supeiMse — they 
plan,  organize,  and  coordi- 
nate, all  essential  fimctions. 

Rather  than  reflecting 
more  intense  supervision, 
the  increase  in  managers 
should  be  seen  as  part  of  a 
broader  shift  fi'om  a  manu- 
facturing economy  to  a 
knowiedge-based  economy. 
The  number  of  professionals 
such  as  accountants,  teach- 
ers, and  computer  progi"am- 
mers  in  the  economy  is  in- 
creasing as  fast  as  or  faster 
than  the  number  of  managers.  And  de- 
spite Gordon's  premise  of  increased  su- 
pervision, the  number  of  shop  foremen 
and  clerical  supenisors — the  people  who 
actually  monitor  w^orkers  directly — has 
been  shrinking  lately. 

Gordon  is  also  on  weak  gi'ound  wiien 
he  compares  the  U.  S.  with  other  coun- 


tries. The  good  perfoiTnance  of  his 
operative  economies  is  mainly  due 
his  inclusion  of  Japan  in  that  gi-oup. 
Japan,  with  ineffective  unions  and 
antediluvian  attitude  toward  women 
the  workplace,  is  hardly  a  model  t] 
U.  S.  workers  would  want  to  follow. 

All  such  concerns  would  seem  inco] 
prehensible  to  Barro,  a  free-mar 
devotee  who  describes  himself  as  a 
ertarian.  In  his  wide-ranging  book,  Bi 
ro  lays  out  argimients  that  may  m; 
even  his  fellow  conservatives  wini 
Take  macroeconomic  pohcy,  for  exaj 
pie.  Barro  mai'shals  theoretical  and  e 
pirical  evidence  to  argue  that  the  size| 
the  federal  budget  deficit  has  Little  e^ 
nomic  impact  on  either  real  inten 
rates  or  private  investment.  That's  ne| 
heresy  at  a  time  when  many  Repul 
cans  in  Congress  have  taken  the  n 
for  a  balanced  budget  as  theii"  mant 
BaiTO  also  delves  into  the  realm 
social  polify.  Consistent  with  his  lib 
taiian  plulosophy,  he  offers  economic 
guments  as  to  why  government  she 
not  intervene  to  reduce  cigarette  o 
sumption.  Instead,  suggests  Bairo, 
gal  chugs  should  be  legalized  under 
same  sort  of  nales  that  cuirently  gov 
cigarette  sales — heavy  taxes  and 
on  sales  to  minors. 

Perhaps  the  most  controversial  sj 
tion  of  Ban-o's  book  deals  with  the 
il  War.  In  an  essay  examining  whetl 
small  countries  are  economically  \ial 
he  notes  that  the  U.  S.  government  t; 
ically  opposes  secession  moveme 
around  the  globe,  in  part  because  of 
own  experiences.  But  Barro  sugge 
that  it  may  not  have  made  sense 
fight  such  a  bloody  war  to  keep 
country  together.  "Instead  of  being 
greatest  of  American  presidents, 
many  people  believe,  Ab| 
ham  Lincoln  may  inst 
have   presided  over 
largest  error  in  Amerii 
liistory,"  he  avers. 

This  is  not  a  conclus: 
that  many  readers  M 
agree  with.  Furthermi 
Barro's  book  fails  to  tri 
scend  its  new'spaper-col 
origins,  leaving  the  reai 
hungiy  for  greater  justi 
tion  for  such  controve: 
conclusions. 
Despite  their  flaws,  however,  bi 
Fat  and  Mean  and  Getting  It  Right 
stimulating  and  well  worth  readi 
And,  at  least  for  now,  what  they  ; 
represents  fresh  thinking. 

BY  MICHAEL  J.  MAN[ 
Mandel    is    a    BUSINESS  weM 
Economics  editor 
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The  S420.  A  sedan  that's  extremely  bullish  on  asphalt.  . 
An  eager  1-8  spins  out  275  horses  and  295  Ib-ft  of  torque  with 
seeming  effortlessness.  A  new  driver-adaptive  electronic  5-speed 
transmission  actually  adjusts  shift  points  to  respond  to  your 
unique  driving  style.  There's  even  an  Automatic  Slip  Control 
(ASR),  a  highly  sophisticated  all-speed  traction  control  system 
that  automatically  modifies  braking  and  engine  response  to  help 
slipping  drive  wheels  regain  available  traction. 


rfectly  balanced  car. 

It's  why,  writing  about  the  S600, 

nie  Magazine  said,  "It  is 

ng  to  see  that  the-engineers  at 


Mercedes-Benz  still  know  how  to  build 
the  best  cars  in  the  world."tt 

If  that's  the  sort  of  car  you're  in  the 
market  for,  call  1-800-FOR-MERCEDES,  , 


S-Class 


itellichoic'e.com.  tUrban  Science,  Inc.,  1995.  Based  on  analysis  of  resale  data  for  cars  in  continuous  production  tfirougfiout  tfie  period  1984-1993.' tt/lytomoMe  Magazine,  December^  W94. 
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BY  EDWARD  C.  BAIG 


TLC  FOR  T&E 
HEADACHES 


New  expense-report 
software  can  make 
a  tedious  task 
almost  painless 

Quick,  name  the  most 
unpleasant  thing  you 
have  to  do  on  the  job. 
If  filing  expense  re- 
ports leaps  to  mind,  you're  in 
good  company.  In  the  U.  S. 
alone,  some  40  million  people 
take  business  trips  six  times 
a  year  on  average.  But  for 
most  road  warriors,  resur- 
recting every  darn  taxi  and 
meal  receipt,  recalling  cash 
tips,  and  segregating  each 
item  on  a  hotel  bill  can  be  a 
haii-teai-ing  ordeal.  And  when 
we  fail  to  file  on  time,  the 
worst  of  the  t&e  procrasti- 
nators — alas,  we  know  who 
we  are — not  only  aggi-avate 
our  bosses  but  often  also 
shortchange  ourselves. 

Portable  Softwai'e  Corp.  in 
Redmond,  Wash.,  came  to  the 
rescue  in  the  fall  of  1994  with 
QuickXpense  for  Windows,  a 
fine  expense-account  software 
progi-am  that  helped  folks  au- 
tomate their  t&e  reporting. 
Several  months  later.  Intuit, 
maker  of  the  popular  Quicken 
personal-finance  program, 
jumped  in  with  a  product 
called  Quicken  ExpensAble 
for  Windows,  aimed  primarily 
at  workers  in  small  enter- 
prises. Now,  Portable  and  In- 
tuit have  unveiled  new  ver- 
sions of  their  software 
packages. 

Of  course,  the  main  idea 
behind  the  programs  hasn't 
changed.  Tr-avelers  enter  var- 
ious expense  types  into  a 
checkbook-style  ledger,  and 
the  software  puts  the  num- 
bers in  theii'  proper  locations 
on  an  expense  form.  I've 


been  using  QuickXpense  to 
file  my  McGraw-Hill  Compa- 
nies expense  reports  for 
months  now  and  have  been 
generally  pleased  with  the  re- 
sults. But  I've  got  a  few 
quibbles.  For  one  thing,  I  still 
must  fill  out  a  few  items  by 
hand  after  printing  out  an  ex- 
pense report.  The  program 
couldn't  split  up  the  reim- 
bursement amount  due  me 
and  the  sum  that  needed  to 
be  paid  directly  to  a  corpo- 
rate credit  card,  for  example. 

In  round  one,  Portable 
Software  claimed  a  big  ad- 
vantage over  Intuit:  Since 
most  large  companies  specify 
the  forms  that  their  employ- 
ees must  use  in  filing  an  ex- 

NEW  CURES  FOR 

EXPENSE-ACCOUNT 

BLUES 


pense  forms  available  for  the 
1,000  largest  U.  S.  companies. 
If  you  work  for  a  smaller 
company.  Intuit  will  make  a 
form  for  a  fii-st-time  $150  fee. 

The  new  ExpensAble  is  a 
breeze  to  set  up.  Users  enter 
their  name,  company  name, 
employee  number,  and  other 
pertinent  data,  then  create 
"envelopes"  in  which  data  for 
each  trip  or  report  is  con- 
tained. As  you'd  expect,  the 
program  is  seamlessly  con- 
nected to  Quicken  and,  for 
palmtop  users.  Pocket  Quick- 
en. (Poitable  says  its  files  are 
also  compatible  with  Quicken.) 


PRODUCT 

COMPANY/PRICE 


COMMENTS 


QUICKXPENSE 
ENTERPRISE 
PORTABLE  SOFTWARE 
up  to  $200 


Customizable  software  for  corporations. 
Employees  use  the  program  to  file 
expense  reports.  T&E  managers  use  it 
to  process  and  analyze  them. 


QUICKEN  :  Simple-to-use  program  now  has  replica 

EXPENSABLE  2.0       :  expense  forms  for  1,000  major  companies. 

INTUIT  Comes  with  a  version  of  Netscape 

$50  Navigator  so  people  can  download 

:  forms  off  the  Web. 


pense  report,  Portable  creat- 
ed electronic  replicas  of  many 
major  corporate  forms.  (If 
your  company  didn't  happen 
to  be  one  of  them.  Portable 
could  create  a  fonn  for  a  one- 
time $99  fee.) 

With  release  2.0  of  Ex- 
pensAble, however,  Intuit's 
product  may  become  more 
appealing  to  some  corporate 
customers.  That's  because  In- 
tuit plans  to  make  replica  ex- 


ExpensAble  boasts  innova- 
tions such  as  a  link  to  Vi- 
sioneer  Inc.'s  PaperPort  scan- 
ner, so  you  can  easily  attach 
scanned  receipts  to  an  ex- 
pense-account file.  And  a 
"trip  genie"  lets  you  enter 
the  date,  starting  city,  desti- 
nation, mode  of  transporta- 
tion, and  so  on.  If,  for  exam- 
ple, you  always  drive  to 
O'Hare  from  downtown 
Chicago,  the  program  re- 


members the  distance  upc 
your  return.  The  trip  gen 
also  reminds  you  to  entd 
tips  for  baggage  handlers  ai; 
asks  how  you  got  from  tl; 
airport  to  your  hotel.  In 
similar  fashion,  ExpensAble, 
"hotel  genie"  asks  you  to  eij 
ter  the  room  rate  and  tax(f 
and  fills  in  the  numbers  fil 
each  night  of  your  stai 
You're  prompted  to  enter  dfJ 
ly  phone  calls  and  meals,  toi 
MR.  GLEAN.  Not  to  be  oui 
done,   Portable  Software! 
new  version,  dubbed  Quie. 
Xpense  Enteiprise,  goes  w(i 
beyond  helping  employeil 
prepare  expen 
reports  by  provi 
ing  managers  wi) 
a  variety  of  wa; 
to  process  thoi 
forms.  Portable 
strategy  is 
leave   the  ret£ 
market  to  Intu 
and  sell  customi 
able  software 
rectly  to  corpora; 
customers  at 
cost  of  up  to  $2C 
y  vs.  $50  for  the  le 
ambitious  Intu 
product.  T&E  ma 
agers   can  aud 
staffei-  reports,  fk 
particular  items,  make  pa 
ments,  and  put  the  data  in 
a  companywide  context. 

If  coiporate  policy  dictat 
that  employees  must  alwa; 
rent  a  car  from  Hertz  Cor 
or  stay  at  Hyatt  hotel 
Portable  can  design  the  pr 
gi-am  so  that  staffers  flllii 
in  the  wrong  choices  woi 
be  able  to  print  out  or  E-m 
a  report.  Managers  can  al 
use  the  program  to  calcula 
how  much  the  company  spe 
at  a  particular  hotel  chain 
in  a  given  city,  thus  perha 
using  the  answers  to  nego 
ate  better  deals  the  ne 
time.  And — look  out — tl 
progi'am  can  identify  whi' 
employees  spend  the  mo 
money  on  the  road.  So  tl 
next  time  you  travel  for  bu' 
ness,  perhaps  you  ought  j 
think  twice  about  taking 
client  out  for  a  night  on  t 
town. 
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QUESTIONS?  COMMENTS?  E-mail  tech&you@businessweek.com  or  fax  (202)  383-2125 
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The  New  Sevndard 
Isn't  Gold. 
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And  it's  luce  no  credit  card  you  currently  carry. 


Credit  lines  up  to  $100,000,  No  Annual  Fee,  and  a 
low  introductory  5-9%  Annual  Percentage  Rate  (APR) 
for  cash  advance  checks  and  balance  transfers* 

Up  to  $1,000,000  Common  Carrier  Travel  Accident 
Insurance  at  no  additional  cost* 

Toil-free  MBNA  Platin/nii  Pl//s  service  24  hours  a  day 

Purchase  protection  against  thek  or  damage 

'Plat  'minii  Passage — a  24-hour  toll-tree  travel  service  that 
guarantees  the  lowest  available  airfare  at  the  time  ot  ticketing 

The  MBNA  Platimtm  Plus  Pledge— We  will  not  sell 
your  name  to  other  companies,  and  we  will  not  send 
you  mail  you  don't  want. 


•  Automatic  delivery  ot  a  tree  Year-End  Summary  ot  Charges 

•  Free  Lost  Card  Registry 

•  Emergency  cash  and  airline  tickets,  up  to  your  available 
credit  line,  with  free  express  delivery 

•  Credit  line  increase  decisions  in  15  minutes  or  less 

•  Optional  MBNA  Platinum  Plus  Miles  travel  rewards 
program  tor  FREE  airline  tickets** 

Get  the  new  standard  in  credit  cards. 

Call  TOLL  FREE  1-888-758-7123 

1-888-PLUS-I23 


VISA 


iThe  Annual  Percentage  Rate  (APR)  for  purchases  i 


The  APR  [.>r  bjnk  uiid  ATM  . 
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ciiruugh  July  Ki.  1996,  and  tor  all  ocher  tash  advances  posting  t 


through  your  tirst  five  statemcnr  clu'iing  dates,  commencing  the  month  alter  your  account  is  o[->ened,  will  be  5  9'V  ,  However,  it  your  minimum  monthly  payment  is  not  received  by  the  close  of  the  tirsr 
complete  billing  cycle  following  its  Payment  Due  Date,  your  APR  for  both  new  and  outstanding  casii  advance  balances  will  be  calculated  using  the  Variable- Rate  Information  disclosures  accompanying  your  card 
The  APR  tor  Bank  and  ATM  cash  advances  posting  to  your  account  after  July       199(i,  and  tor  all  new  and  outstanding  cash  advance  balances  after  your  first  five  statement  closing  dates  will  vary  The  current 
indexed  APR  tor  cash  advance  balances  is  16.9';;,  which  may  vary  Transaction  fee  for  Bank  and  ATM  cash  advances;  l'''r  ot  each  cash  advance  ($2  minimum*  Transaction  fee  for  credit  card  cash  advance  checks  1'  /  ot 
each  cash  advance  (%1  minimum,  SlO  maximum),  Transaction  fee  for  the  purchase  of  wire  transfers,  money  orders,  bets,  lottery  tickets,  and  casino  gaming  chips  2''}  of  each  such  purcha,se  {%2  minimum)  Cash  advances 
and  balance  transfers  cannot  be  used  to  f>ay  oft  ur  pay  down  any  MBNA  account 

*Certain  restrictions  apply  to  these  and  other  benefits  described  in  the  benefits  brochures  sent  stxin  after  your  account  is  opened. 

**You  can  choose  to  enroll  in  the  OPTIONAL  MBNA  Phitimnu  Plm  Miks  travel  rewards  program  and  earn  free  airline  tickets  based  on  purchase  volume  charged  to  your  MBNA  PLitiniiiii  Plus  credit  card  account 
Enrollment  will  be  renewed  each  year  at  the  then  current  tee  for  eligible  Customers.  The  current  enrollment  fee  is  l.^")  ("wr  year  Please  refer  to  the  MBNA  PLiiinum  Plus  Al/Zti  Terms  and  Conditions  tor  complete  details 
Pblinum  Pjisj^c  travel  services  are  provided  to  MBNA  Pbttnim  Plus  Customers  by,  and  are  the  responsibility-  of.  an  independently  owned  and  operated  travel  agency  MasteiCird  is  a  federally  registered  service  mark  of 
MasterCard  International  Inc  .  used  pursuant  to  license-  Visa  is  a  federally  registered  service  mark  of  Visa  U.S  A  Inc  ,  used  pursuant  to  license.  MBNA  is  a  federally  registered  service  mark  of  MBNA  America  Bank.  N  A, 
©1996  MBNA  America  Bank.  N  A  AD  4-2^8-96  v2  B\X 
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Aluis/istd  IS  the  fastest,  hungriest  search  engine  on  the 


Internet,  the  first  that  can  index  every  word  of every 


available  Web  page  (15  billion  words,  30  million  page 


TEST  DRIVE  THE  FASTEST  SEARCH 

HTTP:/7wWW.ALTAViSTA.DIGITALC0M      J'"^'  ""'^^^'  ^  '^ 


results  almost  instantly,  even  listing  the  most  relevant  sites 


first.  Since  it  surely  takes  you  longer  to  search  through  less 


stuff  in  your  company's  data,  you're  probably  asking. 


"When  can  we  have  an  AltaVista  around  here?"  And 


the  answer  is,  "Right  now." AltaVista  is  a  Digital 


invention,  and  its  technology  is  ideal  for  corporate 


intranets.  So  we're  making  it  available  to  your  business, 


to  give  your  people  unparalleled  access  to  information. 


to  make  your  company's  network  as  responsive  and 


easy-to-use  as  the  Internet  at  its  best. 
WHATEVER  ITTAKES'"    To  learn  more,  first  tiy  AltaVista  at  the 


address  above,  then  visit  our  softivare  Web  site  at  httpillunvw 


altavista.sofiware.digital.com  or  call  1-800-336-7890. 

'91996  OigitJl  Equipment  Corporation  Digital  tlie  DIGITAL  logo  ami  AltaVista  are  trademarks  and  Wtiatevcr  It  Tales  is  j 
scrvne  mark  of  Digital  Equipment  Corpotalion  Bela  of  AltaVista  Search  is  currently  available  from  Digital  Equipment  Corporation 


Economic  Viewpoint 


BY  RUDI  DORNBUSCH 


BRAZIL  HAS  RUN  OUT 

OF  EXCUSES 


FRAGILE: 

Without  fiscal 
discipline, 
tamer 
inflation 
is  less  of  a 
miracle  than 
advertised. 
It's  time  for 
Cardoso  to 
bite  the  bullet 


I 


Rudi  Dornbusch  is  professor  of 
economics  and  management  at 
Massachusetts  Institute  of  Technology 


s  Brazil  headed  for  trouble  again?  Two 
yeai's  ago,  it  finally  brought  inflation  under 
.control.  Then,  Finance  Minister  Fernando 
Hemique  Cardoso,  who  accomplished  the  feat, 
was  swept  into  the  Presidency.  Then,  there  he 
sat,  doing  nothing  further.  There  has  been 
no  action  on  balancing  the  budget,  privatiza- 
tion, decentralizing  the  state,  social  security 
reform,  or  administrative  reform.  The  ex- 
cuse? They  are  "politically  difficult." 

Brazil,  so  goes  the  refi-ain,  is  unique  among 
emerging  economies.  It  is  a  true  democracy, 
and  how  can  anyone  expect  a  democracy  to 
make  difficult  decisions?  Dictator  Augusto 
Pinochet  could  make  them  in  Chile.  Alberto 
Fujimori  could  after  a  coup  in  Pem.  Carlos 
Salinas  de  Gortain  had  a  cleai-  path  in  one-pai'- 
ty,  autocratic  Mexico.  But  Brazil  is  democrat- 
ic, and  things  just  can't  be  lushed.  And  why 
rush,  since  inflation  is  under  control?  Well, 
because  the  stabilization  of  Brazil's  inflation  is 
less  of  a  miracle  than  the  government  claims. 
In  most  other  countries,  a  major  effort  in  fis- 
cal discipline  is  part  of  an  anti-inflation  strat- 
egy. Not  in  Brazil.  Instead,  Brazil  oven'al- 
ued  its  currency  and  sharply  raised  its  high 
real  interest  rates.  Last  year,  real  interest 
rates  averaged  over  50%,  and  prices  in  dollai's 
have  risen  over  40%  since  the  stabilization 
plan  began. 

The  cost  of  this  policy  is  heavy:  a  bank 
crisis  and  low  economic  gi-owth.  The  govern- 
ment is  stepping  in  with  bank  bailouts.  Mean- 
while, big  wage  increases  ai'e  making  industiy 
uncompetitive.  The  budget  deficit  has  reached 
5%  of  gToss  national  product,  and  the  public 
debt  has  doubled  in  a  single  year 
LONG  WAIT.  There  was  a  time  when  Brazil 
moved  ahead.  In  the  two  decades  prior  to 
1980,  Brazil  had  one  of  the  highest  rates  of 
growth  in  per  capita  income  in  the  world. 
Tine,  inflation  was  always  a  problem,  but  in- 
dexation kept  it  fi'om  becoming  an  obstacle  to 
growth  and  financial  stability.  As  in  Latin 
America  and  Europe,  the  shift  to  democracy 
made  sound  economic  policy  much  harder. 
But  that  was  a  decade  ago,  and  excuses  are 
wearing  thin.  Where  Asian  per  capita  income 
has  doubled  in  the  past  15  years,  Brazil's  has 
gone  nowhere. 

Brazil  is  a  large,  inward-looking  country.  It 
has  always  done  things  its  own  way,  often 
with  success.  Lessons  from  abroad  are  in- 
variably wintten  off  as  hrelevant.  In  the  past, 
Brazilians  might  well  have  claimed  that  the 


strategy  served  them  well.  But  that  is  patei 
ly  not  the  case  today.  Losing  a  decade  anc 
half  of  income  growth  is  subpar  performan 
by  any  standard. 

For  now,  overly  eager  foreign  capital, 
tracted  by  high  interest  rates,  is  helping 
keep  the  show  going.  Foreign  exchange  i 
serves  are  high,  and  the  currency  is  stab 
But  some  foreign  investors  are  much  less  i 
pressed.  These  investors  are  wary  that  t 
"miracle"  is  fading  and  that  the  bill  for  pi 
crasti nation  will  soon  come  due.  Once  capi' 
pulls  out,  there  are  few  options.  Raising 
terest  rates  further  would  stop  gi-owth  co: 
pletely  and  promote  even  wider  bank  ft 
ures.  Letting  the  cuiTency  go  means  givi 
up  inflation  control. 
MELTDOWN.  Brazilian  policymakers,  basking 
the  admiration  of  the  press  and  the  publ 
misread  their  situation.  They  underestims 
the  internationalization  of  their  economy  a 
their  dependence  on  external  capital.  Eith 
the  government  starts  reform  vnth  big  a 
eager  steps,  or  they  should  expect  maj 
trouble.  There  won't  be  an  exact  replay 
Mexico,  but  even  half  that  experience  woi 
be  a  dramatic  setback.  It  is  hard  to  pred 
the  timing  of  meltdown,  but  that  makes  t 
prospect  no  less  real  and  the  need  for  i 
foiTn  no  less  lu-gent.  The  Mexicans  didn't  he 
any  criticism  until  the  markets  crashed,  a 
Brazil  is  enjoying  the  same  reticence.  T 
trigger  for  financial  trouble  may  come  fr( 
outside  Brazil.  A  lise  in  global  interest  ral 
or  a  dip  in  global  stock  markets  will 
enough  to  soiu'  Brazil's  financial  prospects, 
is  equally  true  that  aggi'essive  reforms  cp 
take  Brazil  out  of  the  danger  zone  and  ma's^ 
it  a  dynamic  country  of  the  future. 

Brazil  isn't  the  only  mismanaged  econorl 
in  the  world,  but  it  is  unique  in  that  its  el: 
thinks  the  country  is  doing  well.  They  shoi 
be  concerned  about  stabilization  and  refoi| 
for  reasons  far  beyond  financial  stabili' 
Brazil  has  one  of  the  worst  income  distril 
tions  in  the  world,  and  poverty  levels  in 
north  are  comparable  to  the  most  backwal 
countries  in  Africa.  President  Cardoso  has] 
special  responsibility.  He  is  immensely  po 
lar.  He  is  an  accomplished  communicator 
a  superior  intellect.  He  can  make  Brazil  ti 
the  medicine  and  set  it  on  the  right  path- 
he  can  do  nothing  and  be  another  leader 
failed  to  take  responsibility  for  Brazil  nevf 
taking  its  rightful  place  on  the  world  scenj? 
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It's  inside  your  laser  beam  printer,  plain  paper  fax  or  personal 
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er  to  use.  For  the  best  possible  output,  we  do,  of  course, 
immend  that  you  choose  a  Canon  printer,  fax  or  copier, 
this,  at  least,  we  do  ask.  Is  the  cartridge  you're  using  designed 
made  with  Canon  quality  built  in  at  every  step.'  Before  you 
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If  you  run  a  business,  or  even  a  department 
for  that  matter,  you  probably  feel  as  though 
the  weight  of  the  world  is  on  your  shoulders. 

Enter  Lotus  SmartSuitef  SmartSuite 
is  all  the  software  your  business 
needs.  And  it's  so  easy  to 
learn  that  you  and  everyone 
on  your  team  will  be  able  to 
use  it  in  no  time.  (Are  those 
shoulders  feeling  any  better?) 

SmartSuite  comes  with  six 
desktop  software  applications, 
as  opposed  to  the  mere  four  that 
other  software  suites  give  you. 
You  get  word  processing,  spread- 
sheets, database  management. 
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nagging  possl 
tliat  iielps  me 
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graphics,  calendaring  and  scheduling, 
and  a  multimedia  tool.  SmartSuite  also 
allows  you  complete 
Internet  access. 

Translation:  you 
(plural)  can  do  it  all. 
Create  professional 
correspondence,  finan- 
All  the    cial  statements,  graphic  sales 
software    presentations,  track  inventory, 
a  business    organize  your  daily  schedule 
needs,    and  publish  documents  directly 
to  the  World  Wide  Web.  And  because  the 
applications  in  SmartSuite  are  completely 
integrated,  everyone  on  your  team  can 
work  better  together. 

Versions  of  SmartSuite  are  avail- 
able for  Windows"'  95,  Windows  3.1 
and  OS/2,*  and  SmartSuite  is  now 
included  with  Aptiva*  ThinkPad"  and 
most  IBM®  PCs,  as  well  as  select 
Acer,*  AST"  and  Epson"  PCs.  There's 
more  of  course.  But  you  are  run- 
ning a  business  and  we'd  hate  to 
keep  you  from  doing  just  that. 
SmartSuite  is  available  for  as 
ittle  as  $149^''  so  try  it  for  your- 
self. For  your  free  Lotus  Gallery 
CD  complete  with  a  45  day 
trial  version  of  SmartSuite,  call 
1-800-TRADE-UP,  ext.  B865.  Or 
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Economic  Trends 


BY  GENE  KORETZ 

OLD  MACDONALD'S 
BIG  ASIAN  FRIEND 

Japan's  appetite  for  U.S.  foodstuffs 

When  the  U.  S.  recently  unveiled 
plans  to  slap  punitive  tariffs  on 
some  $2  bilHon  worth  of  Chinese  ex- 
ports to  the  U.  S.,  Beijing  responded 
by  threatening  similar  action  against 
U.  S.  products— notably  American  agri- 
cultural exports.  Despite  China's  mas- 
sive food  needs,  however,  economist 
Joseph  P.  Quinlan  of  Dean  Witter 
Reynolds  Inc.  thinks  that  this  is  one 
threat  that  shouldn't  give  U.  S.  farm- 
ers too  many  sleepless  nights. 

For  one  thing,  he  notes  that  roughly 
75%  of  U.  S.  faiTn  exports  to  China  con- 
sists of  wheat,  gi'ains,  cotton,  soybean 
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oil,  and  other  bulk  items.  Since  these 
are  internationally  traded  commodities 
and  CMnese  needs  will  still  add  to  glob- 
al demand,  any  decline  in  U.  S.  exports 
to  China  should  be  largely  offset  by  ris- 
ing shipments  to  other  nations. 

More  important,  says  Quinlan,  China 
is  harxlly  a  large  or  critical  market  for 
American  agticultural  jjroducts.  In  1995, 
it  imported  just  .$2.7  billion  worth  of 
American  farm  products,  or  4%  of  total 
U.  S.  agiicultural  exports  of  $66  billion. 

Indeed,  it's  not  China  but  -Japan  that 
constitutes  America's  hottest  and  largest 
agricultural  market,  accounting  for 
I'oughly  a  quarter  of  total  U.  S.  exports 
last  year.  By  the  same  token,  the  U.  S. 
today  is  Japan's  top  food  suppher,  pro- 
viding nearly  30%  of  the  country's  im- 
ports of  foodstuffs — including  a  rapidly 
gi'owing  volume  of  high-value  consumer- 
oriented  food  products. 

Last  year,  for  example,  Japanese  pur- 
chases of  U.  S.  fresh  fruit  and  pet  foods 
rose  by  16%  and  26%,  respectively.  And 
Japan's  appetite  for  American  snack 


foods,  vegetables,  meat,  and  dairy  prod- 
ucts gi'ew  by  30%  to  35%. 

"The  Chinese  mainland,"  says  Quin- 
lan, "is  a  market  of  the  future  for  U.  S. 
fanners,  but  Japan  is  a  market  for  to- 
day, and  a  dam  good  one  at  that." 


WALL  STREET'S 
BUDGET  GIFT 

Capital  gains  slash  the  deficit 

The  stock  market's  massive  surge 
last  yeai'  did  more  than  gladden  the 
hearts  of  investors.  Evidently,  it  also 
helped  make  a  sizable  dent  in  the  fed- 
ei-al  budget  deficit  for  fiscal  1996. 

The  Ti'easury  reports  that  individual 
tax  payments  in  April  were  up  an  eye- 
popping  47%)  over  last  April's  record 
$73.4  billion  take — an  increase  that 
mainly  reflects  a  huge  pickup  in  capital- 
gains  tax  payments  fi'om  profit-taking 
investors.  With  the  deficit  for  fiscal  1996 
now  running  42%  below  its  year-earlier 
level,  economist  Donald  E.  Maude  of 
Scotia  Capital  Markets  (usa)  Inc.  thinks 
that  the  shortfall  for  the  full  fiscal  year 
will  come  in  close  to  $125  billion — dovm 
23%  from  fiscal  1995's  $163  billion. 

None  of  this  means  that  the  deficit 
won't  gi-ow  again  in  future  years.  But 
right  now,  it  indicates  that  this  year 
will  not  only  see  the  smallest  deficit  in 
14  years  but  will  mai-k  the  fii-st  time 
since  at  least  the  1930s  that  the  federal 
deficit  fell  foiu'  years  in  a  row.  And  in  a 
Presidential  election  year,  that's  not 
something  the  Administration  is  likely 
to  let  the  voting  public  forget. 


WHERE  CATHOLIC 
SCHOOLS  SHINE 

In  urban  minority  communities 

Are  parochial  schools  better  than 
public  schools?  Strong  evidence  that 
they  may  be  comes  from  numerous 
studies  that  indicate  that  students  at- 
tending Catholic  high  schools  do  better 
than  their  peers  in  public  schools.  In  a 
new  study  tracing  a  gToup  of  students 
since  the  1970s,  however,  University  of 
Chicago  economist  Derek  Neal  concludes 
that  this  impact  is  exaggerated. 

Neal  does  find  that  students  attend- 
ing Cathohc  high  schools  are  more  like- 
ly to  gi-aduate  than  similar  students  in 
the  public  system.  And  they  are  also 
more  likely  to  attend  and  graduate  from 
college  and  to  earn  higher  wages.  But 


this  positive  effect  is  most  not] 
among  urban  minorities.  ' 

In  suburban  and  rural  areas, 
finds  that  attending  a  Catholic 
school  confers  little  or  no  benefit  oj 
ther  whites  or  minorities  compared 
similar  students  in  pubUc  schools, 
in  urban  areas — in  counties  with 
250,000  people — the  probability  for  b 
and  Hispanics  of  gi-aduating  from 
school  rises  di'amatically  from  about 
to  at  least  88%.  Urban  white  studeni 
tending  Catholic  schools  also  do  bi 
but  their  gains  are  much  more  modi. 

Thus,  says  Neal,  Catholic  high  sclfl.- 
do  not  appear  to  be  superior  to  p  8ir 
high  schools  in  general.  Rather,iis 
study  suggests  that  they  are  "sirfci 
in  quality  to  suburban  pubhc  schpt, 
slightly  better  than  the  urban  pijSic 
schools  whites  attend,  and  much  ixjter 
than  the  urban  public  schools  manjjiii- 
norities  attend." 
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A  FIRM  FOOTING! 
FOR  HOUSING 

Home  buyers  haven't  backed  of 


After  two  months  of  rising  mortij 
rates,  many  economists  predictl 
the  year-long  rise  in  housing  starts 
soon  give  way  to  sustained  weakiiS!^ 
Jose  A.  Rasco  of  Capital  Investnrai- 
International  Inc.  thinks  othei-wise 

For  one  thing,  Rasco  notes  thatho— 
National  Association  of  Home  Buihsc 
housing-market  index,  which  ref 
buyer  traffic,  hit  a  two-year  hij 
May.  Fiu-thei;  mortgage  appUcationl 
home  purchases  continue  to  incrJ 
and  existing  home  sales  in  April  #e 
running  22%  over  their  year-eakr 
pace.  "Mortgage  rates  are  still  low  an- 
pared  to  their  lev- 


els a  few  years 
ago,"  says  Rasco, 
"and  both  con- 
sumer sentiment 
and  housing  af- 
fordability  remain 
veiy  high." 

Housing's  climb 
over  the  past  year 
also  bodes  well  for 
a  continued  ex- 
pansion. Econo- 
mists at  Goldman, 
Sachs  &  Co.  point 
out  that  no  reces- 
sion   since  1960 


HOUSING'S  STUNtfffi 
RESURGENCE 
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has  been  preceded  by  a  decline  in  lias- 1. ^ 
ing  starts  that  averaged  less  than '4' tiion 
and  lasted  less  than  a  year.  i  % 
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[IGHER  RATES  NOW 

^ILL  BUFFET  GROWTH  LATER 


US.  ECONOMY 


THE  HIGHER  COST 
OF  BUYING  A  HOME 


Like  the  storm  clouds  gath- 
eiing  in  the  siimmei"  hit  movie 
<ister,  the  bond  market's  behavior  so  far  in  1996 
ills  nothing  but  ti'ouble.  Higher  rates  won't  send 
vs  flying  through  the  sky,  but  they  will  restrain  eco- 
nic  growth  in  the  second  half, 
rhe  bond  market's  sell-off  has  its  roots  in  Washing- 
I's  failure  to  reach  a  balanced-budget  pact  along 
th  faster-than-expected  economic  growth,  which 
iched  off  inflation  alarms.  As  a  result,  the  yield  on 
!  benchmark  30-year  Ti-easury  bond  has  increased 
m  6%  at  the  end  of  1995  to  as  high  as  7%  in  early 
ly.  Rising  in  lockstep  with  bond  yields,  the  fixed 
e  on  a  30-year  mortgage  is  now  about  8%  (chart). 
Liong  rates  on  Ti-easuries  have  slipped  to  around 
5%  in  recent  days,  but  that  is  still  high  enough  to 
)ke  off  some  demand  for  the  dur-able  goods  usually 
Aght  on  credit  by  consumers  and  businesses.  The 
est  readings  show  that  new  orders  for  durable 
)ds  are  slipping,  housing  demand  may  be  leveling 
,  and  consumers'  concerns  for  the  economy's  fu- 
■e  behavior  are  increasing. 

The  drag  from  higher  I'ates 
is  one  reason  why  two  recent 
surveys  of  economic  forecasts 
show  growth  slowing  in  the 
second  half  of  1996.  The 
Philadelphia  Federal  Reserve 
Bank's  quarterly  roundup  of 
forecasts  projects  that  real 
gross  domestic  product  is 
growing  at  an  annual  rate  of 
2.9%  in  the  second  quarter 
and  will  expand  by  2.3%  in 
!  third  quarter-  and  1.9%-  in  the  fourth. 
\  similar  sm-vey  done  by  the  National  Association  of 
siness  Economists  indicates  that  GDP  is  rising  at  a 
rate  this  quarter  and  vdll  taper  off  to  2.2%.  in  the 
end  half.  A  key  ch'ag  on  growth,  reports  the  nabe,  is 
;  impact  of  higher  rates  on  housing.  The  nabe  says 
it  74%  of  the  sui-vey  panel  believe  housing  starts  will 
reduced  by  5%  to  10%-  in  1996  because  of  the  one- 
•centage-point  rise  in  mortgage  rates. 

INSUMERS  ARE  JUST  BEGINNING  to  notice  the 

inderheads  lurking.  The  Conference  Board's  index  of 
isumer  confidence  slipped  to  101.2  in  May,  from  104.8 
April.  All  of  the  decline  was  in  the  index  covering 
Dectations  for  the  economy  over  the  next  six  months, 
at  index  fell  to  89.7  in  May,  from  95.9  in  April.  The 


JAN  5  MAY  24 

PERCENT 

ITA;  FEDERAL  HOME  LOAN  MORTGAGE  CORP 


100 


index  covering  the  current  economic  situation  was  ba- 
sically unchanged  at  118.3. 

Even  with  the  May  dip,  confidence  is  still  high 
(chart),  and  there  is  little  danger  that  consumers  will 
roll  over  and  play  dead.  However,  signs  of  slower 
spending  ai'e  evident  in  the  Conference  Boaixl's  siu"vey 
and  elsewhei'e.  The  board  said  fewer  consumers  expect 
their  incomes  to  rise  in  the  next  six  months  and  more 
are  worried  about  future  job  prospects.  Buying  plans 
for  major  appliances  and  homes  fell  in  May. 

Moreover,  taxes  likely  cut 
into   disposable   income   in      HOUSEHOLD  OPTIMISM 
April.  A  surge  in  tax  refunds  STAYS  HIGH 

gave  a  big  boost  to  spending 
in  the  first  quarter.  But  April 
saw  a  record  amount  of  indi-  m 
vidual  tax  payments,  especial- 
ly to  cover  capital  gains,  and  consumer 
second-quarter  income  will     ^  confidence 
take  a  big  hit  compared  with     °'m  '9i ' mav'% 
the  first-quarter  level.  ^  i™ex  1935=100 

Also,   rising   delinquency  data  conference  board 

rates  for  ci'edit  cards  and  record  bankruptcy  filings 
suggest  a  small  but  growing  number  of  households  are 
Kving  well  beyond  their  means.  Higher  rates  will  only 
worsen  the  situation  because  strapped  consumers  will 
be  less  able  to  refinance  their  existing  debts. 

Last  year's  increase  in  mortgage  I'efinancings  added 
cash  to  consumers'  pockets,  but  refi  activity  has 
dropped  by  80%  since  late  February,  signaling  an  end 
to  that  stimulus  to  consumer  spending. 

HIGHER  LONG-TERM  INTEREST  RATES  will  cnmp 

the  housing  sector  especially.  The  jump  in  30-year 
mortgage  rates  from  a  low  of  6.94%  in  Febi-uaiy  to  8%- 
in  mid-May  has  raised  the  monthly  payment  for  every 
$100,000  borrowed  from  $661  to  $734.  Demand  has  not 
fallen  much  so  far,  because  home  buyers  are  able  to 
hold  down  monthly  payments  by  opting  for  adjustable- 
rate  mortgages.  But  even  those  rates  are  rising. 

After  jumping  6.6%  in  March,  sales  of  existing  homes 
edged  up  another  0.5%  in  April,  to  an  annual  rate  of 
4.22  million.  But  the  gain  was  nairow:  A  10%'  sales  gain 
in  the  Northeast  offset  declines  elsewhere. 

Mortgage  applications  to  purchase  a  home  so  far 
this  quarter  are  mnning  about  even  with  the  first- 
quarter  volume.  But  both  averages  are  well  below 
fourth-quarter  activity.  Since  it  takes  one  or  two 
months  to  process  a  mortgage,  the  leveling-off  sug- 
gests home  sales  have  hit  their  peak.  In  turn,  con- 
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sumer  demand  for  appliances,  furniture,  and  other 
household  durables  will  begin  to  fade. 

The  higher  cost  of  ci'edit  also  comes  at  a  bad  tiine  for 
manufacturers  of  durable  goods,  where  demand  is 
equally  interest-rate  sensitive.  The  factory  sector  had 
been  showing  signs  that  it  was  ready  to  emerge  from 
its  weak  period  that  began  last  year.  Inventor-ies,  es- 
pecially those  on  car  dealers'  lots,  look  manageable, 
and  first-quarter  demand  was  strong. 

Now  there  is  less  reason  for  optimism,  as  higher 
rates  sap  demand.  Already,  orders  for  durable  goods 
appear  to  have  topped  out.  New  orders  have  been 
unusually  volatile  recently,  mainly  reflecting  big  swings 
in  aircraft  orders.  April  bookings  fell  1.9%  after 
March's  2.6%  rise,  which  followed  February's  2.5% 
drop.  However,  the  three-month  trend  has  turned 
down  (chart). 

ALL  MAJOR  CATEGORIES  of  diu'able  goods  ordei's  are 
below  their  recent  peaks.  Bookings  for  primary  metals 
jumped  7%  in  April,  but  that  mainly  reflects  the 
month's  surge  in  car  and  truck  output  following  the 
strike  at  General  Motors  Corp.  Oi'ders  had  fallen  in 
each  of  the  five  previous  months. 

Detroit  recently  boosted  its  May  and  June  production 
schedules,  based  on  the  year's  sales.  However,  while  cai" 
buying  is  at  a  good  level,  it  appears  to  have  plateaued 
and  may  decrease  as  higher  rates  dampen  demand. 


BRAZIL 
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A  TREND  TOWARD  SOHI 
FACTORY  ORDERS  I 


Detroit  may  be  boosting  output  at  a  time  when  s  s 
are  losing  steam,  threatening  to  create  another  in^  i- 
tory  problem  later  this  year. 

The  strongest  area  of  durable-goods  manufac  •- 
ing  is  nonelectrical  machinery,  which  includes  c  i- 
puters.  Demand  for  information-processing  equipn  t 
remains  a  strong  component  of  capital  spending,  t 
purchases  of  more  traditional  machinery  are  slow  f. 
That's  the  result  of  slower  growth  in  the  econo 
which  has  reined  in  corporate  profits  and  ere; 
plenty  of  available  production  capacity. 

Capital  spending  will  slow 
in  coming  quarters.  Exclud- 
ing aircraft,  orders  for  non- 
defense  capital  goods  fell  in 
March  and  April.  Moreover, 
orders  for  machine  tools,  a 
leading  indicator  of  equipment 
investment,  have  slowed 
sharply  in  the  past  year  and 
a  half,  especially  domestic 
orders. 

The  head  wind  from  high 
long-term  rates  won't  blow  so  hard  that  it  wrecks  he 
expansion.  On  the  contrary,  slower  growth  will  e* 
the  stage  for  long  rates  to  dechne  eventually.  I&i 
will  give  the  economy  a  friendly  tailwind  as  it  he^s 
into  1997. 
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DURABLE  GOODS 
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II 


REFORM  IS  GOING  NOWHERE  FAST 


With  the  economy  slowing, 
unemployment  rising,  and 
local  elections  looming,  Brazil's 
stop-and-go  progress  toward  fiscal 
reform  hit  a  full  stop  on  May  22. 

In  a  major  defeat  for  President 
Fernando  Henrique 
Cardoso,  author  of  the 
successful  real  stabi- 
lization progTam,  the 
lower  house  of  Con- 
gi'ess  killed  Cardoso's 
already  watered-down 
pension  reform  bill  by 
adding  amendments 
that  would  have  com- 
pletely stripped  the 
bill  of  its  reformist  in- 
tent, and  Cardoso  could  not  piece 
together  the  60%-  support  needed 
to  oven-ide  the  changes.  Essen- 
tially, the  Congi'ess  upheld  many 
of  the  expensive  special  privileges 
that  Cardoso  wants  to  eUminate. 


TIGHT  MONEY  IS 
PRESSURING  GROWTH 


■95  '96* 
k  ANNUAL  PERCENT  CHANGE  'fORECAST 
DATA  ORI/McGRAW-HILl,  BUSINESSWEEK 


In  two  years,  Cardoso's  plan  has 
cut  inflation  from  900%  to  an  ex- 
pected 15%  in  1996,  but  long-tenn 
success  depends  on  putting  Brazil's 
public  finances  in  the  black,  which 
I'equii'es  sweeping  changes  to  the 
1988  constitution. 

The  setback  came  at 
a  bad  time  for  Car- 
doso. His  high  popu- 
larity ratings  of  last 
year  have  dropped,  as 
joblessness  has 
jumped  to  6.4%  in 
March  from  4.4%  a 
year  eaiiier.  Growth 
has  been  slipping  since 
1994  (chart),  thanks  to 
punishingly  high  interest  rates — 
27%'  in  May — needed  to  cool  do- 
me.stic  demand,  control  inflation, 
and  stabilize  the  cun-ency.  First- 
quarter  real  gross  domestic  prod- 
uct fell  2.1%'  from  a  year  ago. 


With  rates  now  on  a  declining 
trend,  the  outlook  is  a  bit 
brighter.  Analysts  expect  growtl,^ 
to  pick  up  in  the  second  half, 
reaching  2.5%  to  3%  for  1996.  A 
key  factor:  The  trade  deficit  will 
shrink  as  weak  domestic  demanc 
limits  imports  and  as  the  govern 
ment's  gradual  cuirency  devalua 
tion  strengthens  exports. 

The  pension  defeat  will  not  M 
the  reform  effort,  but  with  Octo 
ber's  municipal  elections  likely  t( 
stymie  progress,  time  is  i-unning 
out  for  Cai'doso.  The  policy  mix- 
loose  fiscal  and  tight  monetaiy— 
cannot  go  on  indefinitely.  When 
the  economy  picks  up,  further 
rate  cuts  will  be  difficult.  In  lieu 
of  reform  as  a  source  of  fiscal 
therapy,  Cardoso  may  shift  his 
emphasis  to  privatization.  His  ta 
gets:  electricity  distributors,  rail 
ways,  mining,  and  ports. 
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"'"j  but  the  results  could  lead  to  products  based  on  optical  transfer.  In  another  lab,  we're  using  laser  beams  to 

insfer  data.  A  process  that  will  enable  you  to  receive  enormous  amounts  of  information  over  the  network  almost  instantaneously. 


In  the  last  ten  years  at  NEC,  we've  spent  over  $32  billion  on  research  worldwide.  A  good  investment,  when  you  consider  every 
eakthrough  we've  made  in  fiber  optics,  bioelectronics,  and  artificial  intelligence  has  taken  shape  in  our  R&D  laboratories.  And  while 
my  of  our  advances  might  seem  a  bit  far-fetched  now,  one  day  they'll  be  as  common  as,  say,  the  office  fax  machine. 

For  more  information  about  NEC.  just  call  1-800-338-9549.  SEE,  HEAR  AND  FEEL  THE  DIFFERENCE." 


sit  our  new  web  site  at  http://www.nec.com 
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ANTITRUST 


THE  COPS 
ARE  COMING 


A  new  generation 
of  trustbusters  is 
reshaping 
national  policy 


M 


ledia  giant  Time  Warner  Inc.'s 
proposal  to  acquire  Turner 
Broadcasting  System  Inc.  faces 
I  possible  rejection  fi'om  a  skepti- 
cal Federal  Ti-ade  Commission.  The  Jus- 
tice Dept.  investigates  Moody's  In- 
vestors Service  for  alleged  antitrust 
violations  in  its  bond-rating  practices. 
Rite-Aid  Corp.'s  plan  to  merge  with 
Revco  D.S.  Inc.  cnimbles  under  assault 
from  federal  trustbusters,  as  does  Mi- 
crosoft Corp.'s  deal  to  take  over  per- 
sonal-finance software  company  Intuit. 

With  these  and  othei-  actions.  Corpo- 
rate America  is  discovering  a  new  real- 
ity: Although  many  of  the  capital's  reg- 
ulatory agencies  have  sheathed  their 
fangs  undei-  Rill  Clinton,  the  Adminis- 
ti'ation's  antitiiist  watchdogs  are  on  the 
prowl — and  biting.  And  today's  targets 
come  mostly  out  of  the  rapidly  emerging 
sectors  of  the  21st  century:  computers, 
telecommunications,  financial  services, 
and  health  care.  "To  have  impact,  we 
have  to  bring  cases  in  industries  central 
to  the  future  development  of  our  econ- 


omy," says  Anne  K.  Bingaman,  Jus 
tice's  top  trustbuster. 

The  thrust  isn't  just  future-ori- 
ented, though.  The  government  also 
is  reviving  traditional  antitnist  pol- 
icy that  had  languished  for  a  decade 
under  Presidents  Reagan  and  Bush. 
Several  of  the  most  i-ecent  cases  deal 
with  the  cozy  relationships  between 
suppliers  and  retailers  that  might  harm 
consumers.  For  example.  Justice  has 
launched  a  probe  of  snack-food  giant 
Frito-Lay  Inc.  on  the  gi-ounds  that  it 
might  have  pressured  retailers  to  keep 
rivals'  products  off  of  store  shelves.  And 
the  FTC  is  after  Toys  'R'  Us  Inc.,  charg- 
ing in  a  May  22  complaint  that  the  com- 
pany cut  exclusive  deals  with  toy  man- 
ufacturers to  freeze  out  some  of  its 
discount  competitors. 
NEW  FOCUS.  The  Clintonites'  return  to 
antitrust  activism  comes  with  a  special 
focus  on  evolving  global  industries 
deemed  to  be  anchors  of  the  new  econ- 
omy. Tlie  thinking  behind  tliis  new  focus 
is  fairly  straightfomard:  As  companies 
engage  in  a  frenzied  round  of  Info  Age 
dealmaking,  the  Feds  want  to  ensure 
that  the  resulting  corporate  powerhous- 
es don't  quash  newcomers  that  might 
bear  the  seeds  of  vital  technological 
breakthi'oughs. 

The  zeal  of  Justice's  Bingaman  and 
FTC  Chan-man  Robert  Pitofsky  has  un- 
settled business,  because  ceos  are  no 
longer  sure  where  the  new  boundaries 


lie.  "They  seem  to  want  to  chang-  tht 
[interpretation  of  the]  law,"  says  row- 
'R'  Us  Chairman  Michael  Goldseiii 
"We're  confused  about  what  they  fant 
us  to  do."  Martin  Grass,  chainnamiid 
CEO  of  Rite  Aid,  is  blunter:  "I  gfi.tii" 
sense  that  they  take  joy  in  kjir/j 
deals." 

Whether  the  trustbusters  take  ;y  , 
their  successes  or  not,  regulatoriiir:' 
detennined  to  help  shape  developir  i 
dustries  in  a  way  that's  fair  and-> 
motes  competition.  Take  liigh  tech.  '1 
tonites  are  concerned  that  compi 
that  possess  stan^ii 
setting  technoli!,i 
such  as  MiciSi  ; 
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with  its  d; 
nant  Window  t 
erating  system,  o 
use  theii"  advantage  to  control  nexlj' 
eration  technologies.  That's  wh, 
April,  1995,  Justice  blocked 
Microsoft's  .$2  billion  acquisi- 
tion of  Intuit.  The  depart- 
ment contended  that  Mi- 
crosoft was  really  aiming  to 
control  the  burgeoning  on- 
line personal  finance  market. 
Antitrust  experts  believe 
that  in  the  future.  Justice 
will  closely  monitor  Mi- 
crosoft's forays  into  the  In- 
ternet, looking  for  any  at- 
tempts to  impose  its 
Internet  browser  on  Win- 
dows users  at  the  expense 
of  rival  Internet  products. 

The  Feds  are  also  focus- 
ing on  anticompetitive  prac- 
tices in  patent  licensing. 
Last  November,  the  ftc 
brought  a  case  against  Dell 
Computer  Corp.  for  helping 
set  an  industry  standaixl  for 


ANTItRUST  FOR  A  NEW  ERA 


HIGH  TECH  Industry 
standard-bearers  such 
as  Microsoft  are  under 
close.  Justice  scrutiny 
for  signs  that  they 
might  be  unfairly  using 
their  market  position  to 
leapfrog  into  monopo- 
lies of  next-generation 
technologies. 


HEALTH  CARE  Hospi 
tals,  doctors,  and  phar- 
macies rushmg  to  con- 
solidate can't  get  too 
big.  Clinton's  trust- 
busters will  tolerate 
combos  that  help  cut 
costs.  But  woe  to  those 
that  can  leverage  market 
power  to  raise  prices. 


RETAILERS  Stores 
must  make  sure  their 
relationships  with  sup- 
pliers don't  freeze  out 
competitors.  Such  busi- 
ness arrangements, 
once  considered  beyond 
antitrust's  purview,  have 
alarmed  government 
watchdogs. 


GLOBAL  BUSINESSES 

Companies  that  com- 
pete internationally  can 
expect  some  slack,  even 
if  they  have  a  huge  mar- 
ket share  at  home.  The 
feds  realize  that  U.S. 
companies  need  to  bulk 
up  to  go  head-to-head 
with  global  giants. 
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the  technology  that  transfers  instinc- 
tions  between  a  computer's  central 
processor  and  peripheral  components — 
then  making  rivals  pay  a  royalty  for 
the  technology.  Dell  has  since  agreed 
to  drop  the  patent  claims  and  halt  roy- 
alty collections. 

A  SHARP  EYE.  Another  target  for  trust- 
busters:  telecommunications,  where  re- 
cent congTessional  refonns  have  created 
a  rapidly  changing  marketplace.  The 
Baby  Bells  are  loishing  to  merge.  Long- 
distance companies  are  eyeing  local 
phone  markets.  And  Justice  is  on  the 
lookout  for  any  combination 
that  smacks  of  the  old- 
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oly.  Merging  goliaths 
Bell  Atlantic  Corp.  and 
Nynex  Coi"p.,  for  instance,  are 
under  intense  government  scrutiny  be- 
cause the  adjacent  regions 
they  control  account  for 
^wRpssT  $30  billion  of  the  long-dis- 
{  {~  tance  business. 
I  /  j  Over  at  the  ftc,  offi- 
cials are  skeptical  of  the 
Time  Warner  and  Turner 
merger,  fearing  the  re- 


"To  have 
npact,  we  have 
)  bring  cases  in 
industries 
central  to  the 

future 
levelopment  of 
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suiting  combo  would  dominate  both  ca- 
ble progi-amming  and  distribution.  The 
two  companies  own  some  of  the  nation's 
most  popular  cable  networks,  such  as 
HBO  and  CNN.  In  addition.  Time  Warner 
and  Turner  investor  Tele-Communica- 
tions Inc.  own  extensive  cable-televi- 
sion systems,  ftc  tmstbusters  fear  that 
a  merger  would  thwart  the  entry  of 
newcomers  in  both  segments  of  the 
business. 

New  aUiances  in  the  health-care  field 
raise  different  concerns.  Health-care 
providers,  insurers,  and  dnig  companies 
need  to  be  large  enough  to  cut  costs. 
But  antitrust  regulators  want  to  pre- 
vent them  froin  getting  so  big  that 
they  can  resist  attempts  by  cus- 
-  tomers  to  negotiate  lower  prices. 
That's  why,  on  Apr.  17,  the  ftc 
blocked  the  $1.8  billion  merger  of 
Rite  Aid  and  Revco.  Agency  at- 
r---  j  torneys  thought  that  the  huge 
drugstore  combination  could 
_  thwart  attempts  by  employee  in- 
I  surance  plans  to  bargain  for  cut-rate 
prescription  drags.  Now,  the  Feds  are 
looking  at  health  insurers  that  wangle 
exclusive  price  concessions  from  op- 
tometrists, dentists,  and  other  care 
providers. 

MORE  OF  THE  SAME?  Of  com'se,  Admin- 
istration antitrusters  aren't  always 
gung-ho  about  bringing  cases  against 
big  companies.  When  it  comes  to  linkups 
that  enhance  the  U.  S.'s  ability  to  com- 
pete globally,  the  Clintonites  can  be 
rather  mellow.  In  June,  the  ftc  will  is- 
sue a  report  detailing  ways  that 
U.  S.  exporters  could  get  more  le- 
nient treatment  from  tnistbusters 
at  home.  "Otherwise,  we  pay  a 
price  for  oiu-  ability  to  compete 
in  the  global  market,"  says  the 
FTC's  Pitofsky. 

For  all  their  efforts  to  har- 
ness the  future,  antitrust 
watchdogs  insist  that  they 
have  instituted  only  incre- 
mental policy  changes.  "There 
hasn't  been  any  real  break  fi'om 
the  past,"  contends  Bingaman. 
1        But  companies  that  are  in- 
■    creasingly  enmeshed  in  the  Feds' 
antitrust  net  see  it  differently. 
Bill  Clinton,  the  candidate  who 
once  urged  voters  to  "make 
change  your  friend,"  can  be 
downright  unfriendly  when  it 
comes  to  policing  the  new  econo- 
my's industries. 

By  Catherine  Yang  in  Wash- 
ington, with  Joseph  Weber  in 
Philadelphia,  Suzanne  Wool- 
ley  in  New  York,  and  bureau 
reports 
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TAXES 


THE  FLAT  TAX  MAY 
BE  BACK.  RIGHT.  BOB? 

But  even  a  watered-down  Dole  version  would  divide  business 


ELECTION  '9^ 


It  was  given  last  rites,  pronounced 
dead,  and  buried  during  the  Republi- 
can Presidential  primaries.  But  the 
flat  tax — onetime  gop  aspirant  Steve 
Forbes'  economic  prescription  for  every- 
thing from  stagnant  wages  to  society's 
moral  decay — is  back. 

Bob  Dole,  who  was  shooting  down 
Forbes'  flat  tax  just  a  few  months  ago, 
is  now  giving  it  a  serious  second  look. 
Far  behind  President  Clinton  in  the 
polls,  the  presumptive  Republican  nom- 
inee is  weighing  some  combination  of 
an  immediate  across-the-board  rate  cut, 
a  payroll-tax  credit,  and — for  the  long 
haul — a  promise  to  scrap  the  existing 
multi-tiered  tax  code  in  favor  of  a  sin- 
gle-rate income  tax. 
FAST  GROWTH.  Faced  with  the  huge 
tab  of  a  Forbesian  17%  flat  tax,  which 
could  cost  up  to  $1.3  trillion  over  sev- 
en years.  Dole's  not  likely  to  swallow 
the  plan  whole.  But  egged  on  by  po- 
litical aides,  he's  sidling  ever  closer  tt 
the  supply-side  camp.  On  May  22,  Dole 
and  Forbes  met  and  buiied  the  hatchet. 
The  powwow  fueled  speculation  that 
deficit  hawk  Dole  will  adopt  both  the 
flat  tax  and  Forbes'  belief  in  fast- 
growth  economics  when  he  reveals  his 
economic  strategy  in  a  speech  expected 
in  late  June. 

Senator  Robert  F.  Bennett  (R-Utah), 
one  of  the  Kansan's  confidants,  dubs  this 
foxhole  conversion  the  birth  of  "the 
New  Dole."  But  if  the  New  Dole  can 
bring  himself  to  sign  onto  something  as 
sweeping  as  the  flat  tax,  he  will  discov- 
er an  old  problem:  Although  the  idea 
sounds  simple  in  theoiy,  in  practice  it 
would  hit  Corporate  America  unevenly, 
boosting  some  industries  and  socking 
others.  "This  is  about  winners  and 
losers,"  says  Washington  tax  lawyer 
Mark  Weinberger. 

One  potential  winner  is  Rock-Tenn 
Co.  Its  chairman,  Bradley  Currey  Jr., 
figures  that  the  tax  bill  for  his  Nor- 
cross  (Ga.)  packaging  and  paperboard 
manufacturing  company  "would  be 
significantly  less  expensive"  if  Congress 
adopted  the  Forbes-like  17%  flat- 
tax  plan  proposed  by  House  Majority 
Leader  Richard  K.  Armey  (R-Tex.). 
Rock-Tenn  wins  because  the  flat 
tax  would  let  the  firm  take  an  immedi- 


Pain  and  Gain 

Change  in  businesses'  tax  bill*  com- 
pared with  1992  income  tax  paymmts 
21%  FLAT  TAX 


AIRCRAFT  MAKERS 

+  1.39 

INSTRUMENTS 

+0.56 

CHEMICALS 

+0.06 

INDUSTRIAL  MACH. 

+1.70 

ELECTRICAL  EQUIP. 

-0.06 

BUSINESS  SERVICES 

+0.19 

RETAIL  TRADE 

+0.19 

PETROLEUM 

+  1.04 

AUTOS 

-0.39 

*Percentage  of  sales.  21%  rate  is 
considered  revenue  renewal. 

DATA:  PRICE  WATERHOUSE  ECONOMIC  POLICY 
CONSULTING  SERVICES 


ate  write-off  for  its  big-ticket  eqp- 
ment  purchases.  "We  spend  all  of  ui' 
cash  flow  on  better  and  faster  macin- 
ery,"  says  Currey. 

But  other  compaies 
wouldn't  be  so  lucky.  Ac- 
cent study  by  accountiets 
Price  Waterhouse  shows  that  a  tax-iv; 
rewTite  would  produce  dramatic  dilir- 
ences  for  various  industries.  Ut^ 
AiTney's  plan  with  a  21%  rate — the  1^ 
needed  to  keep  tax  refoiTn  ft'om  tmiag 
into  a  tax  cut — the  accountants  foitl 
that  aircraft  makers  would  turn  (fer 
to  the  IRS  an  additional  1.39%  of  t 
gi'oss  sales  (table).  Auto  makers,  on| 
other  hand,  would  enjoy  a  tax  cul 
taling  0.39%'  of  receipts. 
RICH  INCENTIVES.  Why  the  differemg 
Detroit  would  benefit  from  a  geneitn- 
wi-ite-off  of  new  equipment  purch;s.- 
under  the  flat  tax.  Airctf. 

makers  are  equl; 
heavy  investors,  w 
they're  also  the  ^ 
gest  U.  S.  exportfs 
and  the  flat  a; 
wipes  out  forqi. 
tax  credits  and  o1*r 
breaks  that  help  |D- 
mote  exports.  |' 
Flat  taxers  haven'tfe 
figured  out  how  to  t:iist 
the  profits  made  by  bajte, 
insurers,  and  securijp? 
fii-ms.  But  whatever  a|i- 
tional  levies  such  fii-ms  |l:e 
would  be  small  potaljet 
compared  with  the  wincjlll 
created  by  the  plan's  rich  incentivesbr 
savings:  Individuals  would  not  havito 
pay  tax  on  any  interest,  dividendspr 
capital  gains.  "It  could  be  a  boon  fojfi- 
nancial  services,"  says  Gerald  rP. 
O'Driscoll  Jr.,  Citicorp's  director  of  9l- 
icy  analysis.  Companies  offering  lot^t 
investment  products  would  be  partin- 
larly  blessed.  But  their  lineup  of  pid- 
ucts  might  change:  Some,  like  tax-sgl- 
tered  annuities,  would  lose  their  |>: 
edge  against  other  savings  plans,  i 

Reform  could  turn  commercial  ilal 
estate  inside  out.  Today,  developersje- 
preciate  the  cost  of  buildings  oveiBl' 
years  and  deduct  interest  paym(|;-'' 
over  the  life  of  the  loan.  Under  thejb' 
tax,  they  would  get  a  staggering  f.|t 
year  deduction  for  the  full  cost  of  bisd 
ings  and  land — but  lose  interest  dedc 
tions.  Such  a  change  would  play  hit)* 
with  cash  flow  and  send  develoj^- 
scrambling  to  find  investors.  "You  wfl'l 
have  new  properties  creating  trenai 
dous  losses  that  their  owners  coulo'' 
use,"  says  kpmg  Peat  Marwick  partpi 
Philip  J.  Wiesner.  \ 
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\llere  quibbles,  say  the  flat  taxers. 
gy  claim  their  reforms  would  pro- 
;e  enough  economic  gi-owth  to  swamp 
'  industry-specific  problems.  But  the 
iwth  claims  are  suspect:  Berkeley 
nomist  Alan  J.  Auerbach  calculates 
t  under  the  best  case,  pui'e  tax  re- 
rn  could  add  0.4  percentage  points  to 
economy's  annual  gi-owth  I'ate.  And 
ngress  is  hardly  likely  to  pass  an 


economist's  dream  plan.  Every  deal  that 
lawmakers  cut  to  grease  the  way  for 
legislation  will  reduce  the  plan's  gi'owth- 
boosting  potential. 

CHANGEOVER.  For  business,  though, 
such  transition  rules  or  loopholes  will 
become  critical.  What  happens  to  a  busi- 
ness that  is  carrying  millions  of  dollars 
of  unused  net  operating  losses?  How 
about  an  outfit  that  buys  a  big  piece  of 


equipment  a  year  before  any  new  tax 
law  takes  effect? 

Don't  look  for  any  quick  answers 
fi'om  Bob  Dole.  He's  telling  his  econom- 
ic advisers  he  wants  a  tax  plan  that's 
big,  bold,  and  beguilingly  simple.  The 
details  and  the  price  tag?  Dole  seems  in- 
clined to  worry  about  that  another  day. 

By  Howard  Gleckman,  with  Mike 
McNamee,  in  Washington 


COMIVIENTARY 

By  Paul  Magnusson 

IT'S  THE  ISSUES,  STUPID 


First,  a  prediction:  If  the  1996 
Presidential  campaign  contin- 
ues at  its  cun-ent  vacuous 
level,  most  voters  won't  pause  to 
watch  the  candidates'  televised 
debates,  much  less  go  out  and 
vote.  And  who  could  blame 
them?  To  Hsten  to  President 
Clinton  and  Senate  Majority 
Leader  Bob  Dole  talk,  the  im- 
portant issues  of  the  day  are 
same-sex  mamages,  who  can 
toss  the  most  moms  off  welfare, 
and  which  candidate  might  make 
the  most  trastworthy  child 
piardian.  Jay  Leno  and  David 
Letterman  never  had  it  so  easy. 

Actually,  a  low  voter  turnout 
is  only  one  of  the  dangers  of  an 
inane  campaign.  More  important, 
the  opportunity  to  engage  the 
public  in  a  serious  debate  about 
real-world  solutions  is  being- 
squandered  while  the  two  candi- 
dates blather  about  the  best 
method  to  prevent  flag-burning 
or  pander  shamelessly  with  pledges 
of  tax  cuts.  Unfortunately,  the  han- 
dlers have  persuaded  the  candidates 
to  duck  substantive  issues,  says  GOP 
political  strategist  Kevin  P.  Phillips. 
"Don't  discuss  real  problems  because 
then  you'll  have  to  come  up  with  real 
solutions  that  make  voters  or  your 
contributors  uncomfortable,"  he 
mocks. 

RIDICULE.  Ti-ouble  is,  without  an  air- 
ing of  important  issues.  Presidents 
take  office  with  no  mandates  for  ac- 
tion. Clinton's  sudden  discovery  in 
January,  1993,  of  a  worsening  federal 
budget  deficit  was  roundly  ridiculed, 
and  rightly  so.  That  revelation,  and 
his  flip-flops  on  taxes  and  spending, 
have  hampered  his  Administration's 
policymaking  ever  since. 

The  GOP  doesn't  seem  to  get  it 
either.  Emboldened  by  the  May  28 
guilty  verdicts  in  Arkansas  against 
Clinton's  former  Whitewater  real  es- 


BURNING  QUESTION:  Is  finding  a  way  to 
prevent  desecration  of  the  flag  really  vital? 


tate  partners.  Republicans  are  hoping 
to  raise  anew  the  issue  of  Clinton's 
character  and  values  (page  49).  Yet 
GOP  pollster  Frank  I.  Luntz  admits 
the  approach  didn't  work  last  time: 
"Wlien  we  talked  about  fainily  values, 
that  became  code  for  imposing  val- 
ues." The  real  1992  campaign,  he  says, 
turned  out  to  be  about  economics. 

The  current  campaign  should  also 
focus  on  the  economy.  For  starters, 
suggests  American  Business  Confer- 
ence President  Bany  K.  Rogstad,  the 
candidates  might  try  to  answer  this 
one:  "How  can  we  stop  systematically 
borrowing  from  the  futui'e  to  fimd 
the  present?"  It's  a  good  cjuestion, 
but  the  answer  goes  far  beyond  the 
budget  deficit  to  the  basic  priorities 
of  government.  Today,  for  example, 
the  poverty  rate  for  children — 22% — 
is  almost  twice  that  of  the  elderly, 
but  the  aged  get  nearly  $6  in  federal 
benefits  for  each  $1  spent  on  kids. 


Ironically,  Clinton  wrote  the 
book — literally,  in  232  pages — on 
how  to  frame  and  run  on  the  is- 
sues during  his  1992  campaign. 
And  many  of  the  ideas  that  were 
raised  in  Putting  People  First 
are  even  more  pressing  today: 
providing  continuing  education 
for  woi'kers  so  they  can  compete 
in  a  global  economy;  better  and 
safer  public  schools  with  rigid 
national  standards;  campaign  fi- 
nance reform  to  dilute  the  cur- 
rently overwhelming  power  of 
special  interests;  spending  Su- 
perfund  dollars  on  cleaning  up 
1 1  ixic-waste  sites  rather  than  on 
legal  wrangling  over  how  to  do 
it;  community-based  policing; 
drug-treatment  on  demand,  and 
reducing  crime  in  public  housing 
■  projects. 

MUCH  MUD.  The  Dole  camp  could 
make  a  major  contribution  by  in- 
troducing tax  refoiTn  into  the  de- 
bate.  So  far,  the  Dole  campaign 
is  floating  a  15%  income  tax  cut  as  "a 
downpayment  on  reform"  and  pon- 
dering a  flat  tax.  But  any  tax  system 
that  continues  to  reward  borrowing 
and  penalize  savings  and  investment 
doesn't  deserve  to  be  called  reform. 

The  party  conventions  are  more 
than  two  months  away,  and  the  cam- 
paigns are  still  under  constiTiction. 
But  the  early  trend  shows  the  candi- 
dates veering  towards  "supei-ficial 
mudslinging  disconnected  ft'om  any- 
one's fife  or  real  concerns,"  notes 
Democratic  consultant  Brian  Lunde. 
If,  as  the  OOP's  Luntz  believes,  the 
cuiTent  campaign  "will  be  about  who 
can  best  take  this  countiy  into  the 
next  millennium,"  then  Clinton  and 
Dole  would  be  wise  to  start  giving 
voters  a  reason  to  show  up  at  the 
polls. 

Magnusson  follows  the  political 
wars  from  Washington. 
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MUTUAL  FUNDS 


MAGELLAN:  WHAT 

TO  EXPECT  FROM  STANSKY 

His  straitlaced  approach  may  master  the  monster  fund 


a 


Ihe  pay  isn't  shabby — perhaps  $5  mil- 
Hon  a  year  or  more.  The  resources 
are  enormous:  an  anriy  of  research 
analysts  and  the  latest  investment  tech- 
nology at  your  disposal,  jjIus  a  trading 
desk  that  can  buy 
or  sell  thousands  of 
shar'es  without  reveal- 
ing your  identity.  De- 
spite these  advantages, 
it  is  becoming  increas- 
ingly difficult  to  make 
the  Fidehty  Magellan 
Fund  live  up  to  its  ex- 
emplary past  perfor- 
mance. On  June  3,  Fi- 
delity veteran  Robert  E.  Stansky 
becomes  the  tliii'd  manager  to  inn 
Magellan  since  Peter  S.  Lynch's 
13-year  reign  ended  in  1990.  He 
succeeds  Jeffi-ey  N.  Vinik,  37,  who 
left  to  launch  his  own  ftrni. 

The  handoff  comes  at  a  poten- 
tially sticky  time  for  the  $56  bil- 
lion fimd — the  country's  largest — 
which  has  lagged  the  stock  mar- 
ket for  the  past  eight  months. 
That's  because  Vinik  turned  bear- 
ish during  a  raging  bull  market 
and,  early  this  year,  put  19%  of 
the  fund  into  long-term  U.  S. 
Tr'easury  bonds.  The  bonds,  cou- 
pled with  a  10%  cash  position, 
amount  to  a  major  bet  on  a  tum- 
ble in  stock  jjrices.  So  fai",  it  hasn't 
happened.  This  year,  Magellan  is 
up  3.7%,  vs.  9.3%  for  the  Stan- 
dard &  Poor's  500-stock  index. 

That  puts  Stansky,  who  is  ex- 
pected to  mn  the  fund  more  like 
the  $8  billion  Fidelity  Growth 
Company  Fund  he  has  managed 
since  1987,  in  a  tough  spot.  If  he  sells  the 
bonds,  Magellan's  4.4  million  shai'eholders 
will  eat  large  losses.  And  if  he  leads 
Magellan  into  the  kind  of  large-company 
gi'owth  stocks  he  is  generally  paitial  to, 
Stansky  will  be  buying  neai'  or  at  record- 
high  prices.  Should  the  market  tank,  as 
Vinik  has  been  anticipating,  Stansky  and 
his  new  shareholders  will  get  bumed. 

Still,  Magellan's  last  two  manager 
changes  resulted  in  major  portfolio 
makeovers — and  there's  a  good  chance 
the  same  will  happen  under  Stansky.  Be- 
sides favoring  a  median  market  capital- 


ization of  $12.5  billion — Vinik's  was  $5 
billion — Stansky  hunts  for  companies 
with  higher-than-average  sales  growth 
that  may  translate  into  good  profit  in- 
creases over  two  to  thi'ee  yeai-s.  Vinik  fo- 
cuses on  6-to-12-month  earnings 
gains.  Stansky  holds  on  to  his  stocks 
for  one  year  on  average;  Vinik's 
turnover  is  closer  to  nine  months. 
"Stansky  is  disciplined  in  his  ap- 
proach to  investing,"  says  Robert  S. 
Meeder  Jr.,  who  ivms  the  Flex-fimds 


I\vo  Managers, 
IWo  Styles 


VINIK'S  STANSKY'S  GROWTH 

MAGELLAN  FUND      COMPANY  FUND 

10  Top  Holdings  " 


U.S.  TREASURY  NOTE 

GENERAL 

5.875%,  Nov.  2005 

ELECTRIC 

U.S.  TREASURY  BOND 

FANNIE  MAE 

6.875%,  Aug.  2025 

PHILIP 

U.S.  TREASURY  BOND 

MORRIS 

6.35%,  Aug.  2023 

ORACLE 

CHRYSLER 

CITICORP 

GENERAL  MOTORS 

U.S. 

U.S.  TREASURY  BOND 

ROBOTICS 

6%,  Feb.  2026 

CISCO 

CATERPILLAR 

SYSTEMS 

U.S.  TREASURY  BOND 

CHRYSLER 

7.625%,  Feb.  2025 

LOWE'S 

DIGITAL  EQUIPMENT 

AMERICAN 

DEERE 

EXPRESS 

*Asof  Mar,  31,  1995  DATA 

FIDELITY  INVESTMENTS 

manager,"  says  Robert  J.  Markrfc, 
whose  Markman  Capital  Managenk 
Inc.  invests  in  mutual  ftmds.  "If  he  vri 
100%  in  equities  and  undeqjeifoiTne  i 
wouldn't  have  been  an  issue." 

Observers  generally  applaud  Stan^,/' 
promotion.  The  40-year-old  managei'la 
a  solid  reputation.  "He's  a  guy  who: 
personality  is  not  going  to  play  stai-.  |u 
should  be  able  to  handle  the  pressui- 
says  fund  maven  A.  Michael  Lipjje. 
Lipper  Analytical  Securities  Corp. 
$56  BILLION  QUESTION.  Stansky  has  i 
right  track  record,  too.  For  the  th 
years  ended  Apr.  30,  his  average  an 
al  return  was  19.2%,  two  percent." 
points  better  than  the  s&P  .500  and  nr 
than  three  percentage  points  better  la 
Magellan.  For  the  five-year  period,  S. 
sky  beat  the  s&p  by  an  average  oi: 
percentage  points  a  year. 

Stansky  gi-aduated  from  Nichols 
lege  in  1978  and  joined  Fi(Ul 
in  1983  as  a  reseai'ch  analyst  ; 
earning  an  mba  at  New  York  , 
versify.  He  apprenticed  as  an. 
sistant  to  Lynch  at  Magellan  ; 
managed  sector  fimds  before 
ing  over  Growth  Company. 

But  that  preparation  may 
not  be  enough  to  master  Mage;; 


Muirfield  fund  of  funds,  which 
counts  Stansky's  Growth  Com- 
pany among  its  largest  holdings. 

Stansky's  stniitlaced  management  style 
should  produce  less  controversy  than 
Vinik's  bold  one.  Stansky  hasn't  tended  to 
move  swiftly  in  and  out  of  markets  or 
sectors.  Viruk  slashed  liis  technology  hold- 
ings fi-om  43%'  to  less  than  10%  in  1995's 
fourth  quarter  alone.  What  got  Vinik  in 
hot  water  with  many  fimd  watchers  was 
the  huge  bet  on  bonds — even  though  it  is 
permissible  under  Magellan's  charter. 
"Vinik  was  supposed  to  be  an  equity 


Two  uf  the  Uufc  next-largest  funds r 
ran  by  teams,  and  one  is  an  index  f  ic 
which  is  essentially  run  by  compia? 
Virulc,  considered  a  great  manager,  stig 
gled  vrith  Magellan,  especially  as  it  hio 
ed  toward  $50  billion.  Is  the  funcs 
large  that  it's  unmanageable  evenb 
the  industry's  best?  The  answer  lieiii 
how  well  Stansky  does  in  his  new  j 

By  Jeffrey  M.  Laderman  in 
York  and  Geoffrey  Smith  in  Boston 


COMMENTARY 

By  Mike  France 


BLOWING  SMOKE  IN  THE  TOBACCO  WARS 


With  Baltimore's  Mercy  Medical 
Center  providing  a  backdrop 
for  the  TV  cameras,  Maryland 
Attorney  General  J.  Joseph  Curran 
Jr.  on  May  1  joined  the  war  against 
Big  Tobacco.  Seeking  $13  billion  in 
damages  and  punitive  sanctions,  he 
became  the  eighth  state  prosecutor 
to  sue  cigarette  makers  for  reim- 
bm-sement  of  health-care  expenses. 
"They  have  knowingly  peddled  a 
killer  product,  and  their  victims  have 
come  to  hospitals  like  this  to  be 
treated,"  he  proclaimed.  "We  will 
take  them  to  the  courthouse  to  seek 
justice." 

Since  a  federal  appeals  court  on 
May  23  thi'ew  out  the  Castano  class- 
action  brought  on  behalf  of  all  the 
allegedly  addicted  smokers  in  the 
U.  S.,  the  state  reimbursement  suits 
are  the  most  visible  legal  threat  re- 
maining to  tobacco.  At  least  10  more 
attorneys  general  are  preparing  fil- 
ings similar  to  Curran's,  says  anti-to- 
bacco activist  Richard  A.  Daynard. 
But  don't  be  sui-prised  if  those  cases 
eventually  meet  the  same  fate  as  the 
Castano  suit. 

UNTESTED  THEORIES.  Like  that  class- 
action,  the  state  i-eimbursement  cas- 
es have  in  many  instances  been  filed 
by  publicity-hungi-y  attomeys  and 
built  on  untested  legal  theories. 
They  try  to  take  advantage  of  a  ris- 
ing public  desire  to  punish  Big  To- 
bacco, brought  about  by  new  evi- 


dence that  cigarette  makers  may 
have  suppressed  health  information 
about  tobacco,  capitalized  on  the  ad- 
dictive properties  of  nicotine,  and 
lied  to  government  officials.  These 
revelations — along  with  Liggett 
Group  Inc.'s  Mar.  13  offer  to  settle 
some  suits — helped  to  create  a  wide- 
spread impression  that  the  tide  of 
battle  had  turned.  In  the  days  after 
Liggett's  surprise  move,  share  prices 
of  market  leader  Phihp  Mori'is  plum- 
meted by  more  than  15%. 

But  investors  who  fled  cigarette 


TOUGH  FIGHT:  Lawyers 
must  prove  ailments  are 
tobacco-related,  not  genetic 

General's  1966  warning  dif- 
fered from  those  who  be- 
gan afterward.  "The  law 
matters,"  says  Oppen- 
heimer  &  Co.  tobacco  ana- 
lyst Roy  D.  Burry,  who  be- 
lieves that  the  industry  will 
win  the  reimbursement  cas- 
es. "The  judicial  system  in 
this  country  has  major 
trouble,  but  it  does  ulti- 
mately work." 

The  state  cases  will  face 
t^lJi  different,  but  equally  seri- 
ous, challenges.  The  attor- 
neys general  claim  that  Big 
Tobacco  has  imposed  undue 
medical  expenses  on  their 
states,  which  in  turn  are 
entitled  to  be  repaid  for 
those  costs.  To  prevail  with  this  nov- 
el argument,  the  states  fii'st  must 
ovei'come  the  defense  that  tobacco 
has  successfully  used  against  plain- 
tiffs for  years:  that  smokers  knew 
about  the  health  risks.  Second,  the 
states  have  to  prove  that  the  health 
costs  they  incurred  are  attributable 
to  tobacco-related  illnesses,  and  not 
to  other  causes,  such  as  claimants' 
genetic  problems  or  exposure  to  haz- 
ardous materials.  Finally,  they  vnW 
likely  have  to  argue  that  the  health 
costs  of  smoking  exceed  the  amount 


Eight  states  are  suing  Big  Tobacco  to  recover 
health-care  costs,  and  more  are  jumping  on 
the  bandwagon.  But  the  suits  are  long  shots 


stocks  because  of  fears  about  legal 
liabilities  forgot  one  thing:  Courts  of 
law  do  not  opei-ate  by  the  same 
rules  as  the  court  of  pviblic  opinion. 
The  judges  who  killed  the  Castano 
case  were  bound  by  law.  The  rules 
governing  class  actions  say  that 
couits  can  only  approve  such  mas- 
sive eases  when  all  of  the  alleged 
victims  have  similar  claims.  But  the 
Castano  litigants  came  from  all  .50 
states,  and  diffei-ent  rules  would 
have  applied  in  each  jurisdiction. 
Moreover,  the  arguments  of  smokers 
who  started  before  the  Surgeon 


the  states  rake  in  on  tobacco  excise 
taxes. 

Rather  than  wasting  time  and 
money  in  litigation,  tobacco  oppo- 
nents and  the  industry  should  dis- 
cuss a  legislative  solution.  If  it's  true 
that  the  tobacco  industry  imposes 
costs  on  the  states,  then  the  rational 
way  to  solve  the  problem  is  by  in- 
creasing cigarette  excise  taxes. 
That's  a  problem  for  the  statehouse, 
not  the  courthouse. 

France  covers  legal  affairs  for 

BUSINESS  WEEK. 
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MONKEY  BUSINESS 
IN  THE  CUSSROOM 

A  science  text  is  customized  to  mollify  creationists  in  Georgia 


Teachers  call  them  "science  in  a 
box" — self-contained  packages  of 
teaching  tools  that  make  it  easy  to 
customize  elementary-school  science  in- 
struction. Textbooks,  audiovisual  aids, 
compact  disks,  and  even  items  such  as 
aquaiiums  are  packaged  together  by  a 
publisher  to  suit  a  school  district's  needs. 

But  it's  what's  being  left  out  of  sci- 
ence-in-a-box  packages  in  Cobb  County, 
Ga.  that  is  raising  new  questions  about 
academic  fi-eedom.  After  several  pai-ents 
complained  that  a  textbook  did  not  in- 


row  against  William  Jennings  Bryan  in 
the  1925  Scopes  monkey  trial — state  law- 
makers are  considering  a  bill  I'equiiing 
schools  to  fti"e  teachers  who  teach  evo- 
lution as  fact.  In  Hall  County,  Ga.,  teach- 
ers are  required  to  discuss  creationism. 
And  the  New  Hampshii'e  legislature  is 
considering  making  it  illegal  to  teach 
evolution  without  parental  consent. 

In  Cobb  County,  the  changes  to 
Changhig  Earth  began  when  pai'ent  Jef- 
fi-ey  K.  Wiight  complained  that  the  coun- 
ty's proposed  fourth-gTade  science  text 


km 


ml 


elude  creation  theoiy  to  explain  the  ori- 
gin of  the  universe,  textbook  publisher 
Macmillan/McGraw-Hill  Inc.  agi-eed  to 
custom-publish  a  vereion  of  its  Changing 
Earth  text  that  eliminates  a  chapter 
called  "Birth  of  Earth." 
ATTACK.  Macmillan/McGraw-Hili,  a  unit 
of  The  McGraw-Hill  ("ompanies,  which 
publishes  I'.usiNKSS  wekk,  sees  the  move 
as  good  business.  But  some  education 
experts  see  it  as  yet  another  attack  by 
creationists  on  the  teaching  of  common- 
ly accepted  evolution  theories  in  pubUc 
school  classrooms. 

Cobb  County  is  highly  consei'vative:  It 
is  home  base  to  House  Speaker  Newt 
Gingrich  and  in  1993  passed  a  resolu- 
tion criticizing  the  "homosexual  lifestyle." 
But  its  effort  to  eliminate  evolution  fi-om 
elementary  classrooms  is  part  of  a  na- 
tional trend.  In  Tennessee — where  the 
evolution  debate  pitted  Clarence  Dar- 


did  not  include  ci'eation  theoiy.  Wright 
and  his  wife,  Beth,  particularly  objected 
to  an  exercise  in  the  "Biith  of  Earth" 
chapter  that  asked  students  to  argue  for 
a  theoiy  on  the  origin  of  the  universe, 
but  did  not  list  creationism.  "We're  not 
fanatics,"  says  Beth  Wright,  "but  we  be- 
lieve in  creation.  If  creation  isn't  being 
taught,  then  nothing  should  be  taught." 

Officials  at  the  county  school  board 
say  such  a  solution  made  perfect  sense. 
Carol  A.  Mudd,  supervisor-  of  math  and 
science  curricula,  says  that  when  the 
county  chose  Changing  Eaiih,  evolution 
theory  "was  one  component  of  the  book 
that  was  really  above  the  fouith-gi-ade 
level"  and  was  a  concern  from  the  start. 
"Macmillan  says  tliis  is  a  build-your-own 
progi'am,  so  it  seemed  like  a  perfectly 
logical  thing  to  do"  to  ask  to  have  the 
chapter'  out.  Evolution,  she  says,  is  still 
taught  in  gr-ades  six  and  eight  and  in 


high  school.  And  Changing  Earth  dJ 
contain  refer^ences  to  evolution  in  otl| 
parts  of  the  book. 

Macmillan  says  it  tries  simply  to 
the  demands  of  school  districts,  as  loL 
as  there  is  scholarly  merit  to  what  tm) 
want.  "We  don't  dictate  curriculum,"  sa.  , 
Roger  R.  Rogalin,  senior  vice-preside: 
and  publisher  of  Macmillan/McGraw-Hr'ji 
School  Division.  Simon  &  Schuster  Ir,..  flUli 
the  parent  company  of  Silver-  Burdi^;.  ij^fsl 
&  Ginn  Inc.,  a  publisher  whose  book  l4 
to  Changing  Earth  in  Cobb  County,  sa'j ,  , 
it,  too,  offers  custom  publishing,  aiv'^** 
school  distr-icts  could  easily  cut  out  si-  • 
tions  on  evolution.  "It  probably  happe^g^flfSi 
and  we  don't  hear  about  it,"  says  a 
mon  &  Schuster  spokesman. 

Creationism  advocates  think  mov 
such  as  Cobb  County's  signal  a  w 
come  shift  in  the  education  field.  Sa 
Hugh  N.  Ross,  president  of  Reaso  llailCl 
to  Believe,  a  creationism  advoca 


"If  creation 
isn't  being 
taught,  then 
nothing 
should  be 
taught,"  says  I 
parent  in 
Cobb  County 


DARROW  DURING 
THE  1925  SCOPES 
MONKEY  TRIAL 


gr-oup:  "Ther-e's  a  shell  game  of  cr-eatic- 
ism  vs.  evolution.  Both  should  be  taugh' 

Scientists  say  that's  a  troubhng  idf 
and  they  criticize  pubUshers  for  goii 
along.  The  company's  "integrity  is  < 
the  hne,"  says  Eugenie  C.  Scott,  exec 
five  director  of  the  National  Center  f ■ 
Science  Education.  "If  they'r-e  going  • 
buckle  under  to  pressure  gr-oups,  the 
materials  won't  be  as  strong." 

To  most  science  teachers,  arguii: 
against  evolution  is  like  ar-guing  agaiii| 
the  theory  of  r-elativity.  "Evolution  isk 
scientific  explanation  for  the  facts  in  fum 
of  us,"  says  Gerald  V.  Wheeler,  executi}^ 
director  of  the  National  Science  Teache 
Assn.  "Creationism  is  a  faith.  Some 
ents,  because  of  their  faith,  are  dilut 
the  (juality  of  science  education  for 
children."  But  that's  an  unacceptat 
message  for  the  folks  in  Cobb  Countyjl 
By  David  Qreishig  in  Atlara 
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Goodyear  Finds  SAS'-Driven  Application  ! 
"Faster;  More  Accurate,  More  Cost  Effective'l 


Goodyear  Tire  &  Rubber  Company 
led  a  more  efficient,  cost-effective  way 
msport  tire  inveiitoiy  between  its  25 
houses.  The  SAS  System  of  software 
)roven  to  be  ttie  driving  force  behinct 
lyear's  solution. 

SAS  software  is  a  major  tool  used  by 
lyear  associates  in  a  variety  of  applica- 
says  Dn  W;dt  Fenske,  Transportation 
jcts  Coordinator  "We  often  recommend 
the  best  way  to  do  a  job.  " 

lalanced  Solution 

dp  transport  its  tires  more  efficiendy, 
lyear  developed  iui  Automated  Inventory 
ploymcnt  (AIR)  System,  which  minimizes 
)tal  cost  of  redistributing  inventoiy  from 
itocked  warehouses  to  those  where 
ly  is  running  low. 

Our  old  system,  which  used  jmother 
'are,  didn't  meet  our  decision  support 
s,"  says  John  Stephenson,  Director  of 
action  Supply-Tires. 
That's  when  we  turned  to  the  SAS  System, 
enske  adds.  "The  new  apphcation 


offers  a  variety  of  analyticid  tools — such 
as  luimeroiis  sorts  and  reports  to  better 
understand  the  solutions. " 

A  "Good  Year"  for 
Decision  Makers 

"This  new  system  has  allowed  us  to  save  an 
estimated  half  million  dollars  a  year  in  redis- 
tribution costs,"  Stephenson  says.  "We  have 
been  able  to  reduce  the  turnaround  time  for 
getting  tires  to  the  coirect  locations." 

Computer  Applications  Amdyst  Cal  Sabo 
says  that  "the  SAS-built  application... it's  faster, 
more  accurate,  and  more  cost  effective. 
And  it  took  six  months  to  develop  versus  ;ui 
estimated  year  to  rewrite  the  old  software." 

To  find  out  more  about  the  SAS  System, 
and  to  receive  a  free  Hxecutive  Summary, 
give  SAS  Institute  a  call.  Or,  send  us  E-maU 
at  bw@sas.sas.com 


SAS  Institute 


Phone  919.677.8200    F;i\  919.677.4444 

For  Dates  and  Locations  of  Free  SAS  Seminars, 
Visit  Us  on  the  Worid  Wide  Web 
at  http://www.sas.coni/ 

SAS  is  a  registered  Irademark  of  SiVS  Inslitule  Inc. 
Copyright  ©  l'W()  hy  SA.S  Institute  Inc. 


I'h'liireil  kit  to  rtv,ht: 
Cai  Sdho. 
Dr.  WallFemke 


SAS  Institute.  Software  for  Successful  Decision  Making. 
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POISONED 


IVY? 


Academe  is  closely  watching 
Minnesota's  attack  on  tenure 

University  of  Minnesota  physics  Pro- 
fessor Thoinas  Walsh  doesn't  fit  the 
mold  of  a  rabble-i"ouser.  For  his  13 
years  on  the  faculty,  the  55-year-old 
physicist  has  studied  particles  that  hold 
the  universe  together.  But  now  his  own 
univei'se  is  being  threatened,  and  Walsh 
is  fighting  back  by  trying  to  unionize 
fellow  faculty  members.  The  menace: 
a  proposal  bv  university 

administrators  to  weaken  D-WORD  BLUES 
tenure-i3rofessors'  guaran-        ^^^j  ^^^^  y^^, 
tee  01  liietime  employment 

and,  they  argue,  academic  downsizmg  COiiCepi 
freedom.  "Unionization  of  finally  reached  the 
the  faculty  is  a  last  resort,  |  'n)V6r.sitV  of 
but  it's  one  we're  prepared  "  " 

to  go  for,"  says  Walsh. 

So  much  for  the  ivory 
tower  This  Minneapolis/St. 
Paul  university  campus  has 
become  a  battleground  in  an  emerging- 
national  debate  over  what  may  be  the 
last  secure  job  in  America:  the  tenured 
professorship.  Some  Minnesota  state  leg- 
islators, regents,  and  administrators 
want  the  right  to  give  tenured  profes- 
sors performance  reviews,  reduce  their 
salaries,  or  let  them  go  if  their  depart- 
ments are  closed.  "We  need  a  clear-eyed 
view  of  whether  tenure  is  still  apjjro- 
priate,"  says  University  of  Minnesota 
Regent  Jean  Keffeler  Professors  such  as 
Walsh,  though,  woiry  about  losing  col- 
leagues to  cost-cutting.  They  also  be- 
lieve that  tenm-e  is  essential  to  academic 


Minnesota  but  so  ha.s 
a  i'eqiie.st  for  faculty 
Drodiiotivitv  st.ats 


NEXT  YEAR,  A  TEMP? 

Marvin  Marshak 
teaching  calculus 

freedom  because  it 
enables  academics  to 
pursue  unpojjular  I'e- 
search  topics  in  the 
face  of  potential  po- 
litical pressure. 

Academics  and 
university  officials 
across  the  country 
are  watching  Min- 
nesota closely.  Facul- 
ty senates  at  the 
University  of  Cali- 
fornia at  Berkeley 
and  Rutgei's  University  in  New  Jersey 
have  passed  motions  condemning  Min- 
nesota's action.  "Tenure  has  been  at- 
tacked before,  and  it's  survived,"  says  a 
spokeswoman  for  the  American  Asso- 
ciation of  University  Professors  (aaup) 
in  Washington,  D.C.  "But  this  is  a  seri- 
ous threat." 

The  move  against  tenure  is  being 
dinven  as  univei'sities  straggle  with  high 
costs.  In  1997,  a  new  Florida  State  Uni- 
versity campus  in  Fort  Myers  will  open 
with  no  tenure-track  positions.  And  two 
years  ago,  Vermont's  Bennington  Col- 
lege sacked  one-third  of  its  faculty  and 
abolished  tenure  altogether  in  a  radical 
cost-cutting  move. 

MAD  PROFESSOR.   Other  universities 
have  reduced  the  ranks  of  tenured  pro- 
fessors by  attrition.  As  professors  retire, 
their  posts  often  are  filled  with  part- 
timers  who  receive  no  ben- 
efits and  never  come  up  for 
tenure.  Some  47%  of  uni- 
versity faculty  now  are 
part-timers,  vs.  32%  in 
1980,  according  to  AAUP. 

By  contrast,  87%  of  the 
faculty  at  the  University  of 
Minnesota  is  tenured.  And 
that  concerns  Regent  Kef- 
feler, who  kicked  off  the 
debate  in  1995  by  asking 
for  jjroductivity  statistics  on  the  faculty. 
As  a  compromise,  the  university's  fac- 
ulty senate  has  proposed  a  revised 
tenure  code  that  includes  regular  per- 
foiTnance  reviews.  But  it  won't  budge  on 
layoffs  and  pay  cuts. 

If  regents  don't  agree  to  the  compro- 
.nise,  Walsh  e.xpects  to  see  a  dramatic 
pickup  in  support  for  a  faculty  union. 
Already,  he  has  500  of  the  1,000  sigTia- 
tui  '  cards  he  needs  to  call  for  a  union 
elec;ion.  If  that  happens,  resolving  the 
tenuie  debate  could  make  discovering 
the  origins  of  the  universe  look  easy. 

£.'//  Siisu)!  Chandler  in  Chicago 
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DETROIT'S 
SIX-YEAR  ITCH 

Will  the  UAW  agree  to  doubl 
the  length  of  its  contract? 

When  the  United  Auto  Work! 
open  Big  Three  contract  talksi 
June  10,  the  obvious  issues 
be  on  the  table:  wage  hikes,  job  seci 
ty,  and  more  money  for  pensioners, 
there  may  be  a  new  twist.  For  the 
time  since  1950,  the  UAW  might  chi 
tradition  and  agree  to  a  deal  thai 
longer  than  the  eustomaiy  three  yei 

CaiTnakers  have  long  sought  a 
tract  that  would  last  for  up  to  six  yei 
mostly  because  of  the  stabihty  it  wi 
provide.  The  union  historically  has 
manded  three-year  pacts  so  it  can 
better  terms  when  cannakers  pros; 
But  UAW  President  Stephen  P.  Yokic] 
muUing  whether  to  give  way  on  the  is| 
in  exchange  for  significant  concessi 
soui'ces  close  to  the  UAW  say.  A  Ion 
contract  also  would  fi'ee  Yokich  to  wi 
on  the  mergei-  of  the  UAW,  United  & 
workers  of  America,  and  Internatii 
Association  of  Machinists  scheduled 
2000.  "If  you  can  lock  in  benefits 
wage  gains  for  five  or  six  years,  t| 
might  be  something  Yokich  could  se 
the  members,"  says  University  of  Mii 
gan  labor  economist  Sean  P.  McAlim 

Auto  makers  want  a  lengthier 
tract  to  allow  more  predictable  lo: 
range  planning.  Many  local  plant  ai 
ments,  which  cover  work  rales  but 
wages  or  benefits,  ah-eady  last  five  yi 
or  more.  And  Detroit  certainly  could 
without  the  triennial  wi'estling  ma 
with  the  UAW.  "My  personal  opinioriii 
that  longer  is  better  than  shoiter,"  s; 
Ford  Chairman  Alexander  J.  Trotma 

The  key  question:  How  much  :4 
auto  makers  prepared  to  give  up  to  ^ 
a  long-tenn  deal?  Yokich  wants  key  pi* 
tections  against  outsourcing  to  outse 
parts  supplier's.  That  demand  will  ba 
tough  sell.  And  (JM  may  not  play  ball  it- 
all.  Despite  the  conciliatory  tone  M 
Chairman  John  F.  Smith  Jr.  took  >- 
ward  the  union  at  the  company's  annil 
meeting  on  May  24,  (;m  has  signad 
that  it  won't  follow  any  "pattern"  ci- 
tract  agreed  to  by  Chrysler  or  Ftd 
when  the  Big  Three  contracts  exp 
on  Sept.  14.  If  that's  the  case,  the  c»- 
tract's  length  may  be  the  least  of 
problems  this  bargaining  season. 

By  Bill  Vlasic  in  Det 
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(  languages,  multiple  networks,  an  endless  stream  of 
locuments  and  one  GP30F  to  manage  the  whole  operation. 
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GP30F  Digital  imaging  System. 

Your  office  may  function  with 
multiple  environments,  but  for  document 
management  to  run  at  peak  efficiency, 
it  needs  one  integrated  system: 
The  GP30F  Total  Document 
Management  System  from  Canon. 

The  GP30F  is  built  around  open 
industry  standards,  and  it  connects 
directly  to  numerous  network  environ- 
ments. So  no  matter  how  many  different 
environments  you're  working  with,  anyone 
on  any  network  can  pnnt,  fax,  scan  and 
copy  more  productively,  all 
through  the  same  digital  system.  ^asJ 

^  ^  ■>  NetWare 

The  GP30F  also  speaks  your  i%t°e"^ 
pnnting  language,  whether  you're  using 
PCL,  PostScript,  AFPDS,  SCS  or  all  of 
the  above. 

So  with  the  GP30F  you  don't  have  to 
change  your  whole  environment  to  make 
9^ M'"  y°'-"  document  pro- 
cessing  more  efficient. 
Adobe  PostScript  And  you  don't  have  to 
sacrifice  the  present  for  the  future.  The 
GP30F  will  integrate  seamlessly  with 
whatever  new  technology  you  employ. 

If  your  office  needs  an  integrated 
solution  to  document  management, 
the  GP30F  is  one  system 
that  can  manage  the  job 
perfectly.  For  more  informa- 
tion, call  1-800-OK-CANON  or  visit 
us  at  http://www.usa.canon.com  on 
the  Web. 

Canon 
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STRATEGIES 


CAUGHT  IN  THE  GLARE 
OF  THE  VALUJET  CRASH 

Airline  maintenance  contractor  SabreTech  comes  under  scrutiny 


M: 


I ay  11  started  out 
like  any  other  day 
at  bustling  Miami 
International  Airport, 
as  baggage-laden  carts 
wound  their  way  to- 
ward waiting  planes. 
But  one  thing  was  out 
of  the  ordinary.  Among 
the  cargo  that  made  its 
way  to  workers  ready- 
ing" ValuJet's  Flight  592 
to  Atlanta  were  a  num- 
ber of  outdated  canis- 
ters containing  oxygen 
generators.  The  gener- 
ators, which  had  been 
taken  off  three  used 
airplanes  being  readied 
for  ValuJet,  were  la- 
beled with  green  tags, 
indicating  they  had  ex- 
pired. They  were  also 
mistakenly  labeled  by 
a  SabreTech  employee 
as    "empty,"    says  a 


AGi 
C 


INSURED:  Lamoreux  (right),  in 
1U90  with  a  former  exec,  is  con- 
lawyer  for  SabreTech  fident  SabreTech  won't  he  hurt 
Inc.,  one  of  the  airline's 


maintenance  subcontractors. 

What  role  these  generators  may  have 
played  in  Flight  592's  crash  into  the 
Florida  Everglades  later  that  day  is 
still  unknown.  It  will  likely  be  months 
before  the  National  Transpoitation  Safe- 
ty Board  can  detemiine  if  the  presence 
of  the  oxygen  generators  contributed 
to  the  fire  that  ValuJet  Airlines  Inc. 
crew  members  alluded  to  on  the  jet's 
battered  cockpit  voice  recorder.  But  the 
finger-pointing  has  abniptly  tlmist  little- 
known  SabreTech  into  the  glare  of  pub- 
lic attention. 

A  week  after  the  crash,  ValuJet  re- 
leased  an   affidavit   signed   by  the 
employee  it  had  assigned  to  over- 
see the  SabreTech  work,  accusing 
SabreTech  of  ignoring  repeated  re- 
quests that  it  dispose  of  the  canis-  ■ 
ters  as  hazardous  waste  and  not  ■ 
ship  them  back  to  ValuJet.  Sabre- 
Tech says  that  on  May  11,  it  was 
simply  returning  ValaJet's  jjroper- 
ty  and  that  it  was  ValuJet's  deci- 
sion to  load  the  canisters  onto 
Flight  592.  Meanwhile,  the  Ti-ans- 
poitation  Dept.  has  halted  all  trans- 


port of  spent  canisters 
on  passenger  airlines. 
Business  at  SabreTech's 
"  Miami   facility  has 
the  company  has  been 


slowed,  and 
named  m  at  least  one  suit  by  a  family  of 
someone  who  died  on  Flight  592. 

In  response,  SabreTech  has  formed 
two  teams  to  deal  with  the  crisis — one 
in  Miami,  which  is  conducting  an  inter- 
nal investigation  and  is  in  daily  contact 
with  federal  investigators,  and  another 
at  parent  company  Sabreliner  Corp.'s 
headquarters  in  St.  Louis,  to  communi- 
cate with  staff  and  clients.  Says  F. 
Holmes  Lamoreux,  chairman  and  CEO 
of  Sabreliner:  "We're  doing  everything 
we  can  to  cooperate  with  the  [Federal 
Aviation  Administration]  and  the  [Na- 
tional Ti'ansportation  Safety  Board].  We 

ORDERING  OUT 

OUTSIDE  CONTRACTORS'  1995  SHARE  OF  AIRLINE  MAINTENANCE 


AIRFRAME  MAINTI 


ENGINE  OVERHAUL 


have  an  outstanding  safety  record 
work  hard  to  maintain." 

Even  before  the  ValuJet  disast 
SabreTech  was  battling  for  mar] 
share  in  the  aircraft-maintenance  m 
ket.  For  new  airlines,  outsourcing  ' 
them  avoid  investing  in  theu'  own  m; 
tenance  facilities,  and  for  establisi 
players,  nonunion  outside  shops  can  p 
vide  big  cost  savings.  As  a  result,  s; 

The  Canaan  Group 
Park  City  (Utah)  a\  [EHP 
tion  consultant,  to 
airline  maintenai 
grew  3%,  to  $21  bill 
worldwide,  in  1995 — 
the  percentage  of  mj 
tenance  performed 
third  parties  gr 
twice  as  fast,  reach 
$7  biUion  that  year. 

While  most  outs: 
companies'  safety  r 
ords  are  good,  adve: 
publicity  about  Sab 
Tech  is  already  taki 
a  toll.  ValuJet  Presidi 
Lewis  Jordan  has  s. 
he  is  reviewing 
company's  use  of  o 
side  vendors  because 
public  perception.  Tl 
may  also  sway  gove: 
ment  regulators.  "T 
FAA  got  caught  with  their  pants  dow 
says  Robert  Lawson,  a  manager 
PemCo  Aeroplex  Inc.,  a  SabreTech  co 
petitor.  "They  might  increase  th 
scrutiny  just  to  pacify  the  public."  IS 
FAA  says  outsourcing  by  air  carriers 
not  new  and  that  it  has  not  seen  a  s 
nificant  pickup  in  outsourcing. 

For  SabreTech,  the  impact 
ValuJet  crash  is  still  playing  out.  La 
oreux   bought   Sabreliner,  formal 
knowTi  as  DynAir,  just  10  months  a  lagy^ 
for  $12.5  million.  Already,  the  compa 
has  contributed  to  aggi'egate  pi'ofits  s 
is  expected  to  have  annual  revem 
this  fiscal  year  of  approximately  % 
million.  Satisfied  customers  such  f  \^ 
Western  Pacific  Aii'lines  Inc.,  which  Ui3  sia 
SabreTech's  Phoenix  facility  as  a  backD  * 
for  heavy  maintenance,  say  they  ha^^*f 
no  plans  to  abandon  the  compa;'.^* 
Neither  does  Lamoreux.  Confidt^t 
that  any  defense  or  judgmeiSi  -^^^ 
against  SabreTech  stemming  frd 
this  accident  will  be  covered  by 
London-based  syndicate  of  insv-i 
ers,  he  says  he  still  feels  SabreTal 
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was  a  good  investment.  But  th(3 
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►  BILLIONS  OF  DOLLARS 


DATA:  CANAAN  GROUP 


little  canisters  could  still  chans 
that  in  short  order. 

By  Nanette  ByrH 
in  Los  Ange^ 
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EMPLETON  GROWTH  FUND 

A  Global  Route  To  A  Well 
Diversified  Portfolio 


:umulative:  Total  returns' 

Average  Annual  Total  Returns' 

10-Year 

5-Year 

1-Year 

5-Year 

10-Year 

224.2% 

89.3% 

14.1% 

13.6% 

12.5% 

I  At  Templeton,  we  understand  that  temporary 
irice  fluctuations  often  may  result  more  from 
motions  and  short-term  speculation  than 
hanges  in  underlying  value,  especially  in  foreign 
aarkets.  We  have  developed  a  strategy  designed 
D  identify  genuine  value  to  help  hedge  against 
isk.  The  Templeton  Growth  Fund  seeks  to  offer: 

Potential  For  Long-term  Growth 

Global  Diversification 

Professional  Management 
I  Although  currency  fluctuations  and  political 
mcertainty  are  an  inevitable  part  of  foreign  invest- 
ng,  our  methods  can  help  reduce  risk.  Call  your 
nvestment  representative  or  Templeton  today. 

'erformancc  fiijurcs  shown  pertain  only  to  Class  I  shares  of  the  fund.  Class 
!  shares,  which  the  fund  began  offering  on  May  1 ,  1995,  are  subject  to  dif- 
Tent  fees  and  e.\penses,  which  will  affect  their  performance.  Please  see  the 
rospectus  for  information  regarding  Class  1  and  Class  II  shares, 
'umulctivc  total  returns  show  the  percent  change  in  value  of  an  investment  and 
^erage  onnual  total  returns  represent  the  overogc  annual  increase  in  value  of  an 
ivestment  over  the  indicated  periods,  ended  3/3  1/96.  All  calculations  include 
le  mavimum  5.75%  initial  sales  charge  and  assume  reinvestment  of  dividends 
nd  capital  gains  at  net  asset  value.  Investment  return  and  principal  value  will 
uctuate  with  market  conditions,  and  you  may  have  a  gain  or  loss  when  you  sell 
our  shares.  Prior  to  July  1,  1992,  fund  shares  were  offered  at  a  higher  sales 
harge.Thus,  actual  total  returns  to  purchasers  of  shares  during  that  period  would 
ave  been  somewhat  le^s  than  noted  above.  Past  performance  does  not  guarontec 
Jture  results. 

ranklin  Templeton  Distributors,  Inc. 


CALL  1 -800-342-FUND  EXT.  T205 


YES!  I  would  like  a  free  prospectus  containing  more  complete  information  on  the 
Templeton  Growth  Fund,  including  sales  charges  and  expenses.  I  will  read  it  carefully 
before  I  invest  or  send  money. 
□  I  am  currently  a  Templeton  shareholder 
Name 
.Addres 

City/State/Zip 


  700    Central  Avenue 

  St.  Petersburg,  FL  33701-3628 

A    Member    of   the    $141    Billion    Franklin    Templeton  Group 


Daytime  Phone 


News:  Analysis  &  Commentary 


THE  ENVIRONMENT 


NUCLEAR  WASTE 
WITH  NOWHERE  TO  GO 

One  company's  troubles  cast  doubt  on  national  policy 


It's  a  problem  that  could  drive  any 
self-i'especting  govemor  batty.  Since 
he  was  elected  in  1990,  California 
Governor  Pete  Wilson  has  been  trying 
to  build  the  Ward  Valley  nuclear  dump. 
Today,  five  years  after  the  waste  facility 
was  to  have  been  completed  on  a  pris- 
tine expanse  of  Mojave  Desert,  it  looks 
as  if  the  dump  may  never  get  dug. 

The  latest  problem:  The  company  li- 
censed to  build  the  dump,  American 
Ecology  Corp.  of  Boise,  Idaho,  seems 
to  be  in  deej)  financial  trouble.  Tlie  com- 
pany's annual  report,  filed  nearly  two 
months  late,  on  May  20,  shows  a  $49.8 
million  loss  on  $67.9  million  in  revenues 
for  1995.  The  report  also  includes  a 
warning  from  auditors  that  American 
Ecology's  problems  "raise  substantial 
doubt  about  the  company's  ability  to 
continue  as  a  going  conceni." 

American  Ecology  Vice-President 
Richard  F.  Paton  says  that  "bankiiiptcy 
is  highly  unlikely"  and  adds  that  "we 
are  confident  we  will  rebuild  the  com- 
pany to  its  full  strength  and  potential" 
after  digesting  two  accjuisitions.  But 
within  the  past  year,  according  to  the 
company's  June,  1995  quarterly  earn- 
ings report,  American  Ecology's  lender, 
Texas  Commerce  Bank,  "informed  the 
company  that . . .  [it]  was  in  default." 
American  Ecology  says  that  it  is  now 


in  compliance  with  the  bank's  terms. 

American  Ecology's  financial  woes 
cast  doubt  on  the  future  of  a  nation- 
wide policy  to  bmy  low-level  radioactive 
waste.  Cahfornia  has  been  trying  to  im- 
pleinent  a  1985  federal  law  I'equiring 
states  to  dispose  of  nuke  waste  tlirough 
11  multistate  pacts,  and  it  licensed 
American  Ecology  to  do  so.  If  the  com- 
pany fails,  state  officials  say  they  won't 
waste  another  decade  try- 
ing to  open  the  dump. 

Dump  supporte)"s  insist 
the  facility  is  essential  for 
California's  economic 
health  because  it  will  han- 
dle waste  for  key  indus- 
tries in  the  region.  Critics, 
though,  charge  that 
American  Ecology  isn't  ca- 
pable of  handling  the  everywhere  else 

waste.  "American  Ecolo- 
gy's record  is  horrible,"  says  Senator 
Barbara  Boxer  (D-Calif.). 
SUPERFUND  WOES.  Indeed,  the  compa- 
ny has  long  been  dogged  with  prob- 
lems. In  Kentucky,  American  Ecology's 
Maxey  Flats  dump  was  put  on  the  En- 
vironmental Protection  Agency's  Super- 
fund  list  in  1986.  Illinois  filed  a  suit 
against  the  company  in  1978,  seeking 
$97  million  in  damages  after  radioactiv- 
ity polluted  a  lake  near  American  Ecol- 


EVERYONE  IS  WATCHING 

If  American  Ecology, 
California's  dump 
builder,  goes  broke, 
burying  waste  will 
be  a  very  hard  sell 


MOJAVE  PROTEST:  Ground  has 
yet  to  be  broken  at  Ward  Vallej 

ogy's  Sheffield  dump.  More  ii 
cently,  in  October,  1995,  U.  S.  Gf 
logical  Sm-vey  (USGS)  data  surfaq 
showing  that  radioactive  waste 
long  been  leaking  from  the  coj 
pany's  site  in  Beatty,  Nev. 

American  Ecology  says 
Beatty  leakage  occurred  wti 
workers  improperly  dumped  liq^j 
wastes  in  the  facility,  and  tl 
were  immediately  dismissed, 
ton  says  the  Maxey  Flats  di 
w  as  listed  after  American  Ecolo 
was  taken  off  the  project.  As 
Sheffield,  Paton  says  Ameri 
Ecology  paid  an  $8  million  fine 
is  cleaning  up  the  problems. 

Still,  the  USGS  findings  coul 
have  come  at  a  worse  mome: 
Critics  now  worry  that  the  compan 
cuiTent  plan  to  dig  unlined  trenches 
Ward  Valley  could  result  in  contamii 
tion  of  the  nearby  Colorado  Ri 
American  Ecology  insists  the  desi 
safe  because  the  waste  would  be  plai 
in  sealed  containers  before  burial. 
PRESIDENTIAL  POLITICS?  Now,  the  n 
project,  which  was  to  generate  $50 
lion  in  annual  cash  flow,  is  being  b 
up  for  further  review  by  the  U.  S. 
terior  Dept.,  which  must  give  title 
the  land  to  California  before  constnl 
tion  can  begin.  And  Washington  seej 
skeptical.  The  company  is  "using  191 
technology  for  a  facility  that  will  h 
to  operate  well  into  the  21st  centu: 
says  Deputy  Interior  Secretary  J 
R.  Garamendi.  Paton  calls  Garamem 
statement  "inflammatory."  He  says 
company's  earlier  problems  stem 
from  unclear  regulati 
requirements  in  an  infi 
industry.  Moreover, 
contends  that  Presidi 
Clinton  is  holding  up 
land  transfer  in  a  ployj 
secure  campaign  supp't 
in  California. 

The  company's  bo^i 
has  brought  in  new  m; 
agement,  headed  by  CI 
Executive  Jack  K.  Le 
ley,  the  former  construction  chf 
on  the  Eurotunnel  under  the  Engli 
Channel.  Still,  that  may  not  be  enoui. 
The  company  has  yet  to  reschede 
its  canceled  May  22  annual  meeti:;. 
And  its  shares  have  fallen  from  a  h|i 
of  18  in  1992  to  I'A  on  May  29.  At  t!s 
rate,  American  Ecology  may  not  '6 
around  long  enough  to  prove  its  crills 
wrong. 

By  Eric  Schine  in  Los  AngdS 


Seven  of  the 
world's  ten  largest 
open  data  warehouses 
run  on  Sequent  systems, 
vidently,  our  customers  think 
we  knew  what  we're  dning. 
bid  their  competitinn  is  dying 
tn  knnw  what  It  is. 


If  you'd  like  to  know  what  we  can  do  for  you,  give  us  a  call  today  at 
1-800-257-9044,  check  out  our  web  site  at  http://www.sequent.com. 


f>'^,Open  Systems  That  Work 
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RUPERT:  WIRED 
FOR  CABLE  NEWS? 

IN  THE  RACE  TO  ESTABLISH  A 

rival  to  Turner  Broadcast- 
ing's Cable  News  Network, 
News  Corp.  Chairman  Pai- 
pert  Murdoch  is  displaying 
both  bluster  and  caginess. 
First,  he  announced  that 
News  Corp.  would  pay  cable 
operators  about  $10  a  sub- 
scriber if  they  carried  his 
Fox  all-news  channel,  sched- 
uled to  premiere  this  fall. 
That  contributed  to  abc's 
May  23  decision  to  scuttle 
plans  for  its  own  24-hour  ca- 
ble-news channel.  Now, 
though,  it  looks  as  though 
Murdoch  won't  have  to  pay 
as  much  as  he  offered  to  line 
up  subscribers.  News  Corp. 
is  rumored  to  be  in  talks 
with  Tele-Communications  in 
a  deal  that  would  give  tci  a 
stake  in  the  Fox  channel  in 
exchange  for  carrying  Fox's 
news  channel  on  TCl's  sys- 
tems, which  reach  13.5  mil- 


CLOSING  BELL 


WHOOSH! 


Latest  to  ride  the  biotech  roll- 
er-coaster: Gilead  Sciences.  On 
May  20,  it  announced  promis- 
ing results  for  PMPA,  a  drug 
that  combats  an  HIV-like  virus 
in  monkeys.  Shares  soared 
from  33  to  39.  Four  days  later, 
disappointment  at  early  find- 
ings on  a  genital  herpes  drug 
drove  the  stock  to  3M  on  May 
28.  Montgomery  Securities' 
Mark  Simon  says  the  market 
overreacted  both  times,  and 
Gilead's  outlook  is  hopeful. 
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lion  subscribers.  News  Corp. 
declined  to  comment.  A  tci 
spokesman  confirmed  that 
the  companies  were  talking 
but  declined  to  confirm 
whether  tci  was  considei'ing 
taking  an  equity  stake. 


ANTHEM:  HAPPY 
WITH  THE  BLUES 

FOR    FIVE    DECADES,  THE 

living  was  good  for  Blue 
Cross/Blue  Shield  plans. 
Then,  managed  care  arrived. 
Not  so  good.  Finally,  the 
Blues  "recognized  that  posi- 
tion and  brand  are  ephemer- 
al if  all  they  do  is  stand 
there  and  go  it  alone,"  says 
Merrill  Lynch  analyst  Margo 
Vignola.  Hence  the  advent  of 
nationwide  consolidation — 
and  the  acquisition, 
announced  May  29,  of  Blue 
Cross  &  Blue  Shield  of  New 
Jersey  by  Anthem,  a  giant 
Indianapolis-based  health 
insurer.  Anthem  will  give 
the  New  Jersey  company 
capital  and  back-office 
economies.  And  Anthem  gets 
entree  to  East  Coast 
customers. 


MILKEN  ISN'T 
A  FREE  MAN  YET 

NOT  SO  FAST  THE  FEDERAL 

government  isn't  quite  ready 
to  loosen  its  grip  on  for- 
mer junk-bond  mastermind 
Michael  Milken.  On  May  28, 
Federal  Judge  Kimba  Wood 
extended  Milken's  probation, 
schedulefl  to  expire  on  May 
31,  for  60  days  while  the  Se- 
curities &  Exchange  Com- 
mission determines  whether 
he  violated  a  consent  decree 
that  bars  him  from  "associa- 
tion with  any  broker,  dealer, 
investment  adviser,  invest- 
ment company,  or  municipal 
securities  dealer."  In  1995, 
Milken's  role  as  a  consultant 
foi'  the  likes  of  Ted  Turner 
and  Rupert  Murdoch  caught 
the  SEc's  eye.  Milken's 
lawyer  says  he  expects  the 
court  to  find  no  violation. 


HEADLiNER:  JERRY  JUNKINS 


TEXAS  TRAVELER 


Jerry  Junkins  died  with  his 
boots  on.  Junkins,  58,  the 
small  town  Iowa  boy  who 
rose  to  become  CEO  of  the 
Lone  Star  State's  Texas  In- 
struments, one  of  the 
world's  top  chipmakers, 
died  May  29  of  a 
heart  attack 
while  en  route 
to  a  business 
meeting  in  . 
Germany.  ' 
Junkins  joined 
Ti  in  1959  as  an 
electrical  engineer 
and  moved  rapidly 
through  manufacturing  and 
management  positions.  He 
took  over  the  reins  while  ti 
was  strugghng  in  1985  and 
revitalized  the  memory-chip 
business  that  today  deliv- 
ers the  bulk  of  Ti's  profits. 
As  Ti's  financial  turn- 


around took  hold,  Junkins 
became  a  well-traveled  ad- 
vocate of  global  trade.  He 
was  one  of  Big  Business' 
leading  advocates  for  the 
North  American  Free 
Trade  Agreement  and  lal 
er  lobbied  to  win 
business  and  con- 
gressional sup- 
poil  for  the 
General  Agree- 
ment on  Tariffs 
&  Trade,  which 
helped  set  new 
rules  for  global  fi- 
nancial markets.  In 
1993,  he  created  an  office 
of  the  chief  executive,  nan 
ing  executives  William 
Mitchell  and  Pat  Weber  as 
vice-chairmen.  For  now, 
the  two  will  ran  day-to-da 
operations. 

By  Gary  McWillian, 


CHAPTER  CLOSED 
IN  ORANGE  COUNTY 

ORANGE  COUNTY  IS  FINALLY 

exiting  its  18-month  bank- 
raptcy.  On  May  28,  the  Cali- 
fornia county's  five  supervi- 
sors appi'oved  a  plan  to  issue 
up  to  $1  billion  in  securities  to 
cover  old  debts.  The  county 
will  have  to  pay  $30  million 
to  insurer  mbia  to  get  backing 
for  the  bonds,  but  the  offeiing 
could  bring  Orange  County 
out  of  Chapter  9  by  June  11. 
Life  in  the  county,  one  of  the 
nation's  wealtltiest,  won't  re- 
turn to  pre-bankraptcy  quali- 
ty, though.  Funding  for  bond 
repayment  will  come  from 
money  earmarked  foi"  roads, 
parks,  and  other  services. 

MICKEY  BAND 
MICKEY:  REUNITED 

YOU  MAY  NOT  SEE  THE  LITTLE 

Mermaid  Happy  Meals  right 
away.  But  the  May  23  deal 


between  Walt  Disney  and  I 
Donald's  links  two  of  Am( 
ca's  biggest  names  in  a  flu 
of  cross-promotional  deals.  1 
10-yeai'  pact  ties  Happy  Mi 
and  other  McDonald's  pr< 
ucts  with  a  stream  of  upcc 
ing  Disney  films,  such 
1997's  Hercules  and  a  plani 
I'eissue  of  The  Little  Mermc 
But  can  the  two  compan 
get  along?  A  five-year  d 
ended  in  1991  when  the  bu 
er  chain  launched  a  price-c 
ting  program  that  left  1 
cash  for  promoting  movies 

ETCETERA... 


■  Lucent  Technologies  wo 
$300  million  digital  ph( 
order  from  at&t. 

■  Donna  Karan's  initial  p 
He  offering  will  be  priced 
the  mid-20s  per  share. 
B  Pittsburgh  dealman  Mich, 
Carlow  pled  guilty  to  bilk 
PNC  Bank  of  $31  million. 

■  Serial  killer  Jeffrey  D 
mer's  belongings  will  not 
auctioned  after  all. 
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Protection 


What  are  your 
chances  of  losing 
everything  on 
your  computer? 

Has  your  screen  ever  frozen? 

Have  you  ever  lost  a  file? 

Does  your  screen 
blink  for  no  reason? 

Have  you  ever  had  an 
application  quit  unexpectedly? 

Have  you  ever  been  unable  to 
open  a  file? 

Have  you  ever  been  unable  to 
save  a  file? 

Have  you  ever  been  unable  to 
find  a  file? 

Have  you  ever  had  a  printing 
problem? 

Have  you  ever  gotten 

an  unintelligible  error  message? 

Has  any  of  this  ever  happened 
at  the  worst  possible  moment? 

Chances  are  good. 


Any  time  something  out  of  the  ordinary 
occurs  on  your  computer,  it  could  be 
a  sign  It's  being  pushed  to  its  limits. 
Every  time  you  add  new  software  and 
files,  you're  eating  up  disk  space.  The 
more  you  add,  the  more  you'll  see 
annoying  glitches,  and  the  more  your 
documents  will  be  at  risk  from  crashes. 
Fortunately,  Norton  Utilities'^  reduces 
that  risk  dramatically  Critical  to  your 
computer's  well-being,  it  automatically 
protects  your  whole  system, 
manages  valuable  disk  space, 
IH    and  even  recovers  lost  files 
Fcomiiuiii|  after  a  crash.  Installed  in 
minutes,  Norton  Utilities  maintains  a 
constant  vigil,  automatically  correcting 
problems  before  they  affect  you.  And 
preventing  your  precious  information 
from  disappearing  in  a  blink  of  a  screen. 


MacUser 


Norton  Utilities  ^ 
Norton  Utilities  is  absolutely 
critical.  It  automatically  finds 
and  corrects  problems  while 
protecting  your  whole  system. 
It  will  even  manage 
valuable  disk  space 
and  track  down  lost  files 
if  your  system  crashes. 
To  purchase,  visit  your  local  software 
reseller  or  call  1-800-822-6417  ext.  9NA3. 
For  more  information,  visit  us  on  the 
Web  at  www.symantec.com.  Available 
for  Windows  and  Macintosh  platforms. 

Protect  yourself. 
Protect  your  friends. 


NORTON 

ummEs 


SYMANTEC. 


® 


•n  Utilities  is  a  registered  trademark  of  Symantec  Corporation  All  other  brand  names  or  trademarks  are  property  of  their  respective  owners 
6  Symantec  Corporation.  All  rights  reserved.  In  Canada,  call  1-800-365-8641,  In  Australia,  call  2-879-6577.  In  Europe,  call  31-71-3531 11. 
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HY  DOLE  WONT  PLAY 

WE  WHITEWATER  CARD-YET 


1st  minutes  after  a  federal  juiy  in  Little  Rock  handed 
lown  convictions  on  May  28  in  the  first  Whitewater  tiial, 
Bob  Dole's  operatives  put  out  the  word  to  Republican 
doctors:  Lay  low.  That  may  seem  like  odd  advice  from  a 
idential  candidate  eager  for  any  scrap  of  good  news, 
when  Republicans  bite  their  tongues,  Democrats  had 
iv  watch  out. 

le  GOP  has  no  intention  of  ignoring  the  biggest  political 
k  to  come  its  way  all  year.  It's  just  a  matter  of  timing. 

partisans  have  decided  to  hammer  Clinton  with  the 
racter  issue" — but  closer  to  Election  Dn\'.  "Tf  you  use  the 
!  too  early,  people  get  sick  of  it," 
a  GOP  operative.  For  now,  Republi- 
are  counting  on  the  media  to  keep 
;ewater  before  the  public.  "The  vei'- 

speak  for  themselves,"  notes  the 
lly  loquacious  Republican  National 
mittee  Chairman  Haley  Barbour 
deed,  the  24  guilty  verdicts  in  a  loan 
1  case  against  Clinton's  former  busi- 
partners  and  successor  as  governor 
1  change  the  campaign's  dynamics, 
jurj-'s  decision  reenergizes  a  dispirit- 
ole  campaign  that  was  agonizing  over 
pects  of  a  Clinton  blowout.  At  the 
!  timie,  the  verdicts  mark  a  triumph  for  Wliitewater  inde- 
ent  counsel  Kemieth  W.  Stan;  who  has  new  momentum  to 
lie  the  Washington  phase  of  an  investigation  that's  lapping 

closer  to  the  fi-ont  door  of  the  White  House. 
1  Capitol  Hill,  where  Whitewater  hearings  were  in  danger 
rning  into  political  show  trials.  Senator  Alfonse  M.  D'Am- 
[R-N.  Y.)  and  his  pals  on  the  Senate  Wliitewater  Com- 
ie  can  claim  new  crechbility.  Says  gop  consultant  Kathleen 
everin:  "A  conviction  takes  the  sting  out  of  the  charge 
they  are  politically  motivated."  D'Ainato  is  wi-apping  up 
)robe  into  Bill  and  Hillary  Clinton's  Arkansas  business 
ngs  and  a  possible  coveruj).  The  panel  is  likely  to  issue  a 


CAPITAL  WRAPUP 


CLINTON:  Mai/  be  back  on  the  sta)id 


summertime  report  highly  critical  of  'WTiite  House  conduct. 

For  Clinton,  the  convictions  mean  an  annoying  distrac- 
tion from  the  agenda  he  wants  to  emphasize — his  support  foi' 
education,  the  environment,  and  Medicare.  "Instead  of  talking 
about  real  issues,  a  lot  of  us  are  doing  interviews  and  talk 
shows  on  Whitewater,"  groans  Democratic  strategist  Lynn 
Cutler.  "We  would  prefei-  to  talk  about  something  positive  and 
relevant." 

DAMAGE  CONTROL  Now,  the  Clintonites  ai-e  scrambling  to  dis- 
tance the  President  and  First  Lady  from  the  convictions  of 
Arkansas  Governor  Jim  Guy  Tucker  and  Clinton's  former 
partners  in  the  Whitewater  land  deal, 
.Tames  and  Susan  McDougal.  White 
House  aides  note  that  the  Clintons  were 
not  accused  of  any  wi'ongdoing.  And 
Democratic  strategists  emphasize  that 
several  jurors  found  the  President's 
videotaped  testimony  credible  but  based 
their  verdicts  on  damning  documents. 

The  White  House  won't  be  able  to 
wish  Whitewater  away.  In  the  next 
month,  Starr  will  start  a  new  trial 
against  two  Ai'kansas  bankers  accused 
of  financial  irregularities  in  connection 
with  Clinton's  1990  gubernatorial  race. 
Once  again,  the  defense  is  likely  to  call  Clinton  as  a  witness. 
Meanwhile,  Starr  is  still  pursuing  the  Wliitewater  land  deal, 
events  siu'rounding  the  death  of  fomier  Wliite  House  counsel 
Vincent  Foster,  the  scandal  in  the  Wliite  House  travel  office, 
and  possible  criminal  attempts  to  obsti-uct  his  inquiry. 

So  far,  the  Little  Rock  convictions  aren't  hkely  to  set  off  a 
flood  of  public  outrage  against  Clinton.  "It'll  help  tighten 
the  race,  but  it  won't  tip  the  balance,"  says  one  gop  strategist. 
But  at  the  least,  the  drip,  drip,  drip  of  Whitewater  embar- 
rassment is  sure  to  dampen  the  euphoria  at  Clinton  head- 
quarters— and  end  the  drought  of  good  news  foi-  Bob  Dole. 

Bij  Richard  S.  Dimluuii  and  Susan  B.  Garland 


E  COST  OF  MENTAL  HEALTH       FIRST,  THE  BAD  NEWS 


business  groups  gripe  that  a  Senate 
ilth-insurance  reform  bill  i-equiring 
!  same  coverage  for  mental  illness 
for  physical  ailments  would  hike 
?miums.  Now  the  Congressional 
dget  Office  says  the  plan  would 
ell  the  deficit,  too:  Higher  premiums 
an  smaller  wage  increases,  costing 
i  Ti-easury  $9.3  billion  through  2002. 
tending  mental-health  parity  to 
idicaid  and  Medicare,  as  some  law- 
,kers  want,  the  CBO  adds,  would  hike 
leral  spending  by  .$115  billion. 


►  Why  do  most  people  think  the  econo- 
my is  weaker  than  government  statis- 
tics show?  Politicians  and  pundits 
attribute  the  perception  gap  to  worker 
insecurity  about  the  future.  But  a  new 
Harris  Poll  blames  the  media.  Three  of 
four  adults  surveyed  by  Harris  say  the 
media  dwell  on  bad  news  about  jobs, 
the  economy,  and  companies.  Harris 
speculates  that's  why  only  a  third  of 
the  public  is  aware  that  the  economy  is 
expanding  and  employment  is  growing 
by  2  million  jobs  a  year. 


DERIVATIVES  DEPARTURE 

►  The  government's  top  banking 
derivatives  guru,  former  J.  P.  Morgan 
&  Co.  banker  Douglas  E.  Harris,  is 
leaving  the  Office  of  the  Comptroller 
of  the  Currency  on  June  21.  Harris, 
who  has  been  in  the  Ti'easury  Dept. 
job  since  1993,  is  returning  to  Wall 
Street  but  won't  disclose  his  plans. 
Insiders  say  Comptroller  Eugene  A. 
Ludwig,  who  relied  heavily  on  Har- 
ris' expertise  in  the  field  of  deriva- 
tives, will  try  to  tap  another  Wall 
Streeter  for  the  post. 
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International  Business 


FOREIGN  POLICY 


WHAT  DOLE'S  FOREIGN 
POLICY  WOULD  LOOK  LIKE 

A  tougher  military  posture,  a  tilt  toward  China,  stability  for  business 


When  Bob  Dole  delivered  the 
first  major  foreign  policy 
speech  of  his  Presidential  cam- 
paign, he  showed  both  the  per- 
ils and  promise  of  his  global  approach. 
Behind  the  scenes,  his  advisers  were 
sciuabbling  over  his  Asia  pohcy.  Should 
he  call  for  stem  conditions  on  U.  S.-Chi- 
na  trade?  How  specific  should  he  be  in 
defining  U.  S.-Asia  relations? 

In  the  end,  when  he  addressed  a 
packed  audience  at  Washington's  Center 
for  Strategic  &  International 
Studies  last  month.  Dole  failed  to 
issue  a  compelling  new  vision  of 
how  to  deal  with  China  and  the 
post-cold-war  world.  In.stead,  he 
fell  back  on  a  core  of  long-held 
beliefs.  The  free-trade  Kansan 
backed  unconditional  extension  of 
most-favored-nation  trading  sta- 
tus for  China.  A  defense  hawk, 
he  supported  antimissile  defens- 
es for  South  Korea,  Japan,  and 
Taiwan.  And  as  an  old-school  anti- 
Communist,  he  blasted  President 
Clinton  for  "appeasing"  North  Ko- 
rea by  cutting  a  bilateral  deal 
with  Pyongyang  on  nuclear  arms. 
"STEADY  AND  STRONG."  Indeed, 
consistency  would  be  the  hallmark 
of  a  President  Dole's  foreign  poli- 
cy. The  goal:  reducing  the  temp- 
tation for  testing  Washington  that 
experts  say  President  Clinton's 
reversals  invite.  The  result  would 
be  "a  more  stable  world  order," 
says  Joshua  S.  Goldstein,  a  pro- 
fessor of  international  politics  at 
American  University.  That,  he 
adds,  would  i)rovi(le  "better  con- 
ditions for  American  business  and 
American  interests  in  genei'al." 

Dole's  game  plan  has  been  de- 
vised by  200  or  so  gop  foreign 
policy  stalwarts,  including  former 
U.  N.  Ambassador  Jeane  J.  Kirk- 
patrick  and  former  National  Se- 
curity Adviser  Brent  Scowcroft. 
Their  long  track  record  suggests 
the  approach  this  team  would 
take.  When  intervening  abroad. 


they  would  use  ovemhelming  force,  not 
Clinton's  incrementalism.  They  would 
lead  broad  coalitions,  with  lubber-stamp 
approval  from  the  U.  N.,  rather  than 
letting  the  U.  N.  control  troops. 

In  the  political  campaign,  they  will  use 
these  contrasts  to  try  to  cast  doubt  on 
Clinton's  character  and  leadership  ability. 
"Dole  is  seen  as  steady  and  strong,"  says 
Robert  B.  Zoellick,  a  Dole  adviser  and 
top  Bush  Administration  State  Dept. 
aide,  while  Clinton's  policy  demonstrates 


DOLE  S  TRIED  AND  TRUE  TEAM 


BOB  ZOELLICK 

Key  strategic  thinker 
under  Bush,  acMsing  on 
Asia  and  security 


JEANE  KlRKl^ATRICK 
Reagan's  U.N.  ambas- 
sador, may  be  tapped  for 

Secretaiy  of  State 


BRENT  SCOWOROFT 

One  of  Dole's  "wise 
men,"  former  National 
Security  Adviser 


ROBERT  LIGHTHIZER 

Economic  nationalist 
from  Senate  staff,  favors 
using  sanctions 
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ikness,  indecision,  and  flip-flops." 
ole  declares  that  there  are  "vast 
fundamental"  diffei'ences  between 
trategy  and  Clinton's.  For  instance, 
challenger  wants  to  mandate  now 
oyment  in  2003  of  a  scaled-down 
Wars  even  if  it  violates  the  Anti- 
stic  Missile  Treaty  and  Moscow  ob- 
.  This  defensive  shield  is  intended 
•otect  America  against  a  handful  of 
ning  missiles.  Dole  also  backs  rapid 
nsion  of  nato,  an  issue  that  could 
e  up  in  the  campaign  if  the  Com- 
Linists  win  the  Russian  election.  Yet 
linton  also  wants  deployment  of  a 
nissile  defense  in  2003;  the  two  can- 
didates differ  over  when  to  make 
.    the  decision.  And  Clinton  favors 

speedy  nato  expansion. 
Wjk      The  biggest  shift  under  a 
Dole  Administration  might  be 

global  peacekeeping.   

With  an  increasingly  BIG  STICK 


Dole  would  resist  the 
temptation  for  entanglements 
in  peripheral  countries  such  as 
Somalia  and  Haiti-what  one 
wag  calls  Clinton's  "instinct  for 
the  capillaries" 


In  foreign 

popuhst  GOP,  Dole  op-  actions.  Dole  would 
posed  sending  U.S.  favor  massive  force 
troops  to  Bosnia.  Un-  over  incrementalism 
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STAR  WARS 


nandate  immediate- 
ploy  a  missile- 
system  by  2003 
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ANSION 


Wants  to  speed  up  ties 
between  the  West  and 
Central  Europe 


Would  sell  sophisticated 
weapons  to  Taiwan  to 
protect  it  against  Chinese 
aggression 


Would  include  South  Korea 
in  any  negotiations  with 
North  Korea;  would  stress 
security  issues  more  than 
trade  with  Japan 
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like  Clinton.  Dole  would  try  to  avoid 
helping  the  oppressed  in  peripheral 
counti'ies  such  as  Somalia  and  Haiti, 
what  one  wag  calls  the  Wliite  House's 
"instinct  for  the  capillaries"  instead  of 
the  jugular. 

But  Dole  might  have  trouble  avoid- 

  ing  such  entanglements. 

Like  his  <;op  predeces- 
sors, who  intervened  in 
Grenada  and  Somalia, 
Dole  may  have  to  en- 
ter small  conflicts  that 
get  global  coverage  on 
CNN  if  he  wants  to 
show  America  standing 
tall.  "You  end  up  not 
being  a  leader  if  you 
don't  do  something," 
says  Chester  A.  Crock- 
er, a  foiTner  State  Dept. 
official. 

Still,  a  Dole  Adminis- 
tration would  put  con- 
sistent emphasis  on  tra- 
ditional allies  in  Eur-ope, 
and  on  strategic  ap- 
proaches for  dealing 
with  Russia  and  Chi- 
na— the  critical  geopolit- 
ical concerns  in  the  21st 
century.  Dole  advisers, 
who  are  pessimistic 
about  Russia,  insist  they 
would  avoid  the  Clin- 
tonites'  lovefest  with 
President  Boris  Yeltsin. 
"You  judge  a  nation  by 
its  behavior,  not  the  per- 
sonality of  its  leaders," 
says  Senator  John  Mc- 
Cain (R-Ariz.),  a  Dole 
confidant  and  adviser.  If 
Russia  tries  to  block 
NATO  expansion,  for  in- 
stance, a  Dole  Adminis- 
tration might  bar  Russ- 
ian participation  in  the 
Bosnia  contact  group 
and  meetings  of  the 
Group  of  Seven  indus- 
trialized nations. 


The  key  to  China,  Dole 
aides  say,  is  to  empha- 
size shared  interests: 
China  needs  close  ties  to 
its  largest  export  market 
and  fears  both  Japan  to 
the  east  and  Islamic  in- 
fluences to  the  West.  "A 
sense  of  strategic  inter- 
est is  a  solvent"  and 
could  prompt  concessions 
on  human  rights  and 
trade,  says  Dole  adviser 
Peter  Rodman,  a  Nixon 
Peace  &  Freedom  Center  national  se- 
curity expert. 

The  Clinton  Administration  has  slow- 
ly edged  toward  similar  approaches  to 
Russia  and  China.  On  topics  such  as 
MFN  for  China  and  the  North  American 
Free  Trade  Agi'eement,  Dole  and  Chn- 
ton  largely  agi-ee.  In  the  Middle  East, 
where  the  peace  process  has  been  com- 
picated  by  Israeli  politics.  Dole  would 
take  a  tougher  stance  toward  Syrian 
Pi"esident  Hafez  Al-Assad.  Wliether  Dole 
could  produce  a  better-oiled  foreign-pol- 
icy machine  depends  on  whether  he  can 
impose  a  chain  of  command  that  con- 
tains the  differences  among  his  aides. 

Take  trade.  Influential  aide  Robert 
E.  Lighthizer  is  an  economic  nationalist 
who  would  use  antidumping  sanctions 
and  other  clubs  against  countries  with 
closed  markets.  But  Zoellick  would  put 
geopolitical  concerns  above  economic  is- 
sues. He  has  blasted  the  Clinton  Ad- 
ministration for  jeoparding  strategic  ties 
with  Japan  by  bashing  Tokyo  on  trade. 
TROUBLE-FREE?  Some  foreign  officials  al- 
ready are  casting  theii-  lot  with  the  dev- 
il they  know.  "Second-term  presidents 
don't  cause  a  lot  of  trouble  because  they 
want  to  end  up  in  the  histoiy  books," 
says  a  trade  negotiator  with  the  Japanese 
Foreign  Affaii-s  Ministiy.  Tokyo  also  may 
prefer  Clinton  because,  as  one  Democra- 
tic congi-essional  aide  puts  it,  he  tiuns  the 
Teddy  Roosevelt  axiom  on  its  head:  "He 
talks  loudly  and  canies  a  wet  noodle." 

As  the  campaign  gains  momentum, 
CHnton  is  sure  to  boast  about  his  suc- 
cesses in  Bosnia,  the  Middle  East,  and 
the  Japan  trade  front.  But  if  another 
crisis  erupts  during  the  campaign,  no 
one  knows  if  Clinton  the  waffler  or  CUn- 
ton  the  winner  will  be  on  display.  That 
could  be  an  opportunity  for  Dole.  If  he 
can  exploit  it,  the  Republican  foreign- 
policy  warriors  who  claim  that  they  won 
the  cold  war  will  start  gearing  up  for 
their  next  mission. 

By  Stan  Crock  in  Washington,  with 
Bill  Javetski  in  Paris,  Brian  Bremner 
in  Tokyo,  and  Mark  L.  Clifford  in  Hong 
Kong 
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An  AS/400®  Advanced  Series  Solution 


Behind 
Jason  Wallace  s  success 
in  expanding 

Pacific  Brokerage 


AS/400  turned  what's 
cyber-entertainment  to  most 
people  into  a  profitable 
increase  in  new  accounts. 


id  the  power  to  serve  new  customers 
they've  never  actually  seen. 
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running  out  of  storai^e  space.  ' 

lo  find  out  more  ahoul  lunr  AS/  1(H) 
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RUSSIA 


HOW  MUCH  WOULD 

A  YELTSIN  VICTORY  COST? 

He's  spending  big  to  win  the  election.  Probably  too  big 


Coal  miners  in  the  Arctic  city  of 
Vorkuta  are  mad  at  Russian  Presi- 
dent Boris  Yeltsin.  Tlieir  early  sup- 
port was  ci-ucial  to  his  presidential  vic- 
tory in  1991.  But  the  miners,  who 
haven't  received  any  wages  from  the 
cash-strapped  government  since  Febini- 
ary,  now  feel  betrayed,  and  many  plan 
to  vote  Communist  in  the  coming  elec- 
tion. So  in  a  recent  campaign  swing 
through  Vorkuta,  Yeltsin  tried  to  buy 
back  their  support.  Meeting  with  minei's 
at  the  bottom  of  a  shaft  on  May  25,  he 
promised  to  send  .$26  million  worth  of 
back  pay  to  the  Vorkuta  region. 

Vorkuta  is  just  a  small  part  of 
Yeltsin's  nibles-for-votes  campaign.  Fac- 
ing a  tough  battle  for  reelection  against 
Communist  Gennady  Zyuganov,  the  in- 
cumbent is  on  a  spending  binge.  Since 
February,  the  government  has  handed 
over  some  $1.6  billion  to  cover  work- 
ers' back  wages,  and  now 
Yeltsin  has  promised  mil- 
lions more  to  voters,  for 
everything  from  housing  to 
summer  camps  (table).  Ti'ou- 
ble  is,  the  goveniment  can't 
afford  it.  Although  inflation 
has  been  wrestled  down, 
Russia's  .$8.2  billion  budget 
deficit  in  the  first  quarter 
was  35%  higher  than 
planned.  Now,  Yeltsin's  lav- 


ish spending,  poor  ta.x  collection,  and 
rising  borrowing  costs  could  spark  a 
post-election  crisis  and  destroy  Russia's 
hard-won  economic  stability. 

As  the  government  relies  increasing- 
ly on  sales  of  high-interest  Treasury 
bills  to  meet  its  obligations,  even 
Yeltsin's  own  ministers  are  getting  ner- 
vous. "Attempts  to  raise  revenue  to 
cover  the  budget  deficit  in  the  runup 
to  the  elections  could  cause  large  crises 
on  the  government  bond,  credit,  and 
ciuTency  mai'kets,"  said  Economics  Min- 
ister Yevgeny  G.  Yasin  in  a  letter  to 
Prime  Minister  Viktor  S.  Chernomyrdin 
that  was  leaked  to  Kommersant  Dai- 
ly, a  prominent  business  paper.  Yasin 
could  not  be  reached  for  comment. 

Unless  it  slashes  spending  after  the 
election,  the  government  simply  doesn't 
have  enough  money  coming  in  to  sup- 
port Yeltsin's  promises.  Tax  evasion  is 


YELTSIN  S  COSTLY  CAMPAIGN  PROMISEl 


►  $1.6  billion  in  back  wages  for  government  workers 

►  $700  million  in  financing  for  regional  governments 

►  $400  million  in  defense  and  industrial  subsidies 


and  social  programs 


DATA  BUSINESS  WEEK  ESTIMATES 


REACHING  OUT:  Miners  are  angry, 
and  Yeltsin  badly  needs  their  votes 

chronic  in  Russia,  but  political  uno 
tainty  has  exacerbated  it  this  year.  P(] 
pie  are  waiting  to  see  who  wins  befq 
paying  up.  As  a  result,  tax  arrears  ha| 
jumped  by  almost  40%  in  real  ten 
since  the  beginning  of  the  year.  R( 
enues  in  the  first  quarter  were  oi 
60%  to  65%  of  budgeted  levels. 

At  the  same  time,  state  borrowi 
costs  are  going  thi-ough  the  roof.  One 
the  government's  great  successes  1 
been  creating  a  functioning  Ti'easi 
bond  market.  T-bills  have  allowed  1 
state  to  finance  itself  without  print; 
money — a  key  factor  in  bringing  mon 
ly  inflation  down  from  more  than  17% 
January,  1995,  to  2.2%-  this  April. 
VULNERABLE.  But  that  reliance  is  getti 
more  expensive.  Russian  banks,  by 
the  biggest  buyers  of  T-bills  and  th 
selves  hungry  for  cash,  are  pushing 
yields  by  limiting  their  buying, 
the  Finance  Ministry  auctioned  two 
sues  of  six-month  T-bills  on  May  22 
erage  yields  reached  148%  and  17i 
the  highest  in  the  market's  histoj 
Yields  were  expected  to  exceed  200% 
a  late  May  auction.  Says  Dirk  Damr| 
managing  director  of  Renaissance  C 
tal  Group  in  Moscow:  "The  banks  kn| 
the  govei'nment  is  vulnerable." 

Ironically,  foreign  investors'  faith 
Yeltsin  victory  has  sparked  a  t 
month-long  bull  inn  in  the  Russian  sfc 
market.  Since  Yeltsin  started  rising! 
the  polls  in  mid-March,  the  Mosq 
Times  index  of  blue-chip  stocks 
jumped  more  than  100%.  But  that  di 
not  help  fill  government  coffers 
on  the  way  to  victoiy,  Yeltsin  could 
more  fiscal  damage.  He  has  aire 
"recommended"  that  the  central  b 
transfer  almost  $1  billion  to  the  Final 
Ministry  to  pay  government  debts. 

Strapped  as  the  Yeltsin  govemmi 
is,  a  Zyuganov  victory  could  be  e\ 
gi'immer.  The  Communist  Party's  sti 
egy,  unveiled  on  May  27,  is  to  sp( 
its  way  out  of  economic  stagnati 
Zyuganov  would  boost  subsidies  to 
dustiy  and  agi-iculture  and  kill  the  T- 
market.  Foreign  invest 
would  pull  their  money 
of  stocks,  and  domestic  pi 
ers  would  continue  to 
their  capital  abroad, 
matter  who  wins  the  el 
tion,  the  cjuick  cash  fix 
the  coal  miners  doesn't  1( 
as  if  it's  going  to  turn  int 
dependable  income  soon, 
By  Patricia  Kranz 
Moscow 
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'RILIA'S  LEADER 
■■  THE  PACK 

stylish  Moto'  is  a  champ  in  Europe.  Next  target?  The  U.S. 


hey  were  fast  friends  from  the 
start.  After  French  industrial  de- 
signer Philippe  Starck  met  Italian 
epreneiu*  Ivano  Beggio  in  the  1980s, 
pair  quickly  discovered  their  mutu- 
ission  for  motorcycles.  Starck  owns 
including  several  classic  Harley- 
idsons,  while  Beggio  has  57,  includ- 
valuable  models  from  the  1930s, 
lippe  and  I  would  spend  hoiu-s  talk- 
about  motorcycles,"  says  Beggio. 
d  then  Starck  said  he  wanted  to 
arn  one." 


market  3,600  of  the  $7,700  Moto's  this 
year,  making  a  splash  in  the  midsize 
650cc  category.  Moto'  is  only  one  of  18 
hot-selling  Aprilia  models  that  combine 
startling  design  with  top-notch  tech- 
nology. The  retro-looking  Scarabeo  50cc, 
designed  by  an  in-house  team,  quickly 
became  the  best-selling  motorscooter 
in  Italy  after  it  was  introduced  in  1993. 
Aprilia  is  now  the  fastest-growing 
motorbike  company  in  Europe,  taking 
on  bigger  rivals  like  Italy's  Piaggio, 
France's  Peugeot,  and  Japan's  Honda 


la 


assembly.  The  result  is  operating 
margins  of  at  least  10%,  twice  the 
industry  average.  Aprilia's  offices, 
with  scores  of  Silicon  Graphics  work- 
stations, look  more  like  a  CaKfor- 
nia  software  house  than  a  motorbike 
manufacturer. 

CHINA  BOUND.  Aprilia's  recipe  is  com- 
mon among  the  growing  midsize 
companies  of  northern  Italy.  Nearby, 
Nordica  has  established  itself  as 
a  world  leader  in  ski  boots — yet  manu- 
factures almost  nothing  itself  A  cluster 
of  hundreds  of  supplier  companies 
in  the  sporting  shoe  sector  allows 
Nordica  to  focus  on  assembly  and  mai'- 
keting.  "These  webs  or  networks  of 
companies  are  a  main  reason  why  Italy 
is  so  strong  a  player  in  certain  areas," 
says  Roger  Abravanel,  a  senior  pailner 
at  McKinsey  &  Co. 

Beggio's  next  big  challenge  will  be  to 
use  this  strength  to  make  Aprilia  a 

SALES  ARE 
GOING  VROOM! 
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GIO'S  BABY:  April  id  iriU  market 

0  of  the  $7,700  Moto's  this  year 

he  result  is  a  European  success  in 
itegory  that  has  long  been  domi- 
id  by  Japan  and  the  U.  S.  Beggio, 
er  of  top  Italian  motorcycle  maker 
iha,  has  turned  his  ft'iend's  dream 

reality.  Since  its  launch  a  year  ago, 
•ck's  creation — the  650cc  Moto' — 
become  just  about  the  coolest  thing 
ig  on  Europe's  highways.  Starck, 

of  the  best-known  industrial  de- 
ers,  endowed  the  Moto'  with  the 
e  postmodern  styhng  he  uses  on 
lis  designs,  from  buildings  to  furni- 
t.  "Harleys,  with  their  macho,  hard- 
Dok,  sell  the  idea  of  U.S.  culture," 

1  Beggio.  "We  have  to  sell  the  idea 
luropean  culture." 

nd  selling  they  are.  Aprilia  will 


Motor.  This  year,  Aprilia's  sales  will 
approach  $.500  million,  up  400%  from 
1992  (chart).  Beggio  may  even  take  his 
company  public  at  yearend. 

Beggio  is  not  just  relying  on  design. 
His  company,  based  in  Noale,  11  miles 
from  Venice,  is  one  of  the  best  exam- 
ples in  Europe  of  lean,  "network" 
manufacturing.  So  lean,  in  fact,  that 
Aprilia  doesn't  manufacture  a  single 
component.  Instead,  it  works  closely 
with  some  150  outside  suppliers  who 
furnish  everything  from  motors  and 
headlights  to  spokes  and  frames.  "It 
means  we  can  be  increasingly  flexible 
and  reduce  costs,"  says  Beggio,  who 
retooled  his  father's  small  bicycle  com- 
pany into  a  motorbike  maker  in 
the  late  1970s.  Resources  that  might 
have  been  plowed  into  making  parts 
now  go  for  design,  marketing,  and 


global  player.  He's  looking 
for  ways  to  set  up  assembly 
operations  in  China,  the  fastest- 
gi'owing  two-wheel-vehicle  mar- 
ket. And  his  company  already 
makes  a  bike  that  bmw  sells  un- 
^^21  its  own  label.  But  he's  also 
HI^^H  about  to  bet  big  on  the  U.  S., 
where  he  plans  to  open  a  marketing 
arm  later  this  year.  To  satisfy  Ameri- 
can tastes  for  powerful  cruisers,  April- 
ia will  start  assembling  a  l,000ce  mod- 
el in  the  coming  months  and  is  woi'king 
on  a  l,200cc  bike  as  well.  It's  also  plan- 
ning a  more  powerful  version  of  the 
Starck-designed  Moto'. 

Beggio's  models  are  already  known 
by  reputation  in  the  U.  S.  "There's  a 
big  demand  for  exotic  Italian  motor- 
cycles over  here,  and  Aprilia  has 
a  very  good  chance  of  breaking  into 
the  market,"  says  Mitch  Boehm,  edi- 
tor of  the  Los  Angeles-based  magazine 
Motorcyclist.  The  Hell's  Angels  may 
not  be  flocking  to  buy  Beggio's  Euro- 
pean-looking motorbikes.  But  good  de- 
sign and  good  performance  can  find 
customers  in  any  market. 

By  John  Rossant  in  Noale 
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International  Business 


JAPAN 


WILL  NEON  BE  THE 
LIHLE  CAR  THAT  COULD? 

Chrysler  takes  a  serious  crack  at  Japan's  toughest  market 


To  Americans,  Chrysler  Coip.'s  Neon 
subcompact  is  cute.  But  tlie  Japan- 
ese press  is  calling  the  Neon  a 
"Japan  car  killer."  Whatever  you  call  it, 
a  right-hand-drive  Neon  will  finally  ar- 
rive in  Japanese  showooms  on  June  15 
after  months  of  hype. 

The  Neon  launch  shapes  up  as  an  im- 
portant test  case  of  U.  S.  makers'  abili- 
ty to  score  in  Japan.  In  the  year  since 


Japanese  subsidiaiy  is  also  pressing  for  a 
high-end  right-hand-drive  model  such  as 
the  Stratus  or  Cirrus  to  complete  its 
lineup.  Last  yeai;  the  Jeep  Cherokee  was 
the  company's  only  product  in  Japan. 

Neon  is  aimed  at  Japan's  toughest 
market  segment,  the  small  sedan.  The 
Japanese  buy  some  3  milUon  such  autos 
each  year — almost  half  of  Japan's  car 
market — and  competition  is  fierce.  Neon 


forts  on  a  low-end,  stripped-dov} 
$12,000  model.  But  Chrysler  decid) 
that  low  price  alone  wouldn't  sell  I 
Japan.  Instead,  Chrysler  will  pushi 
midrange  Neon  at  $1.5,000,  the  sai* 
price  category  as  the  most  popu 
Corolla.  But  Neon  buyers  will  get 
bonus — a  more  powerful,  1.96-liter  (j 
gine  vs.  Corolla's  1.5-liter  engine. 

Before  Chrysler  can  persuade  Jap;| 
ese  consumers  to  buy,  it  must  persud 
more  dealers  to  stock  its  cars.  Clirysj 
has  only  about  125  outlets,  compa: 
with,  say,  Honda  Motor  Co.'s  1,8? 
Adding  dealers,  says  Osamu  Naga. 
vice-president  in  charge  of  marketij 
for  Chrysler  Japan  Sales,  is  still  ^ 
toughest  task  facing  the  Big  Thr" 
U.  S.  makers  must  also  persuade  salj 
people  to  actually  sell  the  cars,  es]! 

cially  in  multibr; 
"JAPAN  CAR  showi'ooms.  Some  8 
KILLER":  The  ^-j^^   ^5  qqq  j^^; 

bought  in  Japan  1; 

  year      were  si 

thi'ough  Honda,  wh 
has  no  plans  to  sell  Neons.  An  educati 
and  incentive  program  for  salespeoi 
seems  essential. 

Chrysler  is  spending  $5  million  1 
advertising  in  the  initial  three  monthsi 
the  launch,  targeting  first-time  femfe 
buyers  aged  24  to  36  and  male  buy* 
aged  30  to  49.  Some  70%  of  the  ad  hh 
get  is  for  30-  and  50-second  televisi 
spots.  Just  as  in  the  U.  S.,  the  cai"  zooii 
up  to  the  camera — only  in  Japan  it  sa| 
Konnichi  wa.  Neon  desu  (Hello. 
Neon)." 

The  Neon  should  appeal  to  the  Jap 
ese  consumer  The  car  has  a  distinct 


press  previews 
the  new  Neon 


Wl 


the  controversial  Japan-U.  S.  auto  agTee- 
ment,  America's  Big  Three  have  been 
struggling,  spending  inillions  to  establish 
organizations  that  will  enable  them  to 
compete  seriously  in  Japan.  Neon's 
debut  also  marks  Chiysler's  first  big 
step  out  of  the  Jeep  niche  and  toward  a 
wider  product  line  in  Japan.  "This  car  is 
cnicial,"  says  Chrysler  Japan  Sales  Pres- 
ident Hideo  Hohgi. 

INVESTED.  Chrysler  is  making  a  serious 
effort  to  sell  in  Japan.  America's  No.  3 
auto  maker  paid  $100  million  last  sum- 
mer for  control  of  a  small  network  of 
Japanese  dealerships.  In  A])ril  it  opened 
a  $10  million  inspection  center  and  parts 
depot  in  Kanagawa  Prefecture,  two 
hours  &-om  Tokyo.  Chrysler  has  also  in- 
vested $180  million  in  developing  right- 
hand-drive  models  for  Japan  and  other 
international  markets. 

By  the  end  of  the  year,  the  company 
plans  to  have  five  right-hand-drive  mod- 
els available  in  Japan:  three  Jeeps,  the 
Neon,  and  the  Voyager  minivan.  The 


DRIVENI 


In  its  push  to  capture  market  share 
Chrysler  has  taken  control  of  dealerships, 
opened  an  inspection  and  parts  center,  and 
budgeted  $5  million  for  advertising 


goes  wheel-to-wheel  with  such  popular 
cars  as  the  Toyota  Cor'olla  and  the  Hon- 
da Civic.  Next  to  the  ;340,000  Cor-ollas  or 
121,000  Civics  sold  in  Japan  last  year, 
Chrysler's  tar-get  of  8,000  Neons  for 
1997 — eventually  going  to  20,000  units 
per  year' — looks  insignificant.  But  as  yet, 
only  four  impor-ted  models  have  sold 
more  than  10,000  units  in  a  year:  the 
Volkswagen  Golf,  the  Mercedes  C-Class, 
the  Opel  Astra,  and  Chrysler-'s  Cherokee. 

Chrysler  agonized  over  how  to  posi- 
tion Neon  in  the  Japanese  market. 
Or-iginally,  the  company  intended  to 
compete  solely  on  pr'ice,  focusing  ef- 


front  end,  is  basically  the  right  s:5, 
and  comes  with  standar'd  featur'es  siih 
as  dual  air  bags,  which  ar-e  still  expi- 
sive  options  on  many  Japanese  mods. 
Even  the  mighty  Toyota  Motor  Corpjs 
taking  notice.  "We've  seen  a  r-eal  l- 
pr'ovement  in  the  imports,"  says  a 
yota  spokesman.  "It's  definitely  makig 
things  more  intei'esting."  If  ChrysL's 
Neon  can  squeeze  out  just  a  fractiorrf 
the  market  share  of  Toyota,  Nissan.^r 
Honda,  it  will  have  widened  the  craclli 
the  door  to  Japan. 

By  Edith  Hill  Updike  in  Tokyo,  wh 
Bill  Vlasic  in  Detroit 
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Schwab^s  advice  to  investors 


Know  As  Much  As  You  Can, 
Pay  As  Little  As  You  Can 


What  does  it  take  to  become  a 
successful  investor? 

While  many  would  have  you 
believe  that  it's  a  mystifying  process, 
we  at  Schwab  have  a  different  point 
of  view. 

For  best  results, 
the  tried  and  true. 

At  Charles  Schwab,  we  believe 
investing  is  best  done  when  you're 
guided  by  a  few  basic  principles: 

•  Invest  for  the  long  term  rather  than 
the  quick  gain. 

•  Look  for  value  wherever  you  can 
find  it. 

•  Seek  out  balanced,  objective 
information. 

•  Evaluate  carefully  the  advice  of 
organizations  that  have  a  vested 
interest  in  the  financial  products 
they  sell  you. 

Investors  who  pay  less 
have  more  to  invest. 

Charles  Schwab  introduced  the 
concept  of  discount  brokerage  20 
years  ago,  and  we're  more  deter- 
mined than  ever  to  make  sure  that 


At  Schivab,  xve  believe 
the  investor  should  think  intently 
and  spend  wisely. 


investors  enjoy  a  cost  advantage. 

So,  for  example,  a  product  like 
Schwab's  Mutual  Fund  OneSource" 
service  offers  over  500  funds  from 
many  of  America's  best-known 
mutual  fund  families.  And  every 
single  one  of  them  is  free  of 
loads  and  transaction  fees. 

(While  load  funds  can  offer 


attractive  returns  and  other  benefits, 
you  could  start  off  with  them  by 
giving  up  as 
much  as  6% 
of  your  prin- 
cipal. Even 
on  bad  days, 
tlie  Market 

Charles  R.  Schwah 
is   rarely   oii        Committed  to  giving  you  control 
over  your  financial  goals. 

that  much. ) 

Wh-i'  NOT  BECOME  A 

Schwab  customer  \'Ourself? 

Every  day,  thousands  of  new 
investors  turn  to  Schwab.  WIi\' 
nor  join  them?  We  think  you'll 
find  it  an  altogether  demystif)'ing 
experience. 


An  Invaluable 

Investing 
Sourcebook: 
Yours  Free. 


To  receive  your  free  copj  ot 
The  tssenlial  InveHor,'  w^n  one  ot  our  more 
th.in  220  offices  n,itionwide  or  phone: 

1-800-833-8633 


Charles  Schwab 


©199(5  Charles  Schwab  &  Co..  Inc.  All  rights  reserved.  Member  SIPC/NYSE.  (6/96)  Prospectuses  containing  more  complete  information,  including  management  tees,  charges  and  expenses, 
e  available  from  Schwab.  Schwab  receives  remuneration  from  Mutual  Fund  OneSource  companies.  Schwab's  standard  transaction  fee  will  be  charged  on  each  redemption  of  fund  shares  bough 
with  no  transaction  fee  and  held  tor  90  days  or  less.  Schwab  reserves  the  right  to  assess  Schwab's  standard  transaction  fees  in  the  future  should  short-term  trading  become  excessive. 


International  Business 


ASIA 


SHORT 
CIRCUITS 

The  trials  of  constructing  power  plants  in  Asia 


The  fast-growing  economies  of  Asia 
are  thirsty  for  fresh  supplies  of  elec- 
tricity, ayid  leading  power  companies 
such  as  GeJieral  Electric  and  Enron 
are  eager  to  win  contracts  to  build 
the  needed  new  generating  plants. 
But  the  task  of  approving  the  proj- 
ects is  complicated  by  the  rough-and- 
tumble  politics  of  expanding  democ- 
racy. Here  are  profiles  of  two  ba  ttles 
over  power  pla/nts  in  Taiwan  and 
India. 


THIS  NUKE 
HAS  NINE  LIVES 

But  will  it  ever  get  built? 

Over  the  past  16  years,  Taiwan's  pro- 
posed fourth  nuclear  power  plant 
has  suffered  many  deaths  and  re- 
births. In  late  May,  the  controversial 
$6  billion  project  experienced  its  most 
abbreviated  cycle  of  reincarnation.  On 
May  24,  opposition  legislators  killed  the 
budget  for  the  plant,  known  in  Taiwan 
as  "No.  4."  Unbowed,  the  government 
announced  the  veiy  next  day  that  the 
project  was  aUve.  It  awarded  a  $1.8  bil- 
lion contract  to  build  two  reactors  foi- 
the  plant  to  a  consortium  led  by  Gener- 
al Electric  Co. 

If  critics  have  learned  anything  since 
the  government  fii'st  projjosed  the  j)ow- 
er  plant  in  1980,  it's  that  nothing  about 
No.  4  is  final.  While  the  government 
claims  to  have  the  project  back  on  track, 
court  challenges,  street  protests,  and 
political  fighting  are  certain.  And  Tai- 
wan's iTiling  Kuomintang  (kmt),  which 
has  a  dismal  record  in  the  1990s  for 
completing  high-profile  infrastructure 
d.^als,  is  weaker  than  ever.  Last  De- 
cember's elections  left  it  with  a  bare 
majority  in  the  legislature.  So  for  cf:, 
which  teamed  up  with  Hitachi-Shimizu, 
Toshiba,  aiid  Black  &  Veatch,  the  victo- 
ry may  prove  short-lived. 

Taiwanese  President  Lee  Teng-hui  is 
betting  that  this  time  will  be  different. 


Having  just  won  a  re- 
sounding victory  in  pres- 
idential elections,  Lee  is 
pushing  to  build  No.  4. 
With  the  memory  of  Chi- 
na's military  exercises 
still  fresh  in  their  minds, 
Lee  and  members  of  his 
government  need  foreign 
friends  more  than  ever. 
Giving  a  plum  deal  to  a  : 
group  of  American  and 
Japanese  companies  can't  -  :." 

hurt  Taiwan's  image  at  a  "  "  -  1 
time  when  relations  with  Beijing  are 
still  uncertain. 

ge's  Power  division  certainly  needs 
the  win.  It  put  in  bids  much  lower  than 
those  of  rivals  Westinghouse  Electric 
Corp.  and  abb  Asea  Brown  Boveri.  ge 
was  "surprisingly  aggressive,"  says 
Chuck  Martin,  president  of  Westing- 
house's  Taiwan  division.  Only  a  handful 
of  other  plants  are  open  for  bids  in 
Asia,  and  few  countries  elsewhere  are 
building  nuclear  anymore.  Making  the 
deal  more  ci'itical  is  that  such  plants 
represent  about  25%  of  ge  Power's 
$6  billion  business,  with  most  of  the 
revenue  coming  from  servicing  and 
refueling. 

Taiwan  Power  Co.  says  it  needs  the 
plant  just  as  much  as  the  foreigners 
who  won  the  bid.  Planners  fear  that 

TROUBLES  AHEAD 
FOR  GE'S  TAIWAN  DEAL 

•  Court  challenges  threaten  to 
derail  the  project 

•  The  weak  ruling  party  faces 
increasingly  powerful  opposition 

•  The  government  hasn't  found  a 
place  to  store  waste  from  existing 
plants 

•  Taipei  has  had  difficulty  com- 
pleting high-profile  infrastructure 
deals  involving  foreign  companies 

DATA:  BUSINESS  WEEK 
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economic  growth,  LOOMING:  Critidtmt 
now  around  6%,  howled  when  br 
may  be  choked 
off  without  fresh 
sources  of  electric- 
ity. Taiwan's  cush- 
ion of  reserve  power  is  about  5%,  cJi 
pared  with  the  20%  to  25%  that  nr 
developed  countries  like  to  mainti 
Taipower  ah'eady  is  forced  to  use  rol 
brownouts  during  summer's  peak  us 
hours  to  manage  the  load.  "Our  po^  j  i; 
needs  will  double  in  10  years,"  s  Mpsj 
Tony  Liu,  a  Taipower  spokesman,  tin 
LOOPHOLE.  Taipower  is  counting 
No.  4  to  meet  some  of  that  dema  h 
with  the  rest  coming  from  additi(  fiiaterj 
coal,  gas,  and  hydroelectric  plants.  '  wnvai 
government  will  employ  a  seldom  u  t!kti.\ 
constitutional  loophole  to  oveiride  fctool 
legislature's  veto  of  No.  4's  budget, 
nuke  critics,  a  key  part  of  the  opposi 
Democratic  Progressive  Party  (d 
vow  to  keep  fighting.  Delays  could 
ate  more  problems:  Under  the  conti 
work  must  begin  by  September, 
will  go  on  forever,"  vows  DPP  legisli 
Shen  Fu-shong.  "The  KMT  should 
ognize  they  have  already  failed." 

One  reason  for  the  oppositi 
strength  is  Taipower's  poor  reputa 
for  service  and  safety.  The  comp 
doesn't  have  a  place  to  store  nuc 
waste  from  the  island's  tkree  plants 
late  April,  aboriginal  Yamei  peopk 
Lanyu  Island,  off  the  southeastem  ti 
Taiwan,  surrounded  the  harbor  whi 
Taipower  vessel  arrived  to  deUver  i  [} ,  ■ 
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waste  to  a  dump  site,  forcing  the 
to  return  to  Taiwan.  Also  in  April, 
;s  howled  when  operators  at  the 
;  nuclear  plant  neai'  a  popular  beach 
■t  allowed  radioactive  steam  to  vent 
a  containment  building  for  an  houi'. 
!rnment  officials  said  there  was  no 
er  of  meltdown. 

ith  no  coal,  gas,  or  oil  reserves  of 
Am  and  with  no  way  to  import  elec- 
y,  Taiwan's  options  are  limited.  The 
i's  one  teiTiiinal  for  importing  liquid 
ral  gas  is  at  the  southern  port  of 
isiung,  but  there  is  no  pipeline  to 
;he  gas  to  Taipei  in  the  north.  The 
lern  part  of  the  island  also  lacks  a 
-water  harbor  for  unloading  coal. 
3wer  wants  to  build  a  natui-al-gas 
iY  facility  near  Taipei  but  may  not 
ble  to  obtain  the  land.  The  envi- 
lental  lobby  also  opposes  such  fossU- 
plants. 

liwanese  authorities  have  strug- 
to  complete  a  long  list  of  infra- 
cture  projects — such  as  Taipei's 
-delayed  rapid-transit  system — in 
Face  of  problems  ranging  from  in- 
:ude  to  corruption.  The  govern- 
t,  which  has  never  been  shy  about 
y  big-ticket  infrastructure  deals  to 
B  progress  overseas,  wants  to  en- 
that  this  project  goes  smoothly. 
Taiwanese  opposition  is  just  as  de- 
lined.  That  means  that  the  perils 
continue  for  Taiwan's  death-defying 
1  project. 

y  Jonathan  Moore  in  Taipei,  with 
SmaH  in  New  Haven 


ENRON'S  ORDEAL 
MAY  NOT  BE  OVER 

Indians  are  steamed  up  again 


For  many  agonizing  months,  Hous- 
ton's Enron  Corp.  found  itself  in 
the  eye  of  India's  swirling  debate 
about  foreigTi  investment.  It  was  forced 
to  defend  a  $2.8  billion  power  plant  un- 
der constioiction  in  Maharashtra  state — 
after  the  project  was  attacked  by  the 
state's  Bharatiya  Janata  Party  (rjp)  and 
its  allies  for  being  too  expensive  and 
too  exploitative.  Finally,  a  deal  was  cut 
last  November,  reducing  the  plant's  cost 
to  $2.5  billion  and  lowering  the  price  of 
its  electricity.  The  Hindu-nationalist  bjp, 
meanwhile,  went  on  to  emerge  as  the 
largest  party  in  national  elections  in 
May  and  formed  a  government.  It 
looked  as  if  the  controversy  was  over. 

Alas,  it  might  not  be. 
The  BJP  government  led  by 
Prime  Minister  A.  B.  Vaj- 
payee collapsed  on  May  28. 
But  on  May  27,  in  the  only 
official  act  of  its  13  days  in 
power,  it  convened  an 
emergency  Cabinet  meet- 
ing at  the  unusual  time  of 
1:15  p.m. — an  hour  when 
most  members  of  Parlia- 
ment were  taking  their 
lunch  break.  At  the  meet- 
ing, Vajpayee's  Cabinet 
gave  New  Delhi's  final  ap- 
proval to  the  revised  En- 
ron deal  even  though  Par- 
liament was  debating  a 
no-confidence  vote  that  was 
certain  to  bring  down  the 
government.  Vajpayee  re- 
signed rather  than  go 
down  in  defeat. 
SMORGASBORD.  One  rea- 
son for  the  hasty  vote  was  oppose  foreign 
that,  as  part  of  a  carefully  investment 
crafted  arrangement  with 
the  U.  S.  power  giant,  the  Maharashtra 


gional  and  left-leaning  parties  called  the 
United  Front.  Some  of  the  leftist  paities 
are  opposed  to  any  form  of  for-eign  in- 
vestment in  India,  and  they  could  attack 
the  deal  as  an  example  of  the  hip's  high- 
handedness. Mulayam  Singh  Yadav, 
leadei-  of  the  small  Samajwadi  party  in 
the  ruling  coalition,  is  already  calling 
for  the  new  government  to  review  the 
Cabinet  vote.  Analysts  say  the  govern- 
ment has  the  power  to  overturn  the 
May  27  decision. 

ELECTION  JITTERS.  Sources  close  to  En- 
ron defend  the  Cabinet  action,  saying 
that  it  merely  ratified  the  lower  elec- 
tricity rates.  "No  government  in  its 
right  mind  would  disapprove  of  it,"  says 
one.  "All  this  does  is  lower  the  tariffs." 
In  Houston,  a  company  spokeswoman 
said  the  b.jp  Cabinet's  approval  of  its 
project  was  "one  more  step  in  the 
process  of  getting  the  project  back  into 
construction." 

Em'on  also  narrowly  missed  persuad- 


THREAT? 

Some  parties  in 
Gowda's  coalition 


state  government's  electricity  board  had 
agreed  to  start  paying  about  $200,000 
per  day  beginning  on  May  1  toward 
the  costs  of  maintaining  the  construc- 
tion site.  Earthinoving  was  under  way, 
and  a  foundation  had  been  laid  before 
the  work  was  halted.  The  Maharashtra 
government  also  faced  a  June  15  dead- 
line— after  which  time  Enron  would  be 
able  to  take  the  dispute  back  to  arbi- 
tration. Clearly,  the  bjp  and  its  Shiv 
Sena  alhes  in  IBombay,  the  capital  city 
of  Maharashtra,  wanted  the  project  to 
get  going  again  to  stop  their  financial 
bleeding. 

But  new  Prime  Minister  Deve  Gowda 
is  the  leader  of  a  smorgasbord  of  13  re- 


ing  the  government  of  former 
Prime  Minister  Narasimha  Rao 
to  give  final  approval.  Sources 
say  Rao's  Congress  Party  gov- 
ernment debated  the  amended 
Em-on  agTeement  on  Apr.  30,  just 
before  the  elections.  But  according  to 
political  sources,  Rao's  forces  decided 
not  to  ratify  it  because  of  their  elec- 
tion jitters. 

So  now,  Enron  finds  itself  dealing 
with  a  third  national  govemment.  "We 
can  work  with  whatever  pai-ty  is  in 
power,"  says  the  Enron  spokeswoman. 
Even  if  the  Cabinet  approval  stands, 
Em-on  will  still  requii-e  ackhtional  Indian 
government  consents  and  lenders'  ap- 
proval in  order  for  construction  to  re- 
sume. Enron  could  still  win  in  the  end, 
but  its  long  oi'deal  could  discom-age  oth- 
ers fi-om  plunging  into  India's  political 
maelstrom. 

By  Manjeet  Kripalani  in  New  Delhi, 
with  Gary  McWilliams  in  Houston 
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International  Outlook 
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WASHINGTON'S  CLUMSY  CRUSADE 
MAY  COST  IT  SOME  FRIENDS 


In  Washington,  a  bill  to  put  the  financial  squeeze  on  Ii'an 
and  Libya  is  wending  its  way  quietly  through  Congress. 
But  in  foreign  capitals,  the  reverberations  are  deafening. 
Angry  I'eaction  from  allies  and  trading  partners  against  the 
proposal  to  punish  foreign  companies  that  help  Iran's  and 
Libya's  oil  sectors  could  spiu'  retaliation  against  the  II.  S.,  hiut 
chances  for  a  global  accord  to  speed  investment  flows,  and 
even  cause  the  loss  of  U.  S.  jobs.  Hugo  Paemen,  the  Eiu"opean 
Commission's  Washington  envoy,  warned  lawmakers  in  a 
May  20  letter  of  the  danger  of  tnggeiing  "a  spiral  of  conflict." 

The  upi-oar  is  not  about  the  bill's  basic  aim:  to  pressm-e  two 
I'ogiie  nations  to  stop  sponsoring  terror- 
ism. But  foreign  governments  and  com- 
panies gripe  that  Washington,  which 
already  embargoes  trade  by  U.  S.  com- 
panies with  these  countries,  is  imposing 
its  will  far  beyond  its  borders.  The  bill, 
slated  for  an  early  vote  in  the  House 
Ways  &  Means  Committee,  would  pe- 
nalize foreign  companies  that  sell  equip- 
ment to  or  invest  more  than  .$40  mil- 
lion a  year  in  Iran's  or  Libya's  oil 
industry.  Among  the  sanctions:  a  ban  on 
imports  of  such  companies'  products  and 
components  into  the  U.  S.  and  a  $10  mil- 
Hon  limit  on  loans  to  them  by  U.  S.  lenders.  Such  rules  could 
shut  down  U.  S.  subsidiaries  and  cost  Americans  their  jobs. 
OUTRAGED.  U.  S.  trading  partners  were  ah-eady  outraged  by  a 
law  passed  in  March  that  punishes  foreign  com})anies  that 
trade  with  Cuba  and  will  even  bar  executives  of  some  from 
visiting  the  U.  S.  In  both  cases,  other  countiies  argue  that  the 
LI.  S.  is  imposing  a  secondary  boycott  hke  the  Arabs'  against 
Israel,  which  the  LI.  S.  opposed.  They  want  to  continue  a 
"critical  dialogue,"  or  engagement,  with  Iran.  "Isolationism 
breeds  the  worst  kinds  of  extremism,"  says  Christophe  de 
Margerie,  president  of  France's  Total  Middle  East,  which 
plans  to  invest  $fiOO  million  oi-  so  in  Ii'an's  Sirri  offshore  field. 


The  bill's  supporters  believe  profits,  not  principles,  j 
behind  the  opposition.  Oil-rich  Iran,  which  until  recen 
shied  away  from  Western  investment,  is  now  desperab 
seeking  it.  In  Libya's  case,  existing  U.  N.  sanctions  don't 
feet  foreign-owned  ventures,  but  the  new  proposal  woi: 
"That's  why  the  Eiu'opeans  are  bellyaching,"  says  Washingi 
energy  expert  G.  Henry  M.  Schuler. 

Indeed,  some  international  companies  may  well  can 
megabuck  deals  if  the  new  bill  passes.  Australia's  Broken  I 
Proprietary  Co.  may  drop  a  multibillion-dollar  pipeline  fr 
Iran  to  Pakistan.  Royal  Dutch/Shell  may  reconsider  a  propo  r-ojjgj/j 
to  develop  Iran's  South  Pars  offsh( 
field.  And  Italy's  state-owned  ener 
company,  eni,  fears  that  the  law  v 
block  its  huge  project  to  pipe  Libj 
gas  to  Europe. 

Critics  argue  that  the  damage  t 
LI.  S.  may  do  to  the  woiid  trade  on 
would  be  far  more  serious  than  ai 
thing  gained  by  punisWiig  allies  to  get 
Middle  East  bogeymen.  Foreign  coi 
tries  are  readying  statutes  to  bar  th 
companies  from  complying  with  the  U 
law.  American  multinationals  fear  rel 
iation.  And  they  fret  that  talks  un(  ''-i^^ 
I  way  on  global  inles  for  investment  will  falter.  "Eveiybody  ( 
tnists  the  Americans  for  playing  fast  and  loose,"  says  Rob 
J.  Morris,  senior  vice-president  of  the  U.  S.  Council  for 
ternational  Business. 

Tlie  House  is  likely  to  pass  the  bill,  possibly  with  provisii 
more  like  a  milder  version  already  enacted  by  the  Sem 
"You  don't  want  to  shoot  everybody  in  the  street  wl 
you're  trying  to  gun  down  the  teiTorist,"  says  Ways  &  Mei 
member  Amo  Houghton  (R-N.Y.).  But  in  an  election  yt 
Washington  may  do  something  it  will  live  to  regret. 
By  Stan  Crock  i)i  Washington,  ivith  Joint  Rossant 
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GLOBAL  WRAPUF 


GERMAN  SCANDAL 

►  In  yet  another  German  corporate 
scandal,  an  ill-considered  rush  into 
Asian  and  Mideastern  markets  may 
prove  fatal  to  ailing  German  engi- 
neering giant  Klockner-Humboldt- 
Deutz  (khd),  49%  owned  by  Deutsche 
Bank.  On  May  28  the  Cologne-based 
company  announced  that  "real  or 
potential"  losses  at  its  Humboldt 
Wedag  unit  could  put  khd  out  of  busi- 
ness. KHD  alleges  that  Humboldt 
employees  and  board  members  cov- 
ered up  the  losses,  though  not  for 


personal  gain.  Most  of  the  estimated 
$420  million  in  losses  were  in  the 
international  cement  business.  Over 
the  last  two  years,  KHD  has  won  big 
contracts  to  build  cement  plants  in 
Vietnam,  China,  Malaysia,  and  Saudi 
Arabia. 

Unless  KHD  can  raise  money  within  21 
days,  it  risks  being  forced  into  bank- 
luptcy.  But  GeiTOan  banks  have  ah*eady 
bailed  out  KHD  twice  in  the  last  decade, 
and  their  patience  is  wearing  thin. 
Deutsche  says  it  is  carefully  assessing 
both  its  credit  Unes  to  khd  and  its  stake 
in  the  unit. 


TROUBLED  TURKEY 

►  The  fate  of  Turkey's  troubled  coali 
tion  government  seems  to  hinge  on 
the  outcome  of  July's  convention  of 
the  True  Path  Party,  one  of  the  two  |i 
partners.  The  party's  leader,  Tansu  I 
filler,  can't  work  with  Prime  Ministf  ' 
Mesut  Yilmaz  and  is  under  investiga- 
tion for  corruption  during  her  recent 
term  as  Prime  Minister.  If  Ti'ue  Path^ 
ditches  filler,  the  coahtion  has  a  goo 
chance  of  surviving.  But  if  she  hangs 
on  as  head.  Parliament  will  probably 
move  for  new  elections  this  summer. 
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xo  SOME  siuall  package:  carriers, 
zYV// LABEL. 


IDENTIFICATION  NUMBER 


XO  RPS,  it  V  a 
XOXAL  INFORMAXION  SYSTEM. 


here's  my  package? 

With  RPS  bar-code 
hnology.  you  can  trace 
every  single  package 
througliout  the 
entire  delivery  process. 

For  free. 


What  am  I  saving? 

Time  and  money 
Time  saved  on  your 
loading  dock, 
oney  saved  with  RPS 
orlclng.  Our  bar  code 
IS  even  free. 


Who  signed  for  it? 

RPS  tells  you  by  phone, 
fax,  mall  —  even  by  EDI 

(MIS  people  love  this). 
Get  the  name  and  time 

of  delivery  on  the  day 
of  delivery 


What  next? 

Use  RPS  MULTICODE-  '' 
as  your  electronic  packing  list 
With  more  information  in 
one  label  than  25  linear 
barcodes,  MULTICODE will 
allow  you  to  trace  your 
packages  by  UCC  code  or 
purchase  order  number 


XYZ  Companvi 
100  Ma 
Wash! 


What  about  last  week? 

The  RPS  Itemized  invoice 
has  It  all  How  many  packages. 
Where  they  went  What  they 
weighed.  What  they  cost 
And  more. 


If  your  carrier  doesn't  give  you  a  system  like  this,  call  l-.SOO-ROADPAK'  (762-3725) 
and  get  the  information  you  need  for  every  shipment  you  make. 
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Delivering  more  than  your  package; 
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Dodge  Intrepid.  Honored  for  "Best  Owner  Experience  in  Totid  Quality.' 


We're  very  proiicl  to  announce  tlmt  Dodge 
yepid  and  Dodge  Ram  Iiave  just  been 
arded  top  honors  in  Strategic  Visions 
vey  of  over  35,000  owners^ 
Specifically,  Intrepid  received  Strategic 
ions  Total  Quality  Award  for  ''Best 
mer  Experience''  in  its  class.  And out- 
wd  cars  like  Ford  Taurus  and  Nissan 
vdina  to  do  it 

Afnong  fidl-size  pickups,  Ram  won 
Total  Quality  Award  for  the 
ondyearin  a  row. 


Wliile  both  Intrepid  and  Ram  hax'e  won 
nearly  every  major  award  tliere  is  to  win  from 
the  experts,  this  honor  is  particularly  satisfying. 
Because  it  measures  ex'eiything  from  the  deal- 
ership experience  to  the  vehicles  themselves. 
And  because  it  comes  from  the  most  important 
experis  of  all:  you  the  consumers. 

So  all  in  all,  things  are  working  out  nicely 
for  everybody.  You're  happy  with  the  Dodge 
products  were  creating.  And  we're 
thrilled  with  the  recognition  you've 
given  us. 


Dodge  Ram.  Winner  of  '"Best  Owner  Experience  in  Total  Quality'' for  second  straight  yean 


The  New  Dodge 


Want  more  information?  Call  us  at  1 -800-4-A-DODGE  or  visit  our  Web  site  at  http:/Amw.4adodge.com 

*Strategk  Vision  Y"  '96  Vehicle  Experience  Study  of  new  vehicle  buyers  during  first  90  days  of  ownership. 


Social  Issues 


COMMENTARY 

By  Keith  H.  Hammonds 


THE  ISSUE  IS  EMPLOYMENT.  NOT  EMPLOYABILITY 


Amid  our  winter  of  worker  dis- 
content, a  new  buzzword  found 
its  way  into  the  corpoi'ate  lexi- 
con: employability.  As  the  media  fix 
ated  on  layoffs,  gold-plated  CEOs, 
among  them  Joseph  T.  Gorman  of 
TRW  and  Randall  L.  Tobias  of  Eli 
Lilly  &  Co.,  dropped  employability 
into  their  speeches.  The  Busi- 
ness Roundtable  and  the  Nation- 
al Association  of  Manufacturers 
quickly  embraced  the  notion,  as 
did  the  Clinton  Administration. 
"It's  good  business."  said  Vice- 
President  Al  Gore. 

Employabihty  begins  with  the 
pi'emise  that  any  guarantee  of  job 
security  is  anachronistic.  Instead, 
a  new  sort  of  "contract"  has 
emerged  between  employer  and 
worker  Employees  ai'e  responsi- 
ble for  their  career  development 
and  for  acquiring  the  skills  they 
need  to  keep  a  job  or  land  a  new 
one.  Companies  are  obliged  to 
provide  career  resources  and  op- 
portunities for  training.  If  and 
when  layoffs  come,  employees 
have  an  escape  route. 
SELF-RELIANCE.  The  idea  rings 
appealingly  of  Emersonian  self- 
reliance:  Individuals  who  take  an 
interest  in  their  own  ad- 
vancement will  thrive. 
Companies  that  invest  in 
training,  likewise,  vdll  real- 
ize productivity  gains.  In 
fact,  "leading-edge  compa- 
nies have  been  doing  a  lot 
of  this  work  for  a  long 
time,"  says  Curtis  E.  Plott,  presi- 
dent of  the  American  Society  for 
Ti'aining  &  Development. 

But  as  a  fix  for  economic  anxiety, 
employability  misses  the  point.  By  de- 
claiing  upheaval  unavoidable — and  re- 
quii'ing  employees  to  prepare  for  it — 
companies  unburden  themselves  of 
any  commitment  to  provide  stable 
jobs.  "What  employers  are  articulat- 
ing is  that  they  are  no  longer  going 
to  be  responsible  for  theii*  pait  of  the 
bargain,"  says  Peter  D.  Cappelli,  a 
professor  at  the  Univei'sity  of  Penn- 
.sylvania's  Wharton  School. 

This  is  not  a  call  for  an  end  to 
layoffs  or  for  legislation  to  restrict 
companies'  ability  to  hire  and  fire. 


Global  competitiveness,  and  so  long- 
term  job  creation,  requires  flexibility. 
But  Corporate  America  has  aban- 
doned too  easily  the  idea  that  keep- 
ing people  in  decent  jobs  is  both  im- 
portant and  possible.  Donald  F. 
Hastings,  ceo  of  Lincoln  Electric 
Co.,  and  ual  Corp.  Chairman  Gerald 


Companies  have  abandoned  the 
idea  that  keeping  people  in  decent 
jobs  is  important  and  possible 


Greenwald,  said  as  much  at  Presi- 
dent Clinton's  White  House  CEO-fest 
on  corporate  responsibility  May  16. 
"Everyone  [here]  is  assuming  that 
layoffs  are  inevitable,"  Hastings  told 
the  assembled  brass. 

To  be  sure,  thriving  companies 
such  as  Lilly,  Hewlett-Packard,  and 
Sun  Micro.systems  have  successfully 
used  employability  to  feed  morale 
and  lift  performance.  Each  has  es- 
tablished career-resource  centers 
and  placement  services  and  has 
funded  training  that  allows  employ- 
ees to  pursue  career  goals,  even  if 
unrelated  to  a  current  job.  "All  of  a 
sudden,  creativity  and  motivation  go 
way  up,"  says  Kenneth  M.  Alvares, 


vice-president  for  human  resources 
at  Sun. 

No  one  knows,  though,  whether 
employability  progi'ams  actually  help 
workers  adjust  in  times  of  tumult, 
whether  participants  find  better-paid 
work  faster.  The  payoff  for  employ- 
ers, too,  is  fuzzy  and  distant  enough 
that  many  efforts  collapse  when 
the  budget  knives  come  out.  Ap 
^  pie  Computer  Inc.,  for  one, 
-    ^  largely  abandoned  career  de- 
velopment  after  sluggish  sales 
gi'owth  forced  restructuring  in 
1994.  "Just  as  [the  human  re- 
sources staff]  would  gear  up, 
lliey'd  be  hit  with  a  layoff," 
says  an  executive  who  worked 
I  in  the  program.  "Now,  it's  a 
mess." 

NAIVE?  Companies  such  as  Lin- 
coln Electric  and  Nucor  Corp. 
propose  a  different  solution  to 
economic  turbulence.  They  pro- 
vide consistent  employment,  no 
matter  what,  by  working  and 
managing  better.  "Thinking 
ahead  and  having  creative  solu 
tions  for  when  there  is  a  down- 
turn is  what  management  is  all 
about,"  Hastings  said.  Utterly 
naive?  Ask  Pella  Corp.,  a  3,500- 
employee  window  manufac- 
turer in  Pella,  Iowa.  Execu- 
tives overhauled  operations 
in  1994,  cutting  production 
times  by  two-thirds  with  no 
layoffs.  "No  one  worried 
about  losing  their  job,  so 
[employees]  created  change 
instead,"  says  consultant  Anand 
Sharma,  who  advised  the  company. 

Certainly,  better  skills  and  contin 
uing  career  development  will  make 
workers  feel  better  about  the  future 
"If  we  tried  to  cut  back  on  it,  our 
hourly  workers  would  kill  us,"  says 
just-retired  Chairman  James  R. 
Houghton  of  Corning  Inc.  By  all 
means,  keep  the  training,  which  ulti- 
mately is  what  makes  business  com 
petitive.  But  employees  would  feel 
better,  and  be  more  productive, 
knowing  that  their  employer  won't 
show  them  the  door  at  the  first  sign 
of  trouble. 


Hammonds  vnites  on  social  issuet 
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Asset-Based  Financing 
For  a  Major  Food  Company 


(We^re  Experts  On  Nutritional  Value) 

The  package:  a  revolving  credit  line  based  on  accounts  receivable  and  inventory,  a  term  loan  tied 
to  equipment  assets  and  a  private  placement  secured  by  equity  in  a  foreign  subsidiary.  In  all,  a  deal  worth 
nearly  $600  million.  For  a  client  looking  to  recapitalize,  this  proved  to  be  very  fruitful. 


Bank  of  America 


Douglas  Pratt,  EVP.  U.S.  Corporate  Group: 
Richard  Madresh,  President,  BankAmehca 
Business  Credit,  Inc.:  Richard  Harris,  President. 
BankAmerica  Leasing  and  Capital  Group 


i/Vill  the  Internet  bring  an  end  t<i 
business  computing  as  we  know  it^ 


iJot  at  all.  It'll  simply  knock  down  the  walls  between  people,  between  departments,  even  between  companies. 

'he  promise  of  the  Internet,  while  intoxicating  to  some,  is  threatening  to  others.  Because  along  with  the  unlimited 
iccess  and  opportunity  it  provides,  comes  the  need  for  new  strategies  and  new  technologies.  Happily,  you  may 
already  have  much  of  what  you  need  in  place.  And  to  help  you  incorporate  the  Internet  into  your  business  operations, 
klicrosoft*  is  integrating  Internet  technology  across  much  of  its  product  line. 

Our  latest  generation  of  Windows'"  operating  systems,  for  example,  have  Internet  "plumbing"  built  right  in. 
"ogether  with  Microsoft  Internet  Explorer,  our  free  web  browser  for  both  the  Windows  platform  and  the  Macintosh,'" 
hey  let  employees  search,  read,  and  retrieve  information  wherever  it  resides. 

We've  also  made  it  easy  to  create  information  for  the  Internet.  Our  web  authoring  tools  look  and  act  much  the  same 
3S  our  other  tools.  So  if  you  want  to  put  up  a  web  site  to  market  your  business,  your  guys  in  IS  won't  be  scratching 
heir  heads  trying  to  learn  new  programming  languages.  And  once  your  site  is  up,  we  provide  everything  you  need  to 
(eep  it  up  and  keep  outsiders  out.  We  can  even  show  you  how  to  make  sending  e-mail  over  the  Internet  as  secure  as 
sending  it  down  the  hall. 

Marketing  isn't  the  only  reason  to  have  a  web  site;  it's  also  an  incredibly  powerful  way  to  share  information  within 
'our  company.  By  creating  an  internal  web  —  an  intranet  —  you  can  provide  employees  with  access  to  whatever 
nformation  they  need.  From  business  plans  to  HR  policies,  employees  can  find  what  they  want  quickly  and  intuitively, 
rhat's  because  the  latest  generation  of  Microsoft  Office  applications,  along  with  Internet  Assistants,  let  you  embed 
inks  within  documents  to  tie  files  together  logically,  contextually.  So  there's  no  more  corporate  maze,  no  more 
lorporate  run-around. 

Yes,  the  walls  are  coming  down,  but  it's  not  the  end  of  business  computing.  Just  the  next,  most  practical  evolution. 
Fo  see  how  easy  it  is  to  get  your  company  wired,  visit  http://www.microsoft.com/internet/gol4/ 


S1996  Microsoft  Corporation.  All  rights  reserved.  Microsoft  and  Windows  are  registered  trademarks  and  Where  do  you  want  to  go  today?  is  a  trademark  of  Microsoft  Corporation, 
vlacintosh  is  a  trademark  of  Apple  Computer,  Inc. 


The  Citizen  Spring  Collection  can  be  seen  at  these  extraordinary  jewelers. 


ALL  LOCATIONS 

A.  HIRSH  &  SON  JEWELERS  •  BEST  OF  TIMES  •  BEST  PRODUCTS  •  BULLOCK'S  •  CRESCENT  JEWELERS  •  DANIEL'S  JEWELERS 
DON  ROBERTO  JEWELERS  •  DON'S  JEWELERS  •  EMPORIUM  •  FRED  MEYER  JEWELERS  •  FRED  P  GATTAS  •  GORDON'S  JEWELERS  •  GOTTSCHALKS 
HARRY  RITCHIE  JEWELERS  •  HATFIELD  JEWELERS  •  HELZBERG  DIAMONDS  •  HUDSON  GOODMAN  JEWELERS  •  J.  BURTON  JEWELERS  •  JC  PENNE^ 
KAY  JEWELERS  •  LIBERTY  HOUSE  •  MACY'S  •  MERKSAMER  JEWELERS  •  MONTGOMERY  WARD  •  MORGAN  JEWELERS  •  ROBINSONS  MAY 
SAMUELS  JEWELERS  •  SEARS  •  SERVICE  MERCHANDISE  •  THE  BROADWAY  •  THE  RINGMAK^ER  •  ZALES  JEWELERS 


ALASKA 

ANc:HORAGE 
David's  Jeweler's 

?I01  IVrall.mil  Pkwy 
*7-25Soi83 

HOMHR 
Aurora  Gems 

f6i  W  riont-ec  Ave 

CALIFORNIA 

ARCAIHA 
Total  Time 

400  S  B,iKlwin  Ave 
,S|.s.447.th5h 

ARTESIA 

High-Glow  Jewelers 

IShRN  ri.meer  BK  J 
i  10-402-01 12 

BALDWIN  PARK 
Don  Luis  Jewelers 

4nNNM.iinL-Avc 
818-117-SH07 

BREA 

Keeping  Time 

21  W-B  Bn-.i  M.ii: 
714A)go.Ml  17 

BUR BANK 
Gateway  Watch's 

M.-Ji.i  City  Crr 

,sl,S-Si'-)-Q'i';7 

Kessler  Jewelers 

?l  t  N  S.in  Fern.inJ.i 
HIS-4i4-«W4 

CALEXRO 
Calexico  Jewelry 

1 12  E  2nJ  St 
61^1-157-1477 

lAMBRIA 
Cambria  Cargo  Co. 

4044  Burt,  in  |)r 
X05-W27-2400 

(  ANOGA  PARK 
Mall  Time 

Tnp.ini;.,  PI.,:,, 

S|S-"i47-427S 

Mar\'in  Dash  &  Co. 

T,.p,ins;.t  Pl.iM 

s|,s-,ss,s.slC4 

(  ATHEIiRALCITY 
Joyeria  Prizma 
H-iil  D.ice  P.ihii 

619-770-  Hf* 

I 'HULA  VISTA 
(iold  Treasures 

lis  Bn,,,Jw;iv  Ave 
l.pl-43v46Si 

(iuadalajara  Jlrs 

ii7  Br,..iJw,n 

619-425-O.MHO 

I  OSTA  MESA 
Time  Zone 

2«0I  H;,rh.,r  BlvJ 
7l4-SiO-022  ) 

CUi.VERc  ITY 
Michael's  Jewelers 

241  Eox  H.lRM.ill 
ilO-yiS-OOi6  . 

HELANCI 
Jane's  Jewelers 

lOM  M.iin  St 
H05-72'i.2460 


IXWNEY 

World  Time  Center 

l«5  Stonewoiid  M.ill 
110-<)04-1127 

EL  CENTRO 
Jewel  Box 

559  W  I'vl.iin  St 
619-351-1919 

FREMONT 
Bayside  Watch 

19120  Fretiicnt  Ave 
510-744-0422 

FRESNO 
Guadalajara  Jlrs 

1105  Fiilti.n  M.ill 
209.268-«008 

HANHORD 
Robert's  Jewelers 

1 14-W  Seventh  St 
209-582-4652 

HARIWR  CITY 
Don  Mario  Jewelry 

nil  P.ICltlelji.lst  Hwy 

110-125-0171 

HAWTHORNE 
Michael's  Jewelers 

H.iwthome  PI.,:.,  M.,ll 
110-675-1116 

HUNTINGTON  BEAl  H 
Time  Center 

9940  AJ.itii^  Ave 
714-962-6220 

INUIO 

Guadalajara  Jlrs 

llldlnM.lll 

619.147-1621 

Jewel  Master 

82-227  Hwy  I II 
619-142-1211 

Joyeria  Prizma 

liidiu  M.,11 
619- 147-6427 

LA  ME^A 
Blumenthal's  Jlrs 

8151  P.,  Mev,  BlvJ 
619.461.8661 

Time  Zone 

5500  Gnisstnont  C.tr 
619-542-1490 

LA  PUENTE 
Don  Luis  Jewelers 

1817  H,iLietid.i  Blvd 
8I8.91|.11(,| 

LAGUNA  HILLS 
Watch  Plus 

2421 1  L.iuLin.i  HilK  M.ill 
7I4-5S1-9282 

LAKEWOon 
Chain  Reaction 

97  L,,kevv,„.dCtr  M.ill 
110.614  I  101 

Total  Time 

l75L.ikewt...d(  trM.,11 
110-614-2744 

LOS  ANC5ELES 
American  Gem  Corp. 

5575  WiKhire  BlvJ 
211.918-2525 

Gem  Time  Watches 

2700i:.ilor.,d.i  Hlvd 
211-478-001 1 


Guadalajara  Jlrs 

5470  Whitt.ei  Blvd 
21 1-264-1  148 

Hudsons  Jewelers 

717  S  Br<,.tdw.,y 

21  1-627-7821 

Leroy's/Siltons  Jlrs 

701  S  Br.i.idw.iy 
211-624-1821 

Michael's  Jewelers 

1650  M.irttti  Luther  Kilij;Jt 
211-295-0917 

Swiss  American  Jlrs 

4776  Whittter  BlvJ 
211-269-0561 

LOS  GATOS 
Yellow  Brick  Road 

l7NS,int;,  Gru:  Ave 
408-195-9225 

MADERA 
Jalisience  Jewelers 

120EYovemile 
209-661-781 1 

MER(  :ED 

Yonan's  Fine  Jewelry 

1101  WOhve 

209-725-2  147 

MILPITAS 

Gold  &  Dia  Outlet 

104Gre,it  ,'vl.,ll  Dr 
408-914-1800 

MONTCLAIR 
Time  Center 

2151  M.inrcl.ur  PL,:.,  M.ill 
909-621-1552 

MONTEBELLO 
Time  Center 

2174  MonteLellu  T.nvti  Gir 
211-721-0721 

MORLIAN  HILL 
South  Valley  Jlrs 

16965  G  M.mterey  Rd 

408-779-6764 

NEWPORT  BEACH 
Time  Center 

4678Ci:,,nipusnr 
714-962-6220 

NORTH  HOLLYWOOD 
Valley  Jewelers 

121l9M.is;nohii  BlvJ 
818-761.8812 

NORWALK 
Elegance  Jewelers 

1(911  S  Ptoneer  Blvd 

110-462-1061 

(YR.ANGE 
Time  Center 

1715  E  K.itell.i  Ave 

714-518-7546 

OXNARD 
Guadalajara  Jlrs 

2655  Sivlers  Rd 
805.487-6188 

Joyeria  Cinco  De  Mayo 

120  Wtdt.rnnelM.ind  Blvd 
.SO5-481-0OI9 

La  Fuente  Jewelers 

2689  S.iviers 

805-240-1717 

PA(.:iFIG  GROVE 
Mr.  Z 

125  Oee.in  View  Blvd 
408-646.1922 


PASADENA 
Ernesto's  Fine  Jlry 

440  E  Colorado  Blvd 
818-449-3287 

PF.TALUMA 

Gold  "N"  Time  Jlrs 

281A  N  McDowell  BlvJ 
707-778-1422 

PORTERVILLE 
Bob  Fields  Jewelers 

200  N  M.itnSt 
209-784-4556 

RIVERSIDE 
Caltime 

1 164  Gallena  @  Tyler 
714-354-8463 

Thomas  Jewelers 

6133  Maf^noli.i  .'\ve 
909-680-0919 

ROHNERT  PARK 
Artisan  Fine  Jewelers 

101  Golf  Course  Dr 
707-584-1509 

SACRAMENTO 
Prestigio  Jewelers 

6195  Florim  Rd 
209-168-8261 

SALINAS 

Del  Pueblo  Jewelers 

1  192  NorlhriJue  M.ill 
408-442-01 10 

SAN  BERNARDINO 
Luke  &  Vondey  Jlrs 

240G.ir.Hisel  M.ill 
909-884-1 121 

Total  Time 

210  InUndCtrM.ill 
714-884-2188 

SAN  DIEGO 
Kim  Long  Jewelry 

8995  Mir.i  Mesa  Blvil 
619-516.211 1 

Precision  Watch  &  Jlrv 

6165  EU:dion  Blvd 
619-581-8711 

Prime  Time 

122  Horron  Pl.i:.i 
619-595-1514 

Time  Wise 

5641  B.ilhoa  Ave 

619-560-5501 

Watch  Gallery 

4435  Lijoll.i  Village  Dr 
619.621.9944 

SAN  FRANCISCO 
Dioro  Jewelers 

888  Brannan  "^t,  Ste  182 
415-864-8525 

Grant  Pacific  Imports 

I055A  CSranr  Ave 
415-982-8668 

Jolino  Jewelers 

2492  MisMon  St 
415-647-1268 

Pacific  Time 

Pier  19 

415  981-4761 

Roni  Jewel 

2451/2  Powell  St 

415-198-7861 


SAN  GABRIEL 

Focus  the  Fashion  Store 

HOW  Valley  Blvd,  Ste  108 
818-571-8889 

SAN  JOSE 
Accutime 

1698  K  Hostetter  RJ 
408-441-1936 

George's  Jewelers 

306  Eastndge  Mall 
408-270-6320 

Plaza  Jewelers 

160  S  Jackson  St 
408-258-0781 

SANTA  ANA 
Guadalajara  Jlrs 

200  E  4th  St 
714-547-6545 

Teresa's  Jewelers 

22  3  W  4th  St 
714-814-9277 

Total  Time 

2078  Mam  Place  Mall 
714-815-5400 

Valencia  Jewelry 

202  W  4th  St 
714-816-1886 

SANTA  BARBARA 
Family  Jewels 

706  St.itc  St 
805-965-6554 

SANTA  MONICA 
The  Jewel  Shop 

1 155  IrJ  St  Protiien.lJe 
110-451-1111 

Tic  Time  Corp 

Santa  M.mica  PI  Mall 
310-391-6927 

SANTA  ROSA 
Joyeria  Maria 

443  Dutron  Ave 

707-575-0560 

SIMI  VALLEY 
The  Gold  Works 
1855  E  Cochran 
805-581-4653 

STOCKTON 
Ybarra's  Jewelers 

678  N  Wilson  W.iy 
209-547-0120 

SUN  VALLEY 
Elegant  Jewelers 

8445  Laurel  Canyon  BlvJ 
818-504-6919 

TORRANCE 
Mr.  Time 

2  396  Crenshaw  Blvd 
310-520-8899 

Premiere  Jewelers 

26  Delarno  Fashion  Crr 
110-170-1558 

TURLOCK 
Yonan's  Fine  Jlry 

2485  Geer  RJ 
209-656-9219 

UPLAND 
Integra  Designs 

118  S  Mounrain  Ave 
909-931-7824 

VALLEJO 
Schaffer's  Jewelers 

3355  Sonoma  Blvd 
707-645-7822 


VAN  NUYS 

Continental  Coin  Corp. 

5627  Sepulvcda  Blvd 
818-781-4232 

VISALIA 

The  Jewelry  Club 

2001  Caldwell 
209-625-3119 

WEST  COVINA 
Total  Time 

442  W  Covtna  Pkwy 
818-851-2446 

WEST  LOS  ANGELES 
American  Gem  Corp. 

11201  Pico  Blvd 
310-473-7858 

Tell  Time  Corp. 

1  1073  Olympic  Blvd 
310-473-9522 

Time  Land 

10846  Olympic  Blvd 
310-474-5161 

WESTMINSTER 
Tick  Tock 

9200  R,.ki  Ave,  Ste  121 
714-892-1625 

WOODLAND  HILLS 
B&J  Jewelers 

6100  Canoga  Ave 

818-140-1471 

Majestic  Fine  Jlrs 

21805  Ventura  Blvd 
818-704-4949 

Time  Keeper 

22401  Ventura  Blvd 
818-225-1514 

HAWAII 

AlEA 

Cathay  Kai,  Inc. 

Pearlridge  Ctr,  Phase  I 
808-483-1944 

Taiyo  Collection 

Pcarlridge  Ctr.  Phase  11 
808-483-1955 

Watch  Ctr  of  Hawaii,  Inc. 

Pearlrtdge  Ctr.  Phase  I 
808.486.3856 

HONOLULU 

Al  Kamm's  at  Shirokiya 

,M1  Loc.itions 
808-949-4939 

Chong's  Jlry  &  Watch 

58  S  Hotel  St 

808-536-4705  | 

Phillip  &  Co. 

Grosvenor  Crr 
808-521-8575 

KIHEI 

Topaz  Goldsmith  &  Gallern 

Rainhow  M.ill 
808-879-5877 

LAHAINA 
Chadwick  Fine  Jlrs 

716  Fronr  St 
808-661-6616 

Yoshimura  Jewelers 

Maui  Marrior  Hotel 
808-661-0156 


CITIZEN.  HOW  THE  WORLD  TELLS  TIME. 


MORE  MEN  IJN  Int  WUKLU  vvcnn  a  v*/iiv.xi 


^  CI  1  IZliM  I  HAN  ANY  OTHER  TIMEPIECE  ON  EARTH 


ThePri 


qualand?  The  world's  first  professional 
diving  watch  with  a  depth  sensor.  200 
meter  water-resistant  with  depth  and  dive 


time  alarms.  Hyper  j\quaiunu  ^uj  lu^ui  e 
transfers  dive  log  data  to  a  PC,  and  is 
^  Microsoft  Windows^  compatible.  There  are  1 

^  overlSAqualand  models  to  choose  from: 


Titanium.  This  new  space-age  material 
creates  a  sporty,  good-looking  timepiece 
that's  two  times  harder  than  stainless 
steel,  yet  over  30%  lighter.  So  it  makes 
these  200  meter  watches  the  ideal  choice 
for  professional  and  recreational  divers. 


rhe  Workplace 


HONS 


NDY  STERN'S 
IISSION  IMPOSSIBLE 

le  new  service  workers'  union  head  aims  to  triple  its  recruits 


1  ndy  Stem  should  be  riding  high.  In 
hate  April,  he  was  elected  president 
lof  the  Service  Employees'  Interna- 
lal  Union,  the  country's  fastest-gi-ow- 

union.  SEiu's  success  in  recruiting 
'-wage  janitors,  nursing  home  aides, 
I  other,  often  minority,  sei-vice  workers 
ped  to  catapult  Stem's  pi'edecessor, 
m  J.  Sweeney,  to  the  head  of  the  afl- 

last  fall.  Stem  can  bask  in  that  gloiy, 
:e  he  was  Sweeney's  deputy  in  chai-ge 
organizing  new  members  since  1984. 
But  the  SEiu  will  stag-nate  if  the  45- 
ir-old  Stem  simply  repeats  Sweeney's 
ord.  Only  half  of  its  stunning  expan- 
n  comes  from  signing  new  members; 
■  rest  involves  mergers  with  smaller 
ons.  So  the  union's  percentage  of  sei- 
e  industry  workers  is  shrinking  as 
ployment  gi-ows  faster  than  the  imion 
;s.  To  increase  what  Stern  calls  the 
on's  "market  share,"  wliich  is  key  to 
proving  bargaining  clout  and  wages, 
nust  bring  in  three  or  foiu"  times  as 
ny  recruits  as  now.  If  he  succeeds, 
vice  industries  that  never  have  had  to 
e  unions  will  feel  the  pinch  of  rising 
ges  and  less  management  flexibility. 
rauRFACE.  Stern  is  wasting  no  time, 
e  day  after  his  election,  he  unleashed 

aggi-essive  campaign  against  Kaiser 
rmanente,  which  is  the  country's 
gest  health  maintenance  organization, 
1  Beverly  Enteiprises  Inc.  and  Vencoi- 
.,  the  two  lai'gest  niu-sing  home  chains. 
3  move  is  pait  of  a  grand  plan  to  or- 


ganize nonimion  companies  in  health  cai^e, 
where  nearly  half  of  the  union's  1.1  mil- 
Uon  members  now  work. 

Stern's  gambit  is  a  critical  test  for  la- 
bor. Other  unions  are  tiTying  to  rejuve- 
nate themselves  by  imitating  the  growth 
strategies  pioneered  by  the  seiu  in  the 
1980s.  But  if  labor  is  ever  going  to  regain 
clout,  unions  will  have  to  follow  Stem's 
stepped-up  pace.  Even  Stern,  however, 
faces  huge  obstacles,  particularly  the 
fierce  opposition  to  unions  among  health- 
care and  other  semce  employers.  So  far, 
the  union  has  won  few 
new  members  in  nm-sing 
homes,  for  example,  de- 
spite a  decade  of  battles. 
"Stern  wants  to  force 
companies  to  capitulate 
to  being  organized,  but 
so  far,  the  union  cam- 
paign has  had  no  im- 
pact," says  Keith  M. 
Sherman,  the  West 
Coast  head  of  labor  rela- 
tions for  Vencor's  Hill- 
haven  unit. 

Stern's  backgi'oimd  as 
a  hot-headed,  bushy- 
hau-ed  young  left-winger 
in  the  1960s  student- 
movement  era  led  him 
to  experiment  with  the 
in-your-face  tactics  that 
fii"st  put  the  SEIU  on  the 
map.  One  effort  was  the 
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Justice  for  Janitors  campaign,  which  he 
helped  launch  in  1984.  The  union  forged 
alliances  with  local  chiu'ch  and  communi- 
ty groups  in  large  cities  to  mount  cam- 
paigns, including  mass  protests  and  civil 
disobedience,  against  owners  of  office 
buildings  who  subcontracted  janitorial 
work  at  diit-cheap  wages.  Rank-and-filers 
flocked  to  the  union.  "Nonunion  workers 
are  ready  to  join  unions,"  says  Stern. 
"The  question  is  whether  unions  are 
ready  to  reach  out  to  them." 

Now  Stem  wants  the  whole  union  to 
adopt  these  liigh-profile  methods.  While 
most  unions  spend  less  than  4%  of  theii' 
annual  budgets  on  organizing,  the  seiu 
under  Sweeney  sank  a  third  of  its  $60 
milUon  annual  budget  into  recmitment. 
But  the  SEiu's  330  locals  devote  just  5% 
of  $180  million  in  yeai'ly  spending  to  or- 
ganizing. The  Apiil  convention  set  a  goal 
for  locals  of  20%  by  1998,  which  would 
double  total  SEiu  recmitment  ftmds  to 
neai'ly  $60  milhon  a  year. 

With  sums  like  those.  Stern  might 
achieve  his  aims.  The  biggest  hurdle: 
Headcjuarters  can't  tell  locals  what  to 
do.  Two-thirds  of  members  say  their  in- 
comes are  slipping  behind  hving  costs, 
yet  only  41%  think  the  union  is  effec- 
tive in  helping  them,  a  recent  poll  found. 
And  fewer  than  15%  of  local  officials 
think  they  should  spend  more  on  re- 
cmitment. "We  need  to  make  oui-  local 
leaders  see  that  because  of  lower-wage 

  competition,  they  must 

represent  more  of  their 
industries  to  bargain  ef- 
fectively for  existing 
members,"  says  Stern. 

One  strategy  is  to  co- 
ordinate local  and  head- 
quarters effoits  across 
industries  and  geograph- 
ic areas.  To  keep  on  top 
as  health-care  jobs  shift 
fi-om  hospitals  to  outpa- 
tient chnics  and  nm-sing 
homes.  Stern  wants  to 
capture  market  share 
city  by  city.  Once  the 
union  has  a  majority  of 
workers  in  a  city,  it  can 
work  to  raise  pay. 

Stem's  goal  of  making 
the  country's  fastest- 
growing  union  expand 
fastei'  seems  impossibly 
ambitious.  But  if  he  can't 
succeed,  few  other  unions 
are  likely  to,  either. 
By  Aaron  Bernstein 
in  New  York 


PACESETTER: 

Stern's  wins 
could  spur 
other  unions 
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Government 


POLITICS 


BLACK,  PROUD, 
AND  REPUBLICAN 

More  African  Americans  than  ever  are  on  the  ballot 


Teresa  Doggett  is  eveiything  Re- 
publican reciniters  are  looking  for 
in  a  congi'essional  candidate.  A  suc- 
cessful Austin  (Tex.)  business- 
woman, she's  smart,  well  versed  on  the 
issues,  quick  on  her  feet,  and  telegenic. 
But  in  one  respect,  Doggett  is  a  most 
unconventional  GOP  contendei"  She's  an 
African  American. 

Doggett's  candidacy  is  no  fluke.  After 
decades  of  ignoring  potential  black  can- 


government  economic  libei'alism  of  many 
African  American  politicos.  They  all  are 
economic  consei'vatives,  and  their  social 
views  run  the  gamut  from  the  modera- 
tion of  retired  General  Colin  L.  Powell, 
to  the  staunch  conservatism  of  Supreme 
Court  Justice  Clarence  Thomas.  (During 
the  Clarence  Thomas  hearings,  Dog- 
gett's husband,  John,  suggested  that 
Anita  Hill  may  have  been  fantasizing 
about  Thomas'  behavior.)  gop  scouts 


nance  among  white  men — could  ass 
Repubhcan  hegemony  for  decades. 

Black  Republicans  have  only  reee 
made  real  breakthroughs — and  so 
they've  won  only  in  majority-white 
tricts.  In  1994,  j.  C.  Watts  Jr.,  a  fo: 
college  football  hero  and  state  uti' 
commissioner,  captured  a  previou 
Democratic  Oklahoma  House  seat, 
joined  third-termer  Gary  A.  Frai 
Connecticut,  who  had  been  the  o 
black  Republican  in  the  House.  1 
years  ago,  Colorado  Secretary  of  St 
Victoria  Buckley  became  the  first  bl 
Republican  elected  to  a  major  states 
office  west  of  the  Mississippi. 
TRAILBLAZERS.  Some  of  the  '96  recr 
have  already  made  history.  Mississ: 
House  candidate  Danny  Covington,  a 
mer  pai'ole  officei-  and  congressional  £ 
is  the  first  black  Repubhcan  to  wi 
GOP  nomination  in  the  state  since  Re^ 
stiTJction.  A  protege  of  Mississippi 
publican  Senators  Thad  Cochran 
Trent  Lott,  he  defeated  a  white  candi( 

GOP  OPPORTUNITIES 


JOE  ROGERS,  DENVER  The  moderat 
Rogers  has  a  fighting  chance  to 
replace  retiring  Representative 
Patricia  Schroeder,  a  liberal  Demo- 
crat, in  a  majority-white  district  that 
once  voted  for  Ronald  Reagan. 


DANNY  COVINGTON,  VICKSBURG, 
MISS.  Covington  has  the  best  shot  of 
any  Republican  running  in  a  black- 
majority  district.  One  reason:  He  can 
count  on  a  sizable  white  GOP  base. 


TERESA  DOGGETT,  AUSTIN,  TEX. 

The  GOP  businesswoman,  who  two  yec 
ago  lost  a  race  for  Texas  comptroller, 
targeting  popular  liberal  Democrat  Llo 
Doggett  (no  relation)  in  a  majority-whi 
district  that  is  increasingly  Republica 


didates  and  wntmg  off  NEW  MAJORITY? 

the  black  vote,  the  par-  Doiver's 
ty  of  Lincoln  is  actively  Rogers  seeks 
recruiting  African  a  ''cross-sec- 
American  candidates  as  tion"  of  voters 
part  of  its  goal  of 
achieving  enduring  majority  status  on 
Capitol  Hill.  Already,  a  record  24  black 
Republicans  are  running  for  the  House 
in  1996,  up  from  the  previous  high  of  22 
set  in  1994.  "There's  a  real  need  to  ex- 
pand the  [Republican]  base,"  says  one 
recruit,  Denver  attorney  Joe  Rogers,  a 
moderate    former    Democrat  who 
switched  in  '93.  "To  become  the  majori- 
ty party,  we  have  to  represent  a  cross- 
section  of  people  across  the  country." 
These  new  recruits  eschew  the  pro- 


souglit  them  out  because  they  would 
appeal  to  conservative  whites  while 
making  ira'oads  among  blacks.  But  polls 
suggest  1996  may  be  a  tough  year  to 
run  as  a  black  conservative. 

Tliat  doesn't  wony  Republican  strate- 
gists, who  are  focused  on  long-term 
trends.  Today,  only  2%  of  self-described 
Republicans  are  black.  But  the  go? 
hopes  an  increase  in  black  candidates 
will  double  the  Republican  vote  among 
African  Americans  to  20%  by  2020.  The 
most  likely  Democratic  defectors  are 
upwardly  mobile  professionals  concerned 
about  job  creation  and  regailar  church- 
goers worried  about  a  breakdown  in 
family  values.  A  shift  of  that  magni- 
tude— combined  with  the  gop's  domi- 


in  a  primary  contest.  Covington,  40, 
long  been  a  trailblazer:  He  was  the 
black  member  of  the  University  of 
sissippi  College  Republicans  and  on| 
the  fii'st  blacks  to  play  in  the  Ole 
Rebel  Band. 

Many  of  the  recniits  have  busi: 
backgi'ounds — unlike  most  black  Di 
cratic  lawnnakers,  who  have  roots  ii 
ganized  labor,  law,  or  ui"ban  political 
chines — and  are  generally  younger 
black  Democratic  officeholders.  Dogg 
resume  includes  stints  as  a!i  inte 
tional  banker,  management  consul 
and  export-import  company  ow 
Claudette  Hayle,  who  is  seeking  tc 
seat  Representative  Major  R.  Ov 
(D-N.  Y.),  runs  a  Manhattan  finan 
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ulting  firm,  the  Hayle  Group  Ltd. 
ot  surprisingly,  a  common  thread 
ng  the  candidates  is  an  emphasis  on 
jmic  development  and  self-help.  "The 
ii'e  state  as  we  know  it  is  a  banki-upt 
;ution,"  says  Colorado's  Rogers.  "The 
■e  is  not  about  the  next  government 
i-am  fi"om  Washington.  It's  about  how 
;pand  jobs  and  create  businesses." 
?spite  the  recruits'  impressive  cre- 
ials,  they  face  daunting  challenges 
year.  None  is  running  in  safe  Re- 
ican  districts.  And  unhke  the  GOP 
;lide  in  '94,  which  helped  Watts  tri- 
h,  the  current  political  climate — 
cularly  among  black  voters — is  hos- 
;o  the  GOP.  A  recent  survey  by  the 
;  Center  for  Pohtical  &  Economic 
ies  found  that  even  black  Republi- 
favor  Clinton  over  cop  standard- 
er  Bob  Dole,  46%  to  42%.  And 
k  Democrats  favor  Clinton  by  a 
ly  unanimous  92%  to  2%. 
big  reason:  backlash  against  House 
iker  Newt  Gingi-ich  (R-Ga.)  and  his 
abliean  revolutionaries  on  Capitol 

Says  Democratic  pollster  Ron 
er:  "The  aui-a  that  the  Republicans 
1  mean-spirited,  vituperative  gToup 
)ing  to  rub  off  [on  the  black  Re- 
icans]  and  really  have  a  devastating 
ict  on  their  chances  of  winning." 
PENDENCE.  So  some  black  candi- 
s  a)'e  staking  out  independent  posi- 
1.  "If  being  a  RepubUcan  means  cut- 
out school  lunches,  cutting  off  food 
ips,  or  cutting  nutrition  foi-  women, 
its,  and  children,  I'm  not  for  that," 

Covington.  "I'm  looking  to  take 

of  people  who  can't  take  care  of 
iselves."  Some  of  the  candidates 
plan  to  distance  themselves  from 
's  call  to  repeal  affirmative  action. 
3cause  of  the  strong  anti-Gingiich 
;1  among  African  Americans,  the 
chances  for  black  Republicans  this 
may  come  in  majority-white  dis- 
5.  The  GOP  strategy  is  to  combine  a 

Republican  base  with  increased 
ort  fi'om  minorities.  For  the  first 

in  some  districts,  Republicans  are 
g  to  compete  actively  for  black 
3.  "I  understand  the  problems  of 
;ommunity,"  says  Hayle,  41  and  di- 
3d,  who  had  a  child  as  a  teenager. 
3spite  black  Republicans'  enthusi- 
and  hard  work,  neutral  analysts  say 
these  recruits  are  likely  to  mn  into 
mocratic  buzz  saw  tliis  yeai\  "I  don't 
ipate  there  being  any  more  black 
iblicans  joining  Congress  this  time 
id,"  says  independent  political  ana- 
David  Bositis.  Republican  strate- 

eoncede  that  some  setbacks  are 
'  in  the  short  tenn.  But  it's  a  risk 
're  willing  to  take  to  win  more 
Js  in  the  Afiican  American  commu- 
farther  down  the  road. 
'  Richard  S.  Dunhatn  in  Washington 
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MANPOWER  UPGRADES 
ITS  RESUME 

The  temp  firm  focuses  on  executives  and  high-tech  workers 


While  surfing  the  Net,  software 
consultant  Charles  J.  Eckenroed 
of  Boise,  Idaho,  was  surprised  to 
find  Manpow'er  Inc.  behind  a  classified 
ad  for  a  software  developer.  He'd  al- 
ways thought  of  the  company  as  better 
suited  to  clerical  workers  than  high- 
tech types.  But  after  Manpow^er  placed 
him  in  a  well-paying  position  at  Ernst  & 
Young,  Eckenroed  changed  his  mind. 
"For  independent  consultants,"  he  says, 
"Manpower  offers  a  gi'eat  op])ortunity." 

Today,  Manpower,  with  $6.9  bilhon  in 
revenues,  is  looking  to  the 
Eckenroed s  of  the  world  for 
its  grow^th.  Sure,  the  Mil- 
waukee-based company — the 
world's  largest  temporaiy-ser- 
vices  fiiTn — still  gets  more  than 
80%  of  its  revenues  placing 
secretaries  and  factoiy  workei-s 
through  its  2,400  franchises 
and  independent  offices.  But 
the  rest  now  comes  from  filling 
high-paying  temporary  engi- 
neering, consulting,  and  com- 
puter jobs,  where  the  gi'owth 
rate  is  20%  annually.  The  rea- 
son: As  corporate  restnictui'- 
ings  have  left  many  companies 
searching  for  cheaper  ways  to 
meet  staffing  needs,  more  are 
turning  to  temp  companies 
such  as  Manpower  to  fill  the 
gap.  "We  are  in  the  eye  of  the 
storm  of  political,  economic, 
and  social  change,"  says 
Mitchell  S.  Fromstein.  Man- 
power's chairman  and  ceo. 
BULKING  UP.  Manpower  is 
hardly  alone.  With  a  wave  of 
industry  mergers  under  way — and  a 
host  of  smaller,  specialized  placement 
firms  sjiringing  uj3 — Manpower  faces  in- 
creased competition.  At  the  same  time, 
large  companies  are  winnowing  their 
temporally  agencies.  So  Fromstein,  68,  is 
driving  hard  to  make  Manpower  the 
one-stop  global  firm  of  choice  for  coipo- 
rate  giants.  In  early  May,  the  company 
took  a  big  step  in  that  db-ection  when  it 
rolled  out  an  e.xclusive  alliance  with 
Drake  Beam  Morin  Inc.  (DBM).  the 
world's  largest  executive  outplacement 


firm.  And  by  focusing  on  big  contracts 
with  multinationals  and  spending  heav- 
ily on  worker  training,  Fromstein  fig- 
ures he  can  keep  Manpower  on  top. 

That  will  take  some  work.  Although 
U.S.  rivals  such  as  Kelly  Services  Inc. 
and  Olsten  Corp.  ai"e  less  than  half  Man- 
power's size,  they  too  are  bulking  up. 
"We're  in  an  era  where  big  is  better," 
says  Raymond  Maix-y,  president  and  ceo 
of  No.  6-ranked  Interim  Sendees  Inc. 
Interim  is  aggi'essively  acquiring  small 
high-tech  temp  agencies.  Marcy  expects 


FROMSTEIN: 


u'un  7  /■/(/( 


4  of  the  top  10  players  in  the  U.  S.  to 
disappear  soon. 

Manpower  faces  renewed  challenges 
abroad  as  well.  Up  to  now,  its  global 
reach  gave  Manpow'er  a  big  advantage: 
50%  of  its  revenues  come  from  over- 
seas. But  in  May.  Europe's  two  largest 
temp  companies,  Switzerland's  Adia  and 
France's  Ecco,  announced  merger  plans. 
Wliile  Manpower  ah-eady  competes  wath 
both,  their  combined  $5.8  billion  in  sales 
may  make  them  a  stronger  rival. 

Fromstein  isn't  worried.  "I  don't  see 
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49.8  cubic  feet  of  cargo  capacity, 
it  holds  more  than  any  other  car 
in  its  class. 

Call  for  a  free  Saab  Excursion 
Kit  giving  complete  information  on  all 
our  models.  And  the  perfect  Saab  to 
find  your  own  road. 
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in  any  individual  market  what  they 
bring  that  will  make  a  difference  to  us," 
he  says.  But  analyst  Judith  G.  Scott  of 
Robert  W.  Baird  &  Co.  thinks  things 
could  get  tougher  down  the  road.  "This 
[industiy]  is  attracting  some  very  smart 
people,"  she  says.  "Manpower's  chal- 
lenge will  be  to  stay  innovative." 

So  far,  Manpower  has  met  the  chal- 
lenge. Since  1991,  i-evenues  have  nearly 
doubled,  thanks  to  the  industry's  explo- 
sion and  the  emphasis  on  bigger  con- 
tracts. From  a  $53.3  million  loss  in  1991, 
earnings  hit  .$128  miUion  last  year.  An- 
alyst Scott  forecasts  a  25%  gain  this 
yeai',  to  $160  million.  The  stock,  at  about 
38,  is  near  its  all-time  high. 

The  road  back  to  profitability  has 
been  a  rough  one  for  Fromstein,  who 
took  the  helm  in  1976 
but  was  fired  in  1988. 
That  was  a  year  after 
Blue  AiTow  PLC,  a  much 
smaller  British  temp 
agency,  acquired  Man- 
power for  $1.3  billion  in 
a  hostile  bid.  Just  one 
month  later,  Fromstein 
was  reinstated  by  angiy 
franchisees  and  board 
members  resisting  Blue 
AiTow's  efforts  to  impose 
central  controls  on  Man- 
power's independent  cul- 
ture. Manpower  stayed 
in  the  red  until  1994,  as 
the  company  wrote  off 
$1.2  billion  in  goodwill 


HOW  MANPOWER  WILL 
STAY  ON  TOP 

•  Become  "one-stop 
shop"  providing  all 
temporary  workers 
needed  by  multinationals 

•  Hike  spending  on  soft- 
ware and  worker  training 
to  gain  share  in  the 


wise  move,  and  we're  looking  at  soij 
thing  like  this,"  says  Frank  N.  Ligc? 
chairman  and  ceo  of  No.  3  Olsten. 

Competition  is  heating  up  on 
smaller  end  as  well.  Specialized  pla;!) 
such  as  AccuStaff  Inc.  and  Robert  ;j 
International  are  now  pusliing  comp 
progi'amming  and  other  high-tech  sli 
that  Manpower  is  emphasizing. 
Fromstein  figures  he  can  blunt 
threat  by  providing  a  complete  p 
age  that  includes  these  skills  to  1; 
clients.  Manpower  now  acts  as  a  vii 
human  resources  department  for 
companies  as  Hewlett-Packard  Co 
MasterCard  International  Inc.,  di 
employee  screening,  testing  and  trail 
Manpower'  will  train  clerical  and 
processing  staff  on  any  of  300  diffe; 

software  and  hardv 
combinations,  and 
customize  training 
large  clients. 

Such  strengths 
vinced  Jeffery  E.  Str 
MasterCard's  operat 
vice-president  of  hu 
resources,  to  whittle 
company's  15  temp 
pliers  at  its  St.  Louis 
erations  center  to 
Manpower.  Now,  IV 


  power  handles  20( 


•  Use  new  alliance  with 
executive  outplacement 
firm  Drake  Beam  Morin 
to  mine  huge  database  of 


300    clerical  worl 
every  day,  with  on 
managers  expectec 
staff  professional 
technical    jobs  s 


from  the  Blue  Arrow  "[Manpower's]  tes 


acquisition.  Only  last 
March  did  P^romstein  finish  disposing  of 
nearly  two  dozen  smaller  agencies  past- 
ed together  by  Blue  Arrow.  So  it's  not 
sm-prising  that  as  the  merger  wave  be- 
gins, Fromstein  says  he'll  "sit  back  and 
watch." 

REFERRAL  SERVICE.  Yet  Fromstein 
knows  Manpower  can't  sit  still.  Hence 
the  link  with  Drake  Beam  Morin,  which 
will  bolster  both  companies  in  their 
own  markets,  although  they  won't 
share  revenues.  The  deal  works  essen- 
tially as  a  referral  service:  dbm  will 
provide  Manpower  with  a  steady 
stream  of  laid-off  executives  to  add  to 
its  database.  For  ubm,  the  advantage 
should  come  from  moving  outsourced 
managers  back  into  the  workforce  soon- 
er, since  laid-off  execs  increasingly  use 
stints  as  temps  as  a  route  back  to  full- 
time  jobs.  "We're  talking  every  day  to 
companies  who  need  engineering  and 
research  help,"  says  Fromstein.  "DBM 
gives  us  a  source  of  supply  for  that 
upper  end."  The  alliance  wins  praise 
from  analysts  and  rivals  alike.  "It's  a 


'ri 


and  screening  progi 
are  without  equal,"  says  Struve 

To  keep  the  accolades  coming,  Fi 
stein  is  investing  heavily  in  techno) 
Since  early  1995,  he's  spent  $11  mi 
on  software  and  $15  million  upgra 
computer  systems,  including  a  1 
database  of  300,000  technical  and 
fessional  workers.  His  aim:  1  mi 
names  by  yearend. 

Negotiating  the  industry's  incut- 
ingly  competitive  waters  will  req?* 
continued  tough  leadership.  Ancii 
though  Fromstein — a  former  ad  ftiwJt-  ^ 
who  still  personally  courts  iiew*<i)  M 
counts — has  no  plans  to  leave,  su(  \Jg\ 
sion  is  an  issue.  "He's  the  chiving  fo 
says  one  director,  "but  we're  all 
he's  68."  Observers  say  he's  grooi 
two  potential  heirs:  Executive  ^ 
Presidents  Jon  F.  Chait,  head  of  ii 
national,  and  Terry  A.  Hueneke 
runs  Noith  and  !3outh  America.  In 
end,  Fromstein  may  well  be  judg 
just  as  his  clients  judge  Manpower 
how  well  he  fills  that  key  job  open 
By  Richard  A  MelcJier  in  Milwa\ 
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900  SE  5-door  Turbo 


The  new  Saab  900  SE  5-door  Turbo  is  engineered  to  increase  both  your  pulse  and  the  distance  between  you  and  other  cars, 
iding  the  Volvo  850GLT  and  the  Audi  A4!  Its  0  to  60  in  under  7  seconds  is  pure  exhilaration."  And  its  five-door  roomy  interior 
;  liberation.  So  any  way  you  open  it  up,  it's  huge.  No  wonder  it's  a  Consumer  Review  "Top  10  ^^^^^ 
rts  Car"t  For  a  free  Saab  Excursion  Kit,  call  I -800-582-SAAB,  Ext.  249.     www.saabusa.com  ^^wrg^y 
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Bogus  parts  have  turned  up  in  commercial  jets.  Where's  the  FAA 


By  Willy  Stern 

One  minute,  Edward  Zwig,  an  Atlanta 
periodontist  on  a  trip  to  Miami,  was 
reading  the  paper  in  an  aisle  seat, 
w^aiting  for  takeoff  from  Atlanta's 
Hartsfield  International  Airport.  The 
next  minute,  he  was  fighting  his  way 
to  the  emergency  chutes  amid  screaming 
fellow  passengers  as  the  cabin  of  the  DC-9 
filled  with  smoke.  "After  we  got  out,  we 
could  see  flames  dancing  around  the  fuse- 
lage," recalls  Zwig,  who  was  one  of  57  pas- 
senger on  a  ValuJet  flight  last  June  when 
the  No.  2  engine  exploded.  "We  actually 
stood  on  the  runway  and  watched  the  plane 
burn."  The  explosion  sent  metal  fragments 
flying  through  the  cabin.  Flames  and 
smoke  quickly  followed,  injuring 
several  passengers  as  well 
as  a  flight  atten- 


dant, who  suffered  severe  burns. 

The  cause:  an  engine  that  had  been 
overhauled    and    later    sold  to 
ValuJet  by  a  repair  station  in 
Turkey  that  lacked  faa  ap- 
proval. The  station  denies 
responsibility,  but  inves- 
tigatoi-s  found  that  the 
engine  contained  a 
cracked  and 
corroded 


pressor  disk.  The  excessive  corrosion  had 
1  plated  over  during  the  overhaul.  ValuJet 
the  engine's  documentation  appeared  to  be 
rder  and  the  defect  was  undetectable. 
;n  the  engine  revved  up,  the  disk  frac- 

d,  causing  the  engine  to  explode.  Had  that 
)ened  in  midflight  or  in  a  more  crowded 

e,  the  results  could  have  been  catastrophic, 
le  accident  caused  no  fatalities — unlike  last 
th's  crash  of  ValuJet  Flight  592  into  the 
rglades.  But  in  some  ways,  it  was  more 
lous,  because  it  highlights  a  safety  issue 


that  affects  every  carrier  in  the  air:  the  growing 
stream  of  substandard  or  bogus  parts  that  are 
finding  their  way  into  commercial  aircraft.  In  a 
porous  and  unden'egulated  market,  the  selling 
of  substan- 
dard re- 
placement 
parts  for 

planes  can  be  even  more  profitable  than  traf- 
ficking in  illegal  dmgs.  Bogus  parts  are  fast 
becoming  an  undeiworld  gi-owth  industiy — and, 
many  airline  officials,  faa  inspectoi's,  and  law- 
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CLOSE  GUi. 


Last  June,  a  cracked 
disk  caused  a  Valu- 
Jet engine  to 
explode  before  take- 
off. A  midair  explo- 
sion could  have 
been  catastrophic 
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enforcement  officers  fear,  a  catastrophe  waiting  to  |JirrJ]<rJrrjTT|HHH|  pails  iVnm  tln'  ll^inij,-  public.  This  view  was  ecB«f.» 
happen.  **a*tLL^^^M       dozens  of  aviation  sources,  including  R( 

You  will  not  find  bogus  parts  hsted  as  the  111  1989,  a  Noiwegiail  Wieckowski,  a  veteran  faa  flight-safety  insp 


counterfeit  bolts 
came  loose-causing 
the  plane's  tail  to 
fall  off  in  midair 


cause  of  any  accidents  in  the  publicly  available  plane  Crashed  into 
National  Ti-ansportation  Safety  Board  database.  .1    v[„,.j^u  o^c  wrhan 
But  that's  not  because  they're  not  a  problem.        i^Oii"  ^^d  wneu 
The  FAA  allegedly  pressured  the  ntsb  to  stop 
listing  bogus  parts  in  its  database  as  a  possible 
cause  of  crashes,  according  to  four  independent 
soiu'ces:  a  senior  faa  official,  as  well  as  soiu-ces  in 
the  Ti'ansportation  Dept.,  the  airline  industry, 
and  congi-essional  staff.  Instead,  the  categoiy  has 
been  changed  to  the  more  innocuous-sounding  "unapproved 
parts."  The  faa  says  that  it  discussed  the  change  with  the 
NTSB,  but  did  not  pressure  the  board.  The  ntsb  denieS  it 
was  pressiu'ed.  The  sources  say  the  faa  also  changed  its  own 
database  last  year  to  show  far  fewer  accidents  attributed  to 
bogus  paits.  David  Fox,  supemsor  of  infoiTnation  management 
at  the  FAA,  says  the  agency  reconfigured  the  database  to 
make  it  more  accurate.  Some  accidents  attributed  to  bogus 
pails,  for  example,  were  actually  the  result  of  a  legitimate  pait 
used  incorrectly.  Fox  says. 

But  a  thi-ee-month  business  week  investigation  of  the  air- 
craft-paits  trade  has  revealed  that  bogus  parts,  including  fakes, 
used  parts  sold  as  new  or  refurbished,  and  new  parts  sold  for 
unapproved  piuposes,  have  found  then-  way  into  the  inventory 
of  eveiy  major  commercial  au-line  in  the  country.  "I've  got 
bad  paits,"  says  the  head  of  quality  control  at  a  U.  S.-based  dis- 
count airline.  "We've  all  got  'em,  but  who's  going  to  admit  it  and 
lose  his  job?  If  the  American  public  knew  what  was  out  there, 
it'd  scare  the  s —  out  of  them."  Not  even  Air  Force  One  is  ex- 
empt. Recently,  fii'e  extinguishers  intended  for  the  President's 
plane  were  found  to  be  falsely  certified  by  a  repaii'  station.  The 
station  pled  guilty  to  making  false  statements  to  the  faa. 

Rather  than  confront  the  problem,  the  faa  appears  to  have 
orchestrated  what  outside  critics  and  its  own  inspectors  have 
described  as  a  coverup  designed  to  hide  the  perils  of  bogus 


Mes  ii 
ttiiarter 
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for  the  Great  Lakes  Region  and  regional 
ness  agent  for  Professional  Airways  Systems 
cialists,  the  inspectors'  union.  "The  airhnes 
admit  they  have  a  bogus-parts  problem,' 
Wieckowski.  "The  faa's  top  brass  is  in  bed 
the  au'lines,  so  they  won't  acbnit  it,  either  Th 
ing  pubHc  is  getting  screwed." 
MORE  REPAIRS.  In  wiitten  responses  to  quesi 
the  FAA  said  it  has  made  available  to  the  pub] 
of  its  data  related  to  unapproved  paits,  except  in  cases  sti] 
der  investigation.  It  added:  "It  has  been  the  faa's  expen 
that  the  prevalence  of  counterfeit  parts  in  the  aviation  sy| 
is  quite  low."  Nevertheless,  last  fall,  the  agency  released 
port  fi'om  a  task  force  on  the  issue  that  outlined  a  plan  to| 
with  the  problem. 

Bogus  parts  are  certainly  not  routinely  causing  plani 
plunge  fi'om  the  sky.  Commercial  airliners  remain  one  oj 
safest  modes  of  travel.  From  1980  to  1992,  according  t 
National  Safety  Council,  the  fatality  rate  for  people  tra\B!i||{si|(|f 
by  car,  for  example,  was  37  times  gi-eater  than  the  rat 
people  traveling  on  scheduled  U.  S.  airlines.  The  real 
posed  by  bad  parts  is  whether  they  are  eroding  the  sy 
erected  by  the  industiy  and  its  regulators  that  produced 
enviable  record  of  safety.  The  dangers  reach  far  beyoni 
U.  S.  Many  airlines  in  developing  nations,  paiticulai'ly  in  J 
and  South  America,  "knowingly  and  openly"  install  bogus 
since  oversight  of  the  caniei-s  is  \Titually  nonexistent,  say 
bogus  parts  expert  with  extensive  overseas  experience 

Numerous  faa  inspectors,  who  spoke  on  the  conditi 
anonymity,  say  the  problem  of  substandard  parts  has  g 
dramatically  in  the  past  five  years.  That's  partly  becaus 
nation's  aging  au'line  fleet  needs  moi'e  repairs  and  more 
to  keep  flying — increasing  the  opportunities  for  bad  pai 
sneak  i/.  And  cash-strapped  staitups  outsource  much  of 


m 


sen 
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snance,  making  it  harder  for 
to  keep  tabs  on  the  work. 

vhile,  lax  oversight  makes  deal- 
bargain-priced  bogus  parts  far 

sky  than  some  other  lucrative 

al  activities.  "The  potential  for 

strophic  accident  due  to  sus- 

I  unapproved  parts  is  gi-owing 

IS  entered  the  stage  of  critical 
Howard  Davidow,  president  of 

-based  aviation  consultant  etc., 

?d  before  Congi'ess  last  yean 

[US  parts  have  already  caused 

•ous  private  and  commercial 

les  worldwide  to  crash,  killing 

5  of  people,  according  to  avia- 

dustrjf  records.  A  printout  of 

ernal  faa  database  obtained 

>INESS  WEEK  showed  that  from 

-0  1993,  bogus  parts  played  a 

1  at  least  166  U.  S.-based  air- 
accidents   or   less  serious 

ps.  Four  of  those  were  acci- 

involving  commercial  caniers  that  resulted  in  six  deaths. 
!tual  number  may  have  been  fai*  greater,  say  accident  in- 
ators  at  both  the  faa  and  the  ntsb,  since  it's  often  im- 
le  to  determine  the  cause  of  a  crash.  Sometime  in  the 
wo  years,  however,  the  faa  edited  that  database,  re- 
ying  accidents  that  had  been  attributed  to  bogus  parts, 
ays  many  cases  were  reattributed  to  "unapproved" 
to  reflect  unintentional  misuse  of  legitimate  paits.  In  its 
n  response,  the  faa  could  not  confu-m  that  any  change 
lade.  Som'ces  in  the  faa,  the  Transportation  Dept.,  con- 
mai  staff,  and  the  industry  say  the  change  was  a  way  to 
ize  the  problem. 

:  BOLTS.  Outside  the  U.  S.,  the  picture  is  even  more  trou- 
Crashes  include  a  Convair  580  belonging  to  Norway's 
lir  charter  airline,  which  disintegi'ated  22,000  feet  over 
Drth  Sea  in  1989,  kilUng  all  55  people  aboaitl  The  cause? 
erfeit  bolts  and  bushings  in  the  plane's  tail,  according  to 
3gian  aviation  officials.  Investigators,  who  were  able  to 
mble  the  wreckage  in  a  hangar,  said  the  plane's  tail 


EAGLE  EYE  ON  THE  GROUND 


A  United  mechanic  spotted  a 
fake  Pratt  &  Whitney  spacer 
(bottom  right,  real  one  at  left). 
Six  of  the  flight-critical  parts 
had  been  shipped  with  fake 
P&W  labels  (top  right).  The 
seller  got  seven  months 

shimmied  violently  as  the  bolts  came 
loose — and  fell  off  in  midair.  Lawyers 
for  the  now-defimct  au'Une  deny  the 
bogus  parts  caused  the  crash. 

A  Louisiana  crop  duster,  Billy 
Kenney,  was  killed  instantly  in  1992 
when  liis  plane  nosedived  shortly  af- 
ter takeoff.  Accident  investigators 
foimd  a  bogus  part  in  the  propeller's 
pitch-control  unit  that  had  been  in- 
stalled by  Eugene  Shanks,  a  local 
mechanic.  "As  far  as  I'm  concerned,  what  Shanks  did  is  tan- 
tamount to  murder,"  says  Clarice  Kenney,  Billy's  widow. 
Shanks  has  since  pled  guilty  to  making  false  statements  on 
maintenance  documents  and  paid  a  $10,000  fine.  Shanks'  at- 
torney denies  that  the  suspect  parts  caused  Kenney 's  death, 
and  Shanks  has  petitioned  the  ntsb  to  change  its  conclusion 
that  bogois  parts  led  to  Kenney's  crash. 

In  the  past  two  yeai's,  two  more  fatal  crashes  of  private  air- 
craft have  occiuTed,  including  a  Cessna  175  that  crashed  on 
takeoff  in  September,  1994,  in  Oklahoma  City,  killing  two 
people.  NTSB  investigators  found  that  bogus  engine  bearings 
led  to  the  accident.  Last  October,  another  pilot  was  killed  in 
Longmont,  Colo.,  when  a  bogus  propeller  failed  in  midflight. 

Opportunities  for  bad  parts  to  find  their  way  onto  com- 
mercial jets  are  myriad.  A  Boeing  747,  for  example,  has 
rouglily  6  miUion  parts.  By  the  time  it's  10  years  old,  many  of 
those  parts  will  have  been  replaced  five  times  or  more.  Air- 
lines, which  lose  $20,000  to  $100,000  in  revenue  each  day 
their  planes  are  gi'ounded,  depend  on  a  largely  unregulated 


How  Bogus  Airplane  Parts  Get  Laundered 


USED,  UHAIRWORTHY 
PART  TO  BE  SCRAPPED 


STOLEN  PART 


SUBSTANDARD  PART  COUN- 
TERFEITED IN  MACHINE  SHOP 


CHEAP  PART  INTENDED  FOR 
DIFFERENT  APPLICATION 


ACKINE  SHOP  smooths 
id  repaints  it  in  "strip- 
id-dip"  operation 


PARTS  BROKER  knows 
by  discounted  price 
that  part  is  stolen 


PARTS  BROKER  adds  false 
paperwork  saying  that 
part  is  airworthy 


PARTS  BROKER  adds  false 
paperwork  saying  it 
meets  tougher  specs 


ILLEGITIMATE  PARTS  BROKER  adds  false 
paperwork  saying  part  is  new, 
airworthy,  or  has  a  longer  remaining 
service  life 


ft:  BUSINESSWEEK 


FAA-APPROVED 
REPAIR  FACILITY 
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network  of  moi'e  than  5,UU0  di^alers  lu  keep  spares  in  stock. 

Unscrupulous  dealers  can  launder  parts  into  the  system  in 
a  number  of  ways.  Before  most  new  replacement  parts  can  be 
installed,  they're  supposed  to  cairy  papemork  indicating  that 
they  were  made  by  an  FAA-approved  manufacturer.  Over- 
hauled parts  must  be 
accompanied  by  a  yel- 
low tag  or  other  docu- 
ment saying  they  have 
been  inspected  and  repaired  in  accordance  with  faa  regula- 
tions. That's  important,  because  parts  have  to  meet  critical 
standards  for  strength  and  precision,  and  many  ai'e  certified 
for  only  a  specified  number  of  flying  hom's.  But  there  is  no  re- 
quirement to  track  who  buys  and  sells  a  part  as  it  wends  its 
way  fi'om  manufacturer  to  the  airlines.  Anyone  with  a  word 
processor  can  cook  up  fake  pa-  r^-- 
perwork,  and  yellow  tags  can 
be  bought  on  the  black  mar- 
ket for  $100  in  Miami,  a  center 
for  the  illegal-parts  trade,  ac- 
cording to  Detective  Luis 
Vergera,  a  bogus-parts  special- 
ist at  Miami's  Metro  Dade  Po- 
lice Dept.  The  faa  says  it's  the 
airUnes'  responsibility  to  make 
sure  any  part  they  install 
meets  regulatory  standards. 

One  Florida  mechanic, 
Frank  "Angel"  Molinaiis,  sold 
fake  FAA  yellow  tags  fi'om  the 
back  door  of  his  Florida  repaii' 
station — until  he  pled  guilty  to 
making  false  statements  in 
1993  and  was  sentenced  to  21 
months.  Molinaiis,  an  approved 
FAA    mechanic,    signed  the 

names  of  jockeys  lifted  from  Critics  say  Hinson  is 

the  sports  section  of  the  Mia-  dowplaving  the  issue 
nn  Herald  on  yellow  tags  tor  f  u 

numerous  bogus  flight-critical  Oecause  01  the  COSt 
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parts,  including  anti-ice  va' 
Similarly,  Russell  Fagan) 
FAA-hcensed  mechanic  in  Po]| 
ville,  Calif.,  confessed  to  sig] 
yellow  tags — for  a  fee — for 
parts  brokers,  who  then  soldi 
suspect  parts  to  major  carr] 
including  Northwest  Airlines 
and  Ti-ans  World  Airlines  Inc. 
gan  pled  guilty  last  year  to 
false  statements  and  was  f] 
$5,000.  Many  of  these  parts 
stni  be  flying;  investigators 
tracking  them  down  is  imposj 
because  in  some  cases,  there! 
record  of  where  they  weri 
stalled.  TWA  confuTned  the 
lem.  Northwest  says  it  repl| 
all  of  the  parts  in  its  fleet 
could  have  been  affected. 

Getting  a  part  to  attach  ti 
tags  isn't  hard,  either.  A  di 
machinist  can  whip  up  a  con 
ing  fake  of  the  highly  engine 
$30  bolts  that  hold  an  engine 
a  plane  for  about  $3.  In  o 
cases,  parts  that  are  made 
certified  for  one  use  are  sole 
another.  "How  am  I  suppose 
WW  the  ditference  between  a  $150  bolt  and  a  $2  bolt 
forged  papei-work?"  asks  Gany  White,  manager  of  qualit; 
surance  at  Gairett  Aviation  Services,  a  leading  aii*craft-n 
company  based  in  Phoenix.  "These  things  can  kill." 

Thei'e's  also  a  brisk  business  in  old  parts  that  are  sii 
shined  up  and  sold  back  to  the  airlines,  a  practice  know 
a  "strip-and-dip"  operation.  Law-enforcement  officials  sa; 
widespread.  "I  know  of  people  who  quit  nmning  drags 
switched  to  au'craft  paits  because  it  was  more  profitable," 
Detective  Vergera. 
EASY  BUCK.  A  dishonest  broker  can  buy  scrap  comprc 
blades  for  jet  engines  for  about  $1  apiece.  Those  blades 
then  be  smoothed,  coated,  and,  with  a  forged  yellow  tag, 
as  overhauled  foi'  up  to  $1,200  apiece,  according  to  aire 
parts  consultant  Peter  Friedman.  In  one  case,  a  repair  sti 

rewelded  w 
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Seven  FAA  inspectors  across  the 
countiy  say  supervisors  warned  them 
not  to  report  bogus-parts  cases 


out  tur 
blades.  The  bl 
broke  off  in  c 
ation,  dama 
the  engine  ( 
commuter 
craft.  "It's 
easy  to  lau; 
bad  parts  int( 
svstem," 
Paul  Philip, 
cial  agent 
charge  of  the 
ami  divisioi 
the  FBI,  w 
agents  have 
covered  num( 
strip-and-dip 
erators. 

Every  ir 
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Fve  got  bad  parts,"  says  an  airline  quality-control  chiel 
'We've  all  got  'em,  but  who's  going  to  admit  it?" 


Cover  Story 


Northwest,  United,  usAir,  and  twa — has  in  recent  years  un- 
knowingly bought  unsafe  or  defective  parts,  according  to 
coiu't  transcripts.  The  airlines  declined  to  comment  on  specif- 
ic cases.  In  many  instances,  transcripts  show,  at  least  some  of 
the  bogiis  parts  were  installed.  "There's  an  awful  lot  of  un- 
approved parts  flying 
around  out  there," 
confiiTOs  aviation  con- 
sultant Tony  Halsema, 
Federal  Express'  manager  of  technical  audit  until  mid-1994. 
The  airlines  say  they  are  aware  of  the  problem  and  have  set 
up  systems  to  ensure  that  such  parts  do  not  end  up  on  planes. 
Those  systems  include  buying  parts  only  from  appr'oved  ven- 
dors and  making  multiple  checks  during  receiving,  inspec- 
tion, and  installation.  The  ah'lines  also  say  they  have  backup 
systems  to  ensure  that  if  a  part  fails,  safety  isn't  imperiled. 

Tlie  FAA  usually  lumps  bogus  parts  into  the  far  broader  cat- 
egory of  unapproved  parts,  the  vast  majoiity  of  which  are 
l^robably  aii"worthy  and  simply  lack 
proper  papemork.  There  are  $45  bil- 
lion in  aircraft  parts  in  inventory  to- 
day, according  to  Canaan  Group,  an 
aviation  consultant.  The  faa  says  26 
million  j)arts  ai'e  installed  on  aiiplanes 
every  year  in  the  U.  S.  Even  if  only 
2%  of  them  have  been  intentionally 
substituted  with  counterfeit  parts,  as 
estimated  by  an  internal  faa  audit 
last  year,  that  still  leaves  more  than 
half  a  million  bad  paits  installed  every 
year.  The  FAA  says  the  sample  in  its 
audit  was  too  small  to  extrai)olate  the 
prevalence  of  counterfeit  parts. 

But  even  one  bad  part  can  be  real 
bad  news  at  30,000  feet.  In  1991,  a 
mechanic  at  United  noticed  something 
odd  about  what  were  supposed  to  be 
six  Pratt  &  Whitney  bearing-seal 
spacers  used  in  p&w's  jet  engines — en- 
gines installed  on  Boeing  727s  and 
737s  and  McDonnell-Douglas  DC-9s 
worldwide.  The  spacer's  proved  to  be 
counterfeit,  and  p&w  determined  that 
they  would  have  disintegTated  witliin 
600  hours  of  use,  compared  with  the 
20,000-hour  service  life  of  the  real 
part.  A  spacer  failure  in  flight  could 
cause  the  total  failure  of  an  engine. 
Investigators  traced  the  counterfeits 
to  a  broker  who  allegedly  used  un- 
su.specting  small  toolmakers  and 
printer's  to  fake  the  parts,  as  well  as 
phony  Pratt  &  Whitney  boxes  and 
labels.  The  broker',  Gar^  Shafer-,  pled  guilty  to  tr'afficking  in 
counterfeit  goods  and  r'eceived  a  seven-month  sentence  in 
1994.  United  confirTned  the  incident. 

THRIVING  MARKET.  Then  thei'e's  the  bur'geoning  and  pr'of- 
itable  tr-ade  in  stolen  aLrcr'aft  parts,  accor'ding  to  law-enfbi'ce- 
ment  agencies  ar'ound  the  countr'y.  While  stolen  parts  aren't 
counterfeits,  they  lack  authentic  ser-vice  histories,  so  a  buyer 
often  can't  tell  how  close  they  are  to  the  end  of  their  ser-vice 
lives.  As  a  business  week  reporter  listened  in,  a  confidential 
government  informant  in  Miami  telephoned  three  parts  bro- 
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ker-s  in  an  attempt  to  sell  a  stolen  constant-speed  drive,  a 
cial  component  that  sells  for  about  $100,000  new.  Every  br 
was  inter'ested  in  buying  the  piece  for  prices  that  rar 
from  $10,000  to  $25,000.  '1 

So  why  doesn't  the  faa  simply  require  that  all  partitB 
closely  tracked?  It  would  be  pr'ohibitively  expensive.  "Ifhf 
faa  required  the  airlines  to  trace  every  part  back  to  an 
proved  manufacturer,  we'd  all  go  out  of  business  tomorr; 
says  Michael  Rioux,  vice-president  for  engineering  and 
tenance  at  the  Air'  Tr'ansport  Assn.,  an  industr'y  group  n 
senting  21  lar-ge  U.  S.  airlines.  The  faa  says  it  reco, 
"the  need  for'  additional  guidance  dealing  with  the  issue  of 
imientation  of  parts"  and  says  it's  developing  standar'ds  to 
airlines  ensure  that  any  parts  they  r-eceive  ar'e  legitimate 

The  faa's  dilemma  underscores  a  fundamental  conflict 
numer'ous  sources  claim  has  led  the  agency  to  cover  u}:|if 
problem  of  bogus  parts.  As  has  often  been  pointed  out  sn 
the  Valu.Iet  cr'ash,  the  FAA  has  a  dual  mission:  pr'omotingju 


CLARICE  KENNEY 


The  NTSB  says 
bogus  parts  caused 
the  crash  that 
killed  Kenney's 
husband,  Billy 


business  of  aviation  while  ensuring  aviation  safety.  The ; 
goals  are  often  incompatible,  and  dozens  of  cr'itics  say  theA. 
has  long  err'ed  on  the  side  of  commerce,  with  its  current 
ministr-ator-,  David  Hinson,  continuing  the  tradition.  "The* 
worships  at  the  altar  of  industr'y  gr'oups.  It's  a  simple  mice 
of  economics.  Tlie  ah'lines  can't  affor-d  to  clean  up  the  prolyl 
so  the  FAA  lets  the  bad  parts  fly,"  says  the  faa's  James  iJl; 
national  br-anch  agent  for-  the  flight  inspectors'  union.  He'bc 
the  only  one  concer-ned.  "We  believe  the  FAA  is  not  fullyfe 
closing  the  extent  of  the  problem  and  is  not  aggressivel;^ 
for-cing  existing  r-egulations,"  charges  Senator  William  SjI 
hen  (R-Me.),  chair-man  of  the  Oversight  of  GoverniJn 
Management  subcommittee,  which  held  hearings  last  Mg  o 
whether'  unappr'oved  parts  pose  a  threat  to  aviation  saf(/. 

Mar-y  Schiavo,  inspector  gener-al  of  the  Tr-ansportation  Ipt 
the  faa's  parent,  began  investigating  the  faa's  handlir  ( 
the  pr'oblem  in  1991,  when  the  agency  failed  to  give  her  (3c 
the  cooper'ation  it  needed  on  a  bogirs-parts  case.  "We  shoibi 
have  to  wait  for  another  plane  to  drop  out  of  the  sky  foxi 
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en  Concorde  climbs  to  its  cruising  altitude 
16,000  m,  it  demonstrates  its  unique 
mer  of  fusing  advanced  aerodynamics 
unrivalled  performance  with  pure  beauty, 
ftly,  unerringly,  it  will  cover  an  ocean's 
idth  at  2,200  k.p.h.,  leaving  all  other  civi 
ners  far  behind. 

ived  from  a  line  of  larger-dimensioned 
:hanical  chronographs  with  strongly 
inical  looks,  Breitling's  Chrono  Cockpit 
compact  instrument  with  trim,  rounded 
s.  Its  new,  miniaturized  selfwinding 
:hanical  movement  combines  extreme 
iracy  and  an  extended  power  reserve, 
'ervious  to  the  effects  of  water  and  air,  its 
i  steel  case  sets  off  an  18K  gold  rotating 
el  and  a  two-tone  dial  in  the  finest 
ITLINC  tradition. 


Oversized  calendar  digits.  Power  reserve  in 
excess  of  42  hours. 

Unidirectional  ratcheted  rotating  bezel  in  18K 
gold  with  steel  rider  tabs. 

Case  water-resistant  to  100  m  with  glare- 
proofed  cambered  sapphire  crystal  and  screw- 
locked  crown  and  back. 

Steel  case  with  18K  gold  bezel.  Also  available 
in  steel,  with  two-tone  finish  and  I8K  gold 
rider  tabs  or  in  solid  18K  gold. 

Available  with  three  types  of  leather  strap 
with  either  tang-type  buckle  or  folding  clasp, 
or  else  with  Pilot  or  Rouleaux  bracelet. 
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"I  know  of  people  who  quit  running  drugs  and  switchec  j 
to  aircraft  parts  because  it  was  more  profitable"  I 


Cover  Story 


p"AA  to  take  action,"  said  Schiavo,  whose  outspoken  criticism  of 
the  FAA  following  the  ValiJet  crash  has  made  her  controversial. 

Tlie  faa's  response  to  the  problem  of  bad  pails  has  gone  be- 
yond simple  denial.  It  strongly  discourages  its  own  safety  in- 
spectors fi-om  addressing  the  issue  and  has  liindered  other  au- 
thorities' investigations, 
according  to  more  than 
20  sources,  including 
Ti-ansportation  Dept. 
investigators,  FBI  special  agents,  local  prosecutors,  law  en- 
forcement officers,  and  numerous  FAA  employees  who  have  re- 
quested anonymity.  Tlie  faa  has  tlireatened  to  fire  or  demote 
staffers  who  publicly  state  that  bogus  jjaits  ai'e  a  safety  threat, 
say  numerous  faa  inspectors.  "Acknowledge  the  problem  pub- 
licly, and  that's  the  end  of  yom-  cai'eer,"  says  one  senior  faa  of- 
ficial who  works  closely  with  Anthony  Broderick,  the  faa's  as- 
sociate administrator  for  I'egulation  and  certification  as  well 
as  the  agency's  top  safety  watchdog.  Seven  faa  inspectors 
across  the  countiy  confirmed  to  business  week  that  they  had 


been  warned  by  their  supei-visore  not  to  report  bogus-paits  cas- 
es. Senat(jr  Cohen  has  asked  Attorney  Genei-al  Janet  Reno  to 
investigate  whether  the  faa  is  tiying  to  identify  one  of  its  in- 
spectors who  testified  anonymously  before  CongTess  about 
problems  at  the  agency.  "Tlie  top  bi-ass  at  the  FAA  has  been  cov- 
eting up  the  bogus-paits  problem  for  yeai-s.  It's  larger  than  any- 
body can  imagine.  But  if  they  aclvnowledge  the  problem  now, 
they'd  have  to  admit  they  haven't  been  doing  their  job  for 
years  and  that  the  airlines  aren't  safe,"  says  one  veteran  FAA 
flight-safety  inspector  who  spoke  on  condition  of  anonymity.  Tlie 
FAA  said  it  can't  determine  whether  threats  were  made  to  in- 
s]3ectoi's,  but  that  such  tlii'eats  would  be  luiacceptable  to  FAA  se- 
nior management.  It  also  says  it  is  working  to  improve  its 
support  of  law-enforcement  efforts. 

Last  yeai''s  moves  to  downplay  or  eliminate  use  of  the  terni 
"bogus  part"  in  the  faa  and  .ntsb  databases  were  part  of  the 
same  effort  to  disguise  the  extent  of  the  problem,  say  soui'ces 
in  the  FAA,  the  Ti*ansportation  Dept  .,  and  othere.  Scoffs  Schiavo: 
"That's  one  way  to  fix  the  bogus-jiaiis  jiroblem:  Just  pretend  it 
doesn't  exist  by  changing  a  computer  program." 
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Industry  insiders  say  the  airlines  are  also  eager  to  ajij 
pubUcity  on  the  subject  of  bogus  parts.  "If  I  had  reporteom 
gus  parts  while  at  Northwest,  I'd  have  been  fired,"  ijs 
aviation  consultant  James  Frisbee,  Northwest's  manager) 
quality  assiu'anc^  until  1992,  who  made  discreet  calls  to  'hi 
his  counterparts  at  other  airlines  when  he  found  bad  ji^ 
rather  than  report  the  incidents  officially.  Other  current|| 
former  quality-assurance  executives  at  major  air  carr^ 
including  American  and  Delta,  report  the  same  constrajll 
Northwest  says  it  expects  employees  to  report  bad  pNi 
Delta  denies  that  it  restricts  its  employees  fi'om  reporting 
giis  parts.  American  declined  to  comment.  All  the  airlineai| 
they  have  safeguards  to  detect  substandard  parts.  i ' 
The  plane-maintenance  industiy  includes  fom-  major  gr(| 
but  the  FAA  regulates  only  three:  the  manufacturers 
make  the  parts,  the  repair  facilities  that  maintain  them,i 
the  au'craft  operators  that  fly  with  them.  The  faa  says  r! 
lating  brokers  would  be  expensive  and  would  probably  no\ 
ter  those  tiri)kers  bent  on  breaking  the  law.  Instead,  p| 

working  to  develop  aii 
creditation  progi-am  foij 
the  5,009-plus  compai 
that  distribute  aini 
parts. 

"LUCKY."  Although  m\$ 
gations  of  fraudulent! 
craft  parts  launched  bjl| 
Transportation  Dept.'s  (f 
of  the  inspector  ger^^ 
have  led  to  164  indictnri 
and  130  convictions  ^jl 
1990,  such  actions  hav(j 
proven  to  lie  much  of  h 
ten-ent.  Airlines  rely  oi| 
gle-eyed  mechanics  or 
ity-control  inspectors! 
spot  unsafe  parts  thai| 
rive  with  forged  docui! 
tation.  In  1989,  a  Delt 
spector  noticed  an  odd 
on  an  engine  mount  cJf 
bolt  nut — the  part  that^ 
tens  the  engine  to  the! 
plane  on  Boeing  727si 
737s.  He  checked  fur^ 
and  Delta  detenninedlH 
the  nuts  were  counteiji 
Although  the  carr 
names  have  never 
made  public,  the  fake 
were  found — and  quickly  removed — fi'oni  planes  then  flyinfc 
sevei-al  major  auiines,  including  Northwest,  according  to  ii 
bee.  "It  was  lucky  none  of  the  engines  fell  off,"  .says  Friie* 
Delta  confii'ined  the  discovery  of  the  counterfeit  bolts. 

Americans  have  long  benefited  from  the  best  recoi|  < 
aviation  safety  in  the  world.  For  decades,  faith  in  the  sAl 
and  integiity  of  the  au-ways  was  a  given.  But  now,  it  applr; 
that  system  is  in  serious  jeopai'dy  as  airlines  look  to  hold  (W 
costs,  regnlatoi-s  lean  toward  the  imperatives  of  commerce'ii 
a  burgeoning  underworld  of  traffickers  seeps  into  a  regutt 
ry  vacuum.  "Aren't  they  supposed  to  make  sure  these  plM 
are  safe?"  asks  Zwig,  the  passenger  who  escaped  the  buiiii 
ValuJet  plane  in  Atlanta.  It's  a  good  question. 


At  private  facilities  iil<e  this, 
parts  can  be  salvaged  and 
resold  legitimately-or  not 


INSTEAD  OF  REITERATING 
generalities  like  experience,  exper- 
tise, good  service  -  which  you  as  a 
bank  customer  rightly  take  lor 
granted  -  we  make  a  simple  prom- 
ise: Wc  have  stood  by  our  clients 
tor  134  years  and  won't  change 
our  ways  now. 

UBS,  foiDKled  m  1862,  group  assets  $  336 
b)i,  sl)areholders'  equity  $  21  bn,  cash  flow 
$3  bn.  Corporate  and  Institutional  Finance, 
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p^lj/nm  THE  ENGINEERS  at  Acura  were  told  to  design 
thing  "cutting  edge,"  they  took  the  words  quite  hterally. 
The  resiih  may  well  be  the  most  exciting  luxury 
:s  coupe  to  date.  The  new  Acura  2.2CL. 
Consider  its  sweeping  profile  and  the  subtle  crease 


4-wheel  double-wishbone  suspension  on  16-inch  alloy  wheels 
delivers  a  smooth  ride  while  holding  the  road  like  a  loved  one. 

In  the  roomy  yet  intimate  cabin,  you'll  find  the  look 
of  rich  wood  trim,  an  Automatic  Climate  Control  System,  a 
power  moonroof  and  a  six-speaker  CD  sound  system. 


bisects  this  car  from  the  grille  to  sculpted  trunk-which, 
;s  to  a  unic]ue  security  system,  is  not  marred  by  so  much 
teyhole.  But  naturally,  the  beauty  of  the  Acura  CL  goes 
eeper  than  its  striking  body.  A  responsive,  2.2-liter 
Z  engine  belts  out  a  tribute  to  its  racmg  heritage.  The 


Designed,  engineered  and  built  in  America,  the  Acura 
CL  manages  to  be  something  that  is  increasingly  rare  in  a 
luxury  sports  coupe:  an  automobile  that  doesn't  just  cut 
through  the  wind,  it  cuts  through  the  clutter. 

For  more  information,  call  1-800-TO-ACURA, 
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strategies,  productivity  aij 
communication  tactics. 


li 


More  Than  an 

Exposition 
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IME  TO  PUT  AWAY 
WE  CHECKBOOK 

,  Fleet  needs  to  bring  order  to  its  furious  expansion 


spending  on  who's  doing  the  talk- 
ing, Terrence  Murray  is  either  a 
growth-crazed  megalomaniac  or 
the  nation's  most  briUiant  banker, 
in  the  mid-  and  late  1980s,  the 
lan  and  ceo  of  Fleet  Financial 

Inc.,  then  based  in  Providence, 
watched  as  hundreds  of  small 

similar  to  his  own  were  being 
t  up  or  wiped  out.  By  the  1990s, 
s,  "it  appeared  there  might  not  be 
irge,  indigenous  New  England 
5]  left."  To  Murray,  a  tough, 
1  strategist  no  matter  who's  doing 
Iking,  it  was  a  simple  question  of 

be  eaten. 

ray  resolved  to  eat.  He  proceeded 
liestrate  one  of  the  most  brazen 
tion  binges  the  industry  has  ever 
3y  buying  a  staggering  78  banks 
f  you  count  banks  previously  ac- 
by  those  78),  he  turned  a  little- 
Rhode  Island  bank  into  the  na- 
llth-largest,  with  an  estimated 


.$90  bilhon  in  assets.  Fleet  is  now  the 
largest  bank  in  New  England.  "There's 
no  bank  in  America  that  has  the  pene- 
tration in  its  indigenous  market  that 
we  have,"  he  says.  In  Apiil,  he  said  at  a 
shareholders'  meeting:  "I'm  not  saying 
bigger  is  better.  But  big  is  where  it  is 
today." 

INDIGESTION.  Fleet's  rapid  gTow1.h,  wliile 
extreme,  has  produced  some  downside 
effects  that  graphically  highlight  the 
perils  of  the  banking  industiy's  dramat- 
ic consolidation.  In  the  process  of  vault- 
ing into  the  big  leagues.  Fleet  has  en- 
dured a  mammoth  case  of  indigestion, 
which  debilitated  many  of  the  bank's 
operations  and  depressed  its  financial 
performance.  Murray  readily  concedes 
"problems"  as  the  price  of  survival. 
"We've  all  known  there  would  be  dis- 
inptions"  which  "creates  some  levels  of 
anxiety."  But,  he  adds,  "that  was  all  in 
the  game  plan."  Fleet  is  now  integi'ating 
two  new  acquisitions — Shawmut  Na- 


SIGN  OF  THE  TIMES:  Integrating 
NatWest  will  be  Fleet's  next  trick 

tional  Corp.,  for  which  Fleet  paid  $4.5 
billion,  and  NatWest  Bank,  costing  up  to 
$3.6  billion.  The  deals  have  doubled 
Fleet's  size  and  will  offer  a  new  test  of 
whether  Muiray  can  be  as  accomplished 
a  day-to-day  manager  as  he  is  an  em- 
pire builder. 

Perhaps  Fleet's  most  serious  short- 
coming has  been  its  dealings  with  cus- 
tomers, who  too  often  have  gotten  lost 
in  the  shuffle.  The  nadir  was  an  ag- 
gi'essive  program  two  years  ago  to  re- 
duce ballooning  costs.  It  caused  such 
serious  difficulties  in  retail  operations 
that  the  bank  had  to  create  "swat 
teams"  to  repair  them.  Customers  had 
to  endure  such  ills  as  rapid  turnover  of 
account  officers,  processing  errors,  and 
ever  changing  administrative  proce- 
dures. Some  clients  took  their  business 
to  other  institutions.  "Fleet  is  in  the 
business  of  buying  banks,  not  in  the 
banking  business,"  complains  Raymond 
J.  Kinley  Jr.  of  Clough  Harbour  &  As- 
sociates in  Albany,  N.  Y.,  a  consulting 
engineering  firm  that  pulled  its  loan 
business  away  fi"om  Fleet  in  1993. 

Fleet  also  has  been  dogged  by  re- 
current snafus  and  scandals.  These  in- 
clude widely  publicized  assertions  of  dis- 
criminating against  minorities  in  its 
lending  and  promotion  practices  and  of 
overcharging  mortgage  customers.  One 
episode,  involving  allegations  that  its 
consumer-finance  unit  participated  in 
scams  to  overcharge  second-mortgage 
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boiTowers,  provoked  a  lawsuit  and  a 
60  Minutes  expose. 

Fleet  General  Counsel  William  C. 
Mutterperl  agrees  that  "mistakes 
were  made"  at  the  finance  unit, 
which  was  recently  put  on  the  block. 
Robert  J.  Higgins,  head  of  commer- 
cial lending,  says  management  had 
ignored  the  Atlanta  subsidiary  be- 
fore the  mistakes  began  surfacing 
in  1991.  "We  thought,  they're  mak- 
ing money,  so  if  nothing's  broke,  no 
need  to  fix  it,"  he  says. 
LEVITATION  ACT.  These  bungles, 
along  with  steep  acquisition-relat- 
ed costs,  have  helped  drag  down 
the  bank's  financial  ijerfonnance.  Its 
return  on  equity  has  lagged  behind 
the  Keefe,  Bruyette  &  Woods  Inc. 
bank  index  eveiy  year  since  1990 
except  1994.  Revenue  growth  has 
remained  anemic,  in  part  because 
of  the  poor  New  England  economy. 
In  absorbing  acquired  banks,  man- 
agement gave  short  shrift  to  at- 
tracting new  customers  and  devel- 


halt,  Fleet  executives  say.  S(ie 
5,500  jobs  were  eliminated.  "Tcy 
tries  to  do  the  right  thing," 
one  senior  employee  who  left  at 
year  But  in  slashing  costs,  he  'at 
into  the  muscle  of  the  bank,"  d- 
ously  damaging  morale. 

The  cost-cutting  has  exacer  t 
ed  the  challenge  of  consolidatir:! 
huge  array  of  disparate  data  ^ 
tems,  bank  branch  procedures,  ^ 
corporate  cultures.  That  has  in- 
duced many  angry  customers  co- 
plaining  about  everything  fromit 
nor  inconveniences  to  major  snta 
Anne  M.  Slatteiy,  a  former  Citit'ft 
executive  who  now  heads  Flc's 
retail  operations,  acknowledges  at 
Fleet  had  significant  operatiifli 
problems  in  the  branch  system.  « 
has  data  confirming  that  thrc(i 
^  part  of  1994  and  much  of  last  jff 
the  bank  dropped  well  below  itir. 
(lustry  peers  in  several  major  -r 
vice  areas.  Slattery  says  the  p'j 
lems  in  Fleet's  retail  operations  i-i 


oping  new  products  and  services.  NUiRRAV:  Disruptions  were  "all  di  the  game  plan"  now  under  control.  "The  import 


primarily  on  middle-market  lending, 
with  $4.5  billion  in  assets.  As  he  ac- 
quired more  banks,  he  sought  to  make 
Fleet  the  No.  1  or  No.  2  player  either 
regionally  or  nationally  in  a  number  of 
large  markets,  including  mortgage  lend- 
ing and  consumer  banking. 

Fleet's  biggest  break  came  in  1991 
when  it  bought  the  failed  Bank  of  New 
England  from  the  federal  government. 


"Fleet  has  a  very  high  capacity  to 
integrate  acquired  companies  and  im- 
prove efficiencies,"  says  Keefe  Brayette 
analyst  Thomas  F.  Theurkauf.  "Where 
the  jury  is  still  out  is  whether  or  not  it 
can  gi'ow  or  nurture  the  business." 

Murray  insists  the  worst  is  over. 
Wliile  a  handful  of  analysts  remain  skep- 
tical, he  has  promised  not  to  buy  any 
more  large  banks  until  at  least  1998, 
giving  management  time  to  assimilate 
the  cuiTent  acquisitions. 
In  recent  weeks,  Mur- 
ray has  been  telling  in- 
vestors   that  profits 
should  rebound  sharply 
by  the  end  of  1997  to 
reach  $1.4  billion,  up 
from  $700  million  in 
1995.   Many  analysts 
have  been  upgrading 
their  opinions  of  Fleet's 
prospects,  and  as  a  re- 
sult, Fleet's  stock  has 
been  hitting  new  highs. 

Whether  the  levita- 
tion  continues  will  de- 
pend on  whether  Murray  can  deliver     The  huge  acquisition  catapulted  Fleet 
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on  his  promises.  The  stocky.  Harvard- 
educated  banker  with  blue-collar  roots  is 
a  career  F\eet  employee.  But  he  sees 
himself  as  a  breed  apart  fi'om  the  typi- 
cal gray  banker  He  is  known  for  his 
blunt  talk.  He  readily  says  that  he  aims 
for  B  retail  service  to  customers  instead 
of  A  service  because  A  service  is  too 
expensive. 

When  Murray  took  over  in  1982,  at 
age  42,  Fleet  was  a  small  bank  focused 


into  big-league  banking,  making  it  New 
England's  third-largest  bank  behind 
Bank  of  Boston  Corp.  and  Shawmut. 
But  it  also  sent  costs  skyrocketing.  In 
1993,  Murray  launched  Fleet  Focus,  a 
massive  cost-cutting  and  revenue-boost- 
ing campaign  directed  by  consultant 
Chandrika  Tanden.  Developing  it  occu- 
pied nearly  all  senior  management's  time 
for  seven  months  and  brought  virtually 
all  new-product  development  efforts  to  a 


thing  is  we  now  have  mechann; 
in  place  where  we  can  identify  an  i 
and  solve  it  quickly,"  she  says. 
CLOCK  WATCHERS.'  Commercial  len 
operations  have  undei'gone  similai' 
moil.  Some  boirowers  ai-e  still  peeve  ■< 
a  result  of  the  credit  crunch  of  the  i 
ly  1990s,  when  Fleet,  like  many  bf : 
shut  off  credit  to  some  companies  u  t 
pressure  from  regulators.  Fleet  F>. 
and  the  mergers  also  left  some  eo' 
rate  customers  fiiis 
ed  by  the  high  turn ; 
among  account  off 
and  the  lack  of  co ; 
nient  products. 

The  chief  execi 
of  a  midsize  compai 
New  York  moved  n- 
of  its  business  accoii 
from  Fleet  in  199^'a 
ter  being  a  custc  t 
for  more  than  30  y  r 
He    says    his  y' 
branch  took  clockio 
the  wall  because  li 
bank  didn't  want  i 
tomers  to  be  reminded  how  long 
had  been  waiting  in  line.  Then  he  hjj 
through  the  gTapevine  that  Fleet! 
offering  smaller,  less  established 
panies  loans  at  significantly  lower  :h 
than  he  was  getting.  Even  though  ]3i 
made  a  competitive  offer,  he  decid(;.l 
go  with  a  rival  lender  because  "i« 
hstened." 

Since  then,  the  executive  says  bp 
had  more  troubles  with  Fleet  oveh 
personal  accounts.  The  bank  appro^J 
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all  over  the  world." 
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FTD,  a  company  known  the  world  over  for  its  fine  floral 
arrangements,  needed  to  streamline  its  international  order 
process.  Tiie)  used  to  rely  on  fax,  phone,  telex  and  cable 
to  transmit  orders. 

"Sprint  helps  us  process  orders  in  half  the  time." 

Sprint  put  FTD  on  its  global  data  network.  Now,  florists  can 
transmit  information  instantly.  So  a  florist  in  Indonesia  can  send 
an  order  directly  to  a  florist  in  England,  or  an^'where  else  in  the 
world,  with  exceptional  speed  and  accuracy. 

"Our  business  is  blooming  all  over  the  world!" 

Now,  Sprint  helps  F  I'D  florists  in  over  l43  countries  send 
more  flowers,  to  more  people,  worldwide  than  ever  before. 

Find  out  how  Sprint  Business  can 
help  grow  ) our  business,  too. 
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mortgage  for  him,  lost  the  paper-work, 
and  then  didn't  honor  the  original 
promised  rate — and  no  one  could  solve 
his  problem,  he  claims.  At  the  same 
time  another  Fleet  unit,  Fleet  Invest- 
ment Advisors  Inc.,  which  administered 
his  company's  pension  fund,  erred  on 
employee  statements  and  couldn't  re- 
solve them.  "It  was  a  comedy  of  er- 
rors," he  says.  Whenever  he  tried  to 
get  a  problem  resolved,  he  says,  Fleet 
units  "all  pointed  fingers  at  each  other" 
ANGRY  GEEZERS.  Some  customer  dis- 
satisfaction has  been  deliberate.  Fleet 
has  been  trying  to  get  rid  of  unprof- 
itable customers.  A  case  in  point  is  New 
Bedford  Institute  for  Savings  in  New 
Bedford,  Mass.,  a  small  tluift  that  Fleet 
recently  gobbled  up.  The  bank  not  only 
closed  many  branch  offices  but  also 
di'opped  the  basic  savings-account  rate 
to  as  low  as  1% — a  rate  then  competi- 
tive with  other  large  commercial 
banks — ^instead  of  the  3%  customers  had 
been  getting.  That  angered  many  of  the 
thrift's  older  customers.  Murray  admits 
that  elderly  clients  of  small  thiifts  swal- 
lowed by  Fleet  have  been  inconve- 
nienced. "Certain  customers  get  priced 
out"  of  the  bank,  MioTay  says.  Although 
he  says  he  expected  to  lose  up  to  12% 
of  thrift  customers,  attrition  has  only 
been  about  5%. 

MuiTay  is  now  looking  beyond  inte- 
gi"ation  to  rebuilding  Fleet's  sluggish  rev- 
enues. "We  now  have  6  million  cus- 
tomers," says  MiuTay.  "The  cjuestion  is, 
how  can  we  capture  a  gi-eater-  share  of 
then-  business?"  He  plans  to  sell  them  a 
broader  range  of  products,  fi'om  mutual 
fluids  to  moitgages  to  pereonal-computer- 
based  banking  and  insiu'ance.  He  points 
out  that  70%  of  Fleet's  customers  did 
not  bank  with  Fleet  three  to  five  years 
ago.  Cliief  Financial  Officer-  Eugene  M. 
McQuade  says  spending  on  new-product 
develoijment  is  being  i-atcheted  up  to  $60 
million  this  year  and  to  $100  million  in 
1997,  fi-om  less  than  $25  million  in  1994. 

Many  observers  ai'e  betting  on  Mur- 
ray. Says  UBS  Securities  Inc.  analyst 
Thomas  Hanley:  "I  think  a  lot  of  con- 
cerns have  been  way  overdone  and  in  a 
year,  when  the  dust  settles,  the  prof- 
itability ratios  and  the  efficiency  ratios 
will  be  improved  and  customer  retention 
is  going  to  be  fine." 

Perhaps.  There's  no  question  that 
Murray  has  pr-oven  his  skills  as  a  deal- 
maker  and  cost-cuttei-.  Now  the  I'eal  test 
will  be  whether  liis  bank  can  be  as  pop- 
ular with  its  customers  and  emjjloyees 
as  it  is  with  its  investment  bankers. 

By  Geoffrey  Smith  in  Boston,  with 
Phillip  L.  Zweig  and  Alison  Rea  in 
Neiv  York 
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CHINESE  FUTURES  MAY  HAVE 
A  FUTURE  AFTER  ALL 

After  a  crackdown,  some  exchanges  are  coming  back  to  life 


aiao  Gang,  chairman  of  the  Beijing 
Commodity  Exchange  Ltd.,  is  used 
to  meeting  people  skeptical  of  his 
work.  The  fii"st  Chinese  member  of  the 
Futures  Industry  Assn.,  Qiao  traveled 
this  spring  to  the  U.  S.-based  gToup's 
convention  in  Boca  Raton,  Fla.,  telling 
bemused  investor's  that  Chinese  futur-es 
are  aniving  on  the  wor-ld  stage  despite 
a  series  of  setbacks  and  scandals.  "The 
market  is  gr'owing  very  fast,"  Qiao  says. 
Indeed,  periiaps  too  fast.  As  in  other 


■ 
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industries,  Chma  is  aspiring  lu 
enter'  the  a  global  mar-ketplace 
before  it  wor'ks  out  the  laws 
and  r-egulations  needed  to  in- 
spire confidence.  In  commodi- 
ties, tr'ading  technology  has 
sprinted  ahead,  but  manipula- 


and  other  key  commodities  when  ^ 
prices  threatened  to  spar-k  inflation 
To  survive,  the  remaining  excha: 
have  embr'aced  technology.  Compi 
equipped  tr'aders  can  dial  in  via  sat 
fr'om  anywher'e  in  China,  opening 
mar'kets  to  all  comers.  "I  don't  net 
be  the  Premier's  cousin  to  jump 
says  Paul  Shang,  senior  directo 
Asian  development  at  the  Chicago 
cantile  Exchange,  who  has  pr'ovide( 
si-stance  to  the  Chinese  exchanges, 
STEEP  LOSSES, 
many  others  doubt 
the  freewheeling  i 
ets  can  fulfill  key 
tions.  In  the  rusl 
launch  new  exchar 
ordinary  citizens  sufl  ^q,,^ 
steep  losses  tradin 
many  unlikely  comn 
ties — fi'om  waterm( 
to  cigar-ettes.  Even 
ter-  capitalized  excha 
have  had  trouble  en 
ing  r'ules.  Tr'ader's 
manipulated  prices 
walked  away  from  Ic 
tr-ansactions.  But  nov 
exchanges  are  intrc 
ing  better  contr'ols 
Beijing  exchange  m 
investors  post  mar 
befor-e  a  trade  cai 
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The  chairman  of  the 
Beijing  exchange 
wants  the  West  to 
know  Chinese 


tion  has  disr-upted  markets  and  futures  have  arrived  consummated. 


shaken  investors,  leading  Bei- 
jing to  ban  a  host  of  active  contracts 
and  shutter  two  dozen  exchanges.  Still, 
the  news  isn't  all  bad.  Remaining  ex- 
changes have  str'engthened  risk  controls 
and  intr'oduced  advanced  teclmology.  Tire 
government,  meanwhile,  is  easing  some 
r'estr-ictions  and  r-ecently  encour-aged 
state  enterprises  to  hedge  in  the  ftitiu-es 
mar'kets.  Regulator-s  have  also  appr-oved 
futur-es  tr-ading  in  nine  commodities  and 
limited  trading  in  27  other's. 

Beijing's  watchdogs  have  made  it 
clear  that  they  won't  allow  the  ex- 
changes to  gTow  beyond  their  contr-ol. 
The  biggest  r'egnlator-y  action  to  date 
came  when  the  goverimient  shut  down 
trading  of  bonds — China's  only  financial 
futur-e — after-  a  Barings  PLC-style  blomip 
last  year  in  Shanghai.  The  gover-nment 
also  banned  futur-es  on  gasoline,  sugar. 


[•pile 


Mm 


Additional  govern^ 
interfer-ence  remains  the  biggest  thn 
Chinese  futur-es.  So  far-,  multinati 
have  steer-ed  clear-  of  the  exchanges 
lieving  the  gover-nment  will  put  ce 
contr'ol  ahead  of  mar-ket  integiity.  "I 
think  they'r-e  anywher'e  near-  lettinj 
mar-ket  wor-k  on  its  own  volition,"  i 
Car-gill  Inc.  CEO  Er-nest  S.  Micek.  1 
outsider-s  r-ule  out  mvesting  imtil  01 
cur-r-ency  becomes  fully  conver-tible. 

Despite  official  denials,  some  outs 
say  that  Beijing  will  eventually 
the  mar-ket  to  for'eigTier-s.  "They'll 
to  allow  foreign  par'ticipation,"  sa 
Hong  Kong  analyst.  "They  need  tb 
uidity."  If  that  happens,  Qiao 
won't  have  as  much  tr-ouble  gettini 
pie  to  take  his  exchange  seriously. 

By  Greg  Burns  in  Chicago, 
Dave  Lindorff  in  Hong  Kong 


,FSS  WFFK  /  lUNF  10  1996 


c 


BusinessWeek 


1^'  V;.\  ••  ADDRESS  'II 
;  .  DIRECTaftY..  II 


tisement 


e  Systems  Inc. 

/www.adobe.com/?BW 

iced  Micro  Devices 

'www.anid.com 

'www.aetna.coni 

lea  West  Airlines 

'www.amcricawcst.com 

imerican  Institute  of 
tects 

'www.aia.org 

ican  Power 
:rsion 

'www.apcc.com 

imerican  Stock 
inge 

'w\w.amex.com 
itech 

'www.ameritech.com 


'www.amp.coni 

:sen  Consulting 

'www.ac.com 

:  Computer 

'wv.-w.apple.com 

r  Andersen 

'www. 

rAridersen.com 

Computer 

'www.ast.coni 

r 

'www.att.com 
isches 

ministerium 

'www.bayern.de 

Ltlantic 

/wAw.bell-atl.com 


Cadillac 

littp;//www.cadillac.coni 
Canon 

littp://www.canon.coni 
Chase 

http://www.chase.com 

Chevrolet  Motor  Division 

http;//www.chevrolet.com/car 

Chrysler 

http://www.chryslercorp.com/ 

Cisco  Systems 

http://www.cisco.com 

Cobra  Golf 

http://www.CobraGolf.com 
Compaq 

http://www.compaq.com 

Computer  Associates 

http://www.cai.com 

Consolidated  Freightways 

http://www.cnt.com 

Delta  Air  Lines 

http://www.delta-air.com 

Deutsche  Telekom 

http://www.dtag.de 

Digital  PC 

http://www.pc.digital.coni 

Exide  Electronics 

http://www.exide.com 

Federal  Emergency 
Management  Agency 

http://www.tenia.gov 

FedEx 

http://www.tedex.com 

Florida  Power  &  Light 

http://www.tpl.com 


Ford 

http://www.Ford. com/ 
Fujitsu 

http://www.tuiitsu.com 

Gateway  2000 

http://www.geis.coni 

GE  Information  Services 

http://www.geis.com 

General  Motors 

http://www.gni.com 

Hewlett-Packard 

http://www.hp.com 

Honda 

http://www.honda.com 
IBM 

http://www.ibm.coni 
Informix 

http://www.intormix.coni 
Intel 

http://www.intel.coni/ 

International  Institute  for 
Management  Development 

http://\vww.inid.ch/ 

Janus  Funds 

nttp://networth.galt. 
com/janus 

Kodak 

http://www.kodak.com/ 

Kingston  Technology 

http://www.kiiigston.coni/ 
bw.htm 

Lexus 

http://www.lexususa.com 
Lotus 

http://www.lotus.com 


MCI 

http://www.nici.coni 
Microsoft 

http://www.microsott.com/ 

Motorola,  Wireless  Data 
Group 

http://www.mot.com/wdg/ 

Netcom  On-Line 
Communication  Services 

http://www.netconi.com 

Novell 

http://www.novell.com 

Ohio  Department  of 
Development 

http://www.ohiobiz.coni 

Okidata 

http://www.okidata.com 

Omron  Corp./North 
America 

http://www.omron.co.jp 

Oracle  Corporation 

littp://www.oracle.coiii 

Origin 

http://www.origin.nl/ 
PageNet 

http://www.pagenet.com 
PeopleSoft 

http://www.peoplesott.coni 

The  Principal  Financial 
Group 

http://www.principal.coni 
PSINet 

http://www.psi.net/ 
Raytheon 

http://www.raytheon.com 

Roberts  Express,  Inc. 

http://www.roberts.com 


Charles  Schwab 

http://www.schwab.coni 

Saab 

http://www.saabusa.coni 
SAP 

http://www.sap.coin 

SAS  Institute 

http://www.sas.com/ 

Siemens 

http://www.siemens.com 
SkyTel 

http://www.skytel.coni 
Sprint 

http://www.sprint.com 

Sun  Microsystems 

http://www.sun.com 

Swissair 

http://www.swissair.coni 

Texas  Instruments 

http://www.ti.coni 

Toshiba  America 
Information  Systems 

http://www.toshiba.coni 

Toyota  Motors 

http://www.toyofa.com 

Unisys 

http://www.unisys.com 

United  Airlines 

http://www.ual.coni 

UPS 

http://www.ups.coni 

The  Vanguard  Group 

http://www.vanguard.com 

Wonderware  Corporation 

h  1 1  p :  /  /  w  w  w.  w  o  n  d  e  r  w  a  r  e .  c  o  m 


^Sun 

Sun  designed  the 

first  intranet 

back  when  people 
thought  intranet 
was  a  typo. 

hup:  //www.  s  u  n .  c  0  m 

Inside  Wall  Street 


BY  GENE  G.  MARCIAL 

A  BIG  RETURN 
FROM  H&R  BLOCK? 

Rudderless.  A  void  in  management 
leadership.  Drifting.  Street  analysts 
have  applied  those  words  to  h&k  Block 
(HRB)  since  CKO  Richai-d  Brown's  sudden 
resignation  on  May  15.  Yet  some  in- 
vestors are  buying  shares — now  at  S4, 
down  from  45  in  November.  Why? 
There's  buyout  talk. 

The  smart  money  is  convinced  that 
the  departure  of  Brown  (on  July  1), 
hired  only  last  August  by  Chairman 
Hemy  Bloch  to  revitalize  H&R,  makes 

LOOKING  RIPE  FOR  TAKEOVER 
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the  company  vailnerable  to  a  takeover. 
Bi'ovvTi  was  in  the  inidst  of  i-estnictiuing 
when  he  left  to  become  CEO  of  Britain's 
Cable  &  Wireless.  A  New  York  hedge- 
fund  manager  thinks  a  large  tuiancial- 
sei-vices  company  is  interested  in  mak- 
ing a  move  on  H&K,  which  operates 
9,599  tax-preparation  offices  serving  17 
inillion  Americans.  "The  fit  is  ideal.  This 
financial-services  company  could  cer- 
tainly make  use  of  the  big  roster  of  tax- 
payers that  H&K  services — for  special 
services  in  credit  cards,  banking,  insiu'- 
ance,  or  mutual  funds,"  he  says. 

If  the  H&K  boaixl  doesn't  move  swift- 
ly to  replace  Brown,  'the  possibility  of  a 
takeover  of  h&k  increases  exponentially," 
says  analyst  Paul  Mackey  at  Dean  Wit- 
ter Reynolds.  He  says  h&r  is  worth  at 
least  46  a  share — assuming  a  22-a-share 
valuation  for  its  80%  stake  in  Compu- 
Sei-ve — an  Internet-access  and  software 
company  that's  the  No.  2  online- 
service  provider.  America  Online  is 
No.  1.  H&R  spun  off  20%  of  Compu- 
Serve in  April.  Brown  had  planned 
to  distribute  the  I'est  of  CompuServe 


to  H&R  shareholders  in  12  months. 

Part  of  h&r's  appeal,  says  Mackey,  is 
its  "pi'istine"  balance  sheet  since  tak- 
ing CompuServe  pubhc:  h&r  has  no 
long-term  debt  and  was  expected  to 
have  $250  million  in  cash  following  the 
tax-filing  season.  This  cash  position,  \\e 
adds,  will  be  enhanced  by  the  $200  mil- 
hon  that  h&r  will  receive  fi-om  Compu- 
Serve's initial  stock  offeiing,  which  will 
bring  in  .$4  a  shai'e  in  cash. 

Analyst  Judith  Scott  of  brokerage 
fii'm  Robert  W.  Bau'd  says  h&r  "could 
prove  an  excellent  fit,  as  well  as  reliable 
annual  cash  contiibutor,  for  a  larger  fi- 
nancial company."  Insider  ovmership,  in- 
cluding the  5%'  stake  of  Heray  Bloch, 
74,  wouldn't  be  a  deterrent  to  a 
takeover  attempt,  h&r  spokeswoman 
Linda  McDougall  says  the  search  for  a 
new  CEO  is  on  and  rejects  talk  that  h&r 
is  vulnerable  to  a  takeover. 


WHAT'S  IN  THIS 
BANK  VAULT 


Banks  don't  usually  have  the  "hidden 
assets"  that  investoi's  look  for  in  in- 
dustrial or  technology  companies.  But 
some  pi'os  insist  that  Bank  of  New  York 
(bk),  the  nation's  16th-largest  bank,  has 
a  hidden  asset:  its  profitable  seciunties- 
processing  business — including  custodian 
services  for  American  depositary  re- 
ceipts, eoipoi'ate  tiusts,  stock  transfers, 
mutual  funds,  and  secmities  lending. 

They  believe  Bank  of  New  York 
plans  to  unlock  the  liidden  value  in  its 
seciuities-processing  business — the  com- 
pany's major  profit  engine — ^by  spinning 
off  a  part  of  the  unit.  Securities  pro- 
cessing "should  repi'esent  about  33%  of 
Bank  of  New  York's  total  net  income 
next  year,"  says  analyst  George  Salem 
of  investment  finn  Gerard  Klauer  Mat- 
tison.  He  says  the  bank  has  taken  steps 
in  the  past  to  enhance  shareholder  val- 
ue, and  he  tliinks  it  will  do  so  for  its  se- 
curities-processing operations.  As  a 
stand-alone  company,  he  estimates  the 
processing  business  is  worth  15  times 
1997  earnings,  or  about  $28  for  each 
Bank  of  New  York  shai'e. 

Its  share  price  doesn't  reflect  the  val- 
ue of  the  bank's  "fast-gi'owing,  high- 
multiple"  securities-processing  busi- 
nesses, says  Salem.  Recently,  the  bank 
acquii-ed  the  custodian  imits  of  J.  P.  Mor- 
gan and  BankAmerica  and  the  coi-po- 
rate-trust  arm  of  NationsBank.  He 
maintains  that,  at  52  a  share.  Bank  of 
New  York  is  "extremely  undervalued." 
Based  on  his  1997  eai-nings  estimate  of 


$5.70  a  share,  its  price-earnings  rati 
9.  Says  Salem:  "It  deserves  a  12  ] 
or  about  70  a  share."  This  yeai;  Sal 
figures  the  company  will  earn  $5.10, 
from  last  yeai''s  $4.30.  A  spokeswor 
declined  comment. 


THE  PAPER  JAM 
IS  CLEARED 
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PRINTERS 
UP  AND  RUNNi 


It  has  been  a  bumpy  ride  for  invest 
in  Printronix  (prNX),  but  those 
have  held  on  may  soon  see  the  paj 
From  a  low  of  14  in  December, 
stock  ])ushed  up  to  23  by  May  28. 
worst  is  over,  and  the  company's 
turnaround  is  up  and  running,"  i 
Dan  Veioi,  president  of  Awad  &  Ass 
ates  Asset  Management 

The  company's  effort  at  revers 
several  years  of  losses  has  been  hel 
by  alliances  with  such  biggies  as  l 
Hewlett-Packard,  and  Digital  Eqi 
ment,  for  which  Printromx  makes  < 
tomized  piintei-s.  Whispere  ai-e  that 
of  these  major  customere  is  intei'este 
making  a  move  on  Printronix,  the  lea 
in  medium-  and  high-speed  compi 
printers  for  heavy-duty  application 
such  as  bar-code-label  piinting. 

Veru  speculates  that,  with  thi 
looking  up,  Printronix  founder  and 
Robert  Kleist,  67, 
may  be  tempted 
to  sell  his  19% 
stake,  paving  the 
way  for  a  buyout. 
Vei'u  figures  the 
stock  is  worth  35 
a  share  in  a 
merger.  But  CFO 
George  Harwood 
tliinks  it's  unlike- 
ly that  any  of 
its  big  customers 
would  buy  Prin- 
tronix. Analyst 
Nick  Padgett  of 
investment  firm 
William         Blair     data  Bloomberg  financial  m» 

looks  for  Printronix  to  expand  its  i 
ket  shai'e  in  line-matrix  impact  pi 
ers— from  40%  to  60%  by  1998. 

Hmt  by  an  industry  revamp  in 
late  1980s,  eaiTdngs  bottomed  in  1 
The  company  returned  to  profitabilitj 
1994,  when  it  fonned  links  with 
puter  makers.  For  fiscal  1996,  w. 
ended  on  Mar.  31,  eai-nings  were 
shai'e.  The  company  has  announc( 
3-foi'-l  stock  split  effective  June  10.  ( 
pre-split  basis,  Padgett  expects 
ings  of  $1.56  in  1997  and  $2.20  in  li 
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FiDELIXY    UUTRA    S  EI  R  VICE  ACCaUMT-® 


Some  asset  management 
accounts  charge  you  $100. 
Year  after  year  after  year. 


Money  you 
could  be 
investing 
instead. 


Tr 


ransferring  your  ;issets  to  an  active  Fidelity  [Iltra  Service 


Account  does  more  for  you  dian  save  an  annual  fee. 


It  org;uiizes  your  finances  for  you.  PuLs  virtually  eveiy  kind  of 
investnient  right  at  your  fingertips.  Gives  you  unlimited  check- 
writing  and,  for  qualified  investors,  VISA--'  Gold  Check  Card 
access.  And  consolidates  all  the  infomiation  you  need  in 
one  e:isv-to-read  statement. 


Year  after  year  after  year. 


ACCOUNT  COMPARISON 


Annual 
Fee 

Discount 
Commissions 
For  All 
Customers 

Funds 

Available 

Without 

Paying 

Transaition 

Fees 

Brokers 
Available 
Weekends 
&  Evenings 

Minimum 
Investment 

"IDELITV 
JLTRA 
SERVICE 
ACCOUNT 

$Qi 

YE32 

YES3 

YES 

$ia,aaa 

"lERRlLL 

NO 

NQ 

YES 

$20.oao 

'RUDENTIAL 

COMMAND 

XCCOUNT 

NO 

NO 

NO 

$10,ODQ 

lARNEY 

Na 

NQ 

NO 

>EAN 
VtTTEH 

NO 

NO 

NO 

$ia,ooa 

Plus  you  can  buy  and  sell  stocks  and  options  at  up  to  76%  off 
what  full-commission  brokers  charge:  And  when  you  tnide 
via  automated  phone  or  computer,  you  save  an  extra  10%. 

ladelity  already  offers  one  of  the  biggest  selections  of  domestic 
and  international  mutual  funds  you'll  find  anywhere.  But  the 
Ultra  Service  Account  doesn't  limit  vou  to  that. 


Through  FundsNetwork""  you  can  choose  from  more  than 
2,000  mutual  funds  from  over  200  different  companies,  with 
over  350  no-load  funds  free  of  ;uiy  transaction  fees  to  Fidelity.^ 


Open  a  Fidelity  Ultra  Service  Account  today. 


Give  us  a  call. 


It's  time 


Fidelity 
Inuestments® 


1-800-544-0003       24  hours  a  day  http://www.fid-inv.com 


To  join  America  Online:  Call  1-800-706-S577  for  10  free  hours. 

-'b/107 19.001 

For  more  complete  information  on  any  Fidelity  fund  or  any  fund  available  through  FundsNetwork,  including  charges  and  expenses,  call  for  a  free 
prospectus.  Please  read  it  carefully  before  you  invest  or  send  money. 

'There  may  be  llltra  Service  Account  fees  for  s|H'cial  sfr\iC(.'s  or  uiuler  certain  conditions;  plea-se  consult  the  current  fee  schedule.  To  qualify  as  active,  an  account 
must  make  at  least  one  trade  per  year.  An  iiiactiM'  account  will  be  charged  a  Ji.^O  annual  fee.    -^IkLsed  on  an  October  190S  survey  of  full-service  brokers  for  equity 
trades.  Minimum  commission:       Fees  and  commissions  are  subject  to  change.  Savings  will  vary  ba.sed  on  the  .size  and  nature  of  trades.    'For  more  infomiation  on 
ihe  FundsNetwork  program,  call  for  a  free  h'lmdsNetwork  Performance  Director}'.  Ail  fees  as  described  in  the  fund's  prospectus  still  apply  Fidehty  Ultra  Service  is  a 
service  of  Fidelity  Brokerage  Sei-vices,  Inc  Member  NYSE,  SIPC. 


Science  &  Technology 


MEDICINE 


A  RAY  OF  HOPE  FOR 
CANCER  PATIENTS 

Photodynamic  therapy  may  stop  early-stage  tumors 


Six  years  ago,  Melvin 
A.  Francis'  doctors 
broke  the  bad  new- 
that  he  had  cancer  n' 
the  esophagus.  A  gniesonii 
disease  that  strikes  12,0()ii 
Americans  each  year,  thi 
cancer  leaves  many  of  it 
victims  unable  to  swallow, 
and  for  95%  of  them,  results 
in  death.  Francis,  then  pres- 
ident of  a  thriving  Ten- 
nessee manufacturing  com- 
pany, was  appalled  at  the 
surgical  prospects  desci'ibed 
by  Dr.  Bergein  F.  Overholt, 
his  gastroenterologist  at 
Knoxville's  Thompson  Can- 
cer Survival  Center.  Much 
of  his  esophagus  would  have 
to  be  removed  in  an  opera- 
tion so  mutilating  that  he 
would  probably  never  e;i 
normally  again. 

Fortunately,  there  was  ai 
alternative.  At  Ovei-holt's 
suggestion,  Francis  became 
one  of  the  first  Americans 
to  undergo  an  experimental 
procedure  called  photody- 
namic therapy  (PDT).  Fh'st,  (Jvei-iiolt  in- 
jected Francis  with  Photofrin,  a  photo- 
sensitive drug  that  accumulates  in 
cancerous  cells  (table).  Three  tlays  later, 
he  exposed  the  tumor  to  a  low-power 
red  laser  light  for  minutes.  This  trig- 
gered a  I'eaction  that  killed  the  cancer 
cells  without  burning  sui-rounding  skin. 
"It  was  a  Cakewalk,"  says  Overholt,  who 


America,  PDT  is  emerging  as  one  oi 
most  promising  new  therapies  in  rj, 
cine.  Last  December,  the  Food  &  } 
Administration  approved  Photofii 
use  in  advanced  esophageal  cancel: 
late  April,  Japan's  national  healti: 
surance  plan  agi-eed  to  cover  Photj 
as  a  potential  cure  foi-  early-stage 
cers  of  the  lung,  esophagus,  storj 
and  cervix.  France,  Canada,  anc; 
Netherlands  have  recently  approvj 
for  more  limited  uses  against  c; 
"There's  going  to  be  an  explosion 
terest  as  new  [pot]  drugs  are 

GUniNG  EDG 

Lightdale  tes 
laser  beam 
that  can  zap 
tumor  cells 
suffused  with 
a  light- 
sensitive  dru 


sent  Francis  home  the  same  afternoon. 
Francis,  67,  is  now  cancer-fi-ee.  And  the 
treatment  eased  his  chronic  heartburn 
as  well.  "I  can  eat  chili,  or  anything 
else  I  want,"  he  brags. 

It  may  sound  like  a  miracle  cure,  but 
P'rancis'  recovery  was  no  fluke.  Bol- 
stered by  similar,  dramatic  results  from 
trials  in  Japan,  Europe,  and  North 


1.  APPLICATION 


oped,"  predict 
Harvey  I 
head  of  the  th 
oncology  secti 
the  National  C 
Institute  in  Bi 
da.  Md. 

PDT,  howev 
more  than  a  c 
treatment.  Be 
the  photosen 
di-ugs  it  eir 
accumulate  ir 
i"apidly  gi'owinj 
not  just  can( 
ones,  reseai'che: 
it  can  be  usee 
many  disorders 
psoriasis  to  dei 
ative  eye  diseases.  Dr.  D.  Geoffrey 
man,  chief  executive  of  New  J( 
based  Dusa  Pharmaceuticals  Inc., 
several  small  companies  developir 
(bugs,  anticipates  a  multibOlion-doll 
nual  market  in  the  next  5  to  10 
In  recent  months,  pharmace 
giants  Ciba-Geigy,  Pharmacia  &  U 
and    Sanofi    Winthrop  have 


Patient  is  injected  with 
a  photosensitive  drug. 
Absorbed  by  choles- 
terol-bearing molecules 
called  lipoproteins,  the 
drug  circulates  through 
the  bloodstream  and 
eventually  reaches  the 
tumor. 


2.  ACCUMULATION 


Receptors  or 
throughout  t 
snare  i;he  lip 
whose  chole 
required  for 
sion.  Fast-gr 
tumor  cells 
more  of  ther 
concentratin 
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;es  with  PDT  drug  developers, 
this  has  sent  pdt  stocks  soaring. 
;e  some  recent  profit-taking,  drug 
)per  PDT  Inc.  of  Santa  Barbara, 
boasts  a  market  capitalization  of 
$500  million,  up  from  .$65  million 
ts  initial  public  offering  in  April, 
Industry  leader  qlt  PhotoThera- 
:s  Inc.,  of  Vancouver,  maker  of 
frin,  is  trading  near  23  on  NAS- 
ive  times  its  52-week  low.  Given 
erapy's  huge  potential,  all  PDT-re- 
;tocks  will  likely  appreciate  ftulher 
ling  months,  predicts  Jeffrey  H. 
an  analyst  at  H.  H.  Meyerson  & 
Jersey  City,  N.J. 
[BUSTER.  Skeptics  contend  that 
xtraordinary  runup  is  excessive, 
nay  take  longer  to  pay  off  than  in- 
s  reahze,"  cautions  Ezra  Lwowski, 
ilyst  at  Toronto-based  Yorkton  Se- 
:s  Inc. 

;t  medical  people  who  are  familiar 
^DT,  however,  seem  convinced  it 
e  a  blockbuster— partly  because 
so  well  with  the  cost-conscious 
il  climate.  For  one  thing,  pdt  is 
vasive  than  conventional  surgery, 
urrent  recommendation  for  lung 
for  example,  is  surgical  removal 
3r  part  of  the  lung,  requu-ing  5  to 
's  in  the  hospital.  Patients  treated 
'DT  rarely  require  hospitalization, 
iddition,  because  pdt  precisely  tar- 
bnormal  cells,  it  avoids  the  often 
2  side  effects  of  cancer  chemother- 
id  i-adiation  therapy.  These  range 
lausea  to  failure  of  the  immune 
n  and  internal  organs.  With 
rin,  the  main  side  effect  is  sensi- 
,0  the  sun,  and  patients  get  ai'oimd 
ivoiding  dii-ect  sunlight  for  foiu"  to 
■eks.  Researchers  say  newer-gen- 
PDT  drugs  will  clear-  from  the  body 
reducing  sensitivity, 
h  confidence  is  gi'ounded  in  more 
;0  years  of  research  on  pdt.  Dr. 
is  J.  Dougherty,  a  cancer  re- 
er  at  Roswell  Park  Cancer  Insti- 
(  Buffalo,  N.  Y.,  developed  Photo- 
16  fii-st  PDT  drug,  in  1981.  Early 
1  trials  were  promising,  but  clini- 
acked  affordable,  easy-to-use  light 
s.  By  the  1990s,  several  laser 
nies  had  solved  that  problem,  and 
5  clinical  testing  resumed. 


3,  ILLUMINATION 


PDT  is  far  from  a  cure-all.  Unlike 
chemotherapy,  pdt  cannot  chase  down 
cancer  cells  that  have  metastasized 
thi'oughout  the  body.  And  the  light  used 
with  such  drugs  as  Photofrin  doesn't 
penetrate  very  deeply. 
Using  cathetei-s,  doctore 
can  reach  some  intemal 
organs.  Even  so,  they 
can  do  only  Uniited  dam- 
age to  a  lai'ge  tumor 

pdt's  greatest  prom- 
ise is  with  early-stage 
cancer  patients.  But 

the  FDA,  following  its  rvrvQ/      r»        j*  t 
usual  practice,  is  un-  \)\J^  01  PS-tlGntS 

willing  to  clear  wider 
use  until  it  gets  more 
data.  So  far,  the  only 
approved  application  is 
for  patients  dying  of 
esophageal  cancer. 

Even  in  such  cases, 
pdt's  benefits  can  be 
remai'kable.  Dr.  Charles 
J.  Lightdale,  dii'ector  of 
clinical  gastroenterolo- 
gy at  New  York's  Co- 
lumbia Presbyterian 
Medical  Center,  says 
PDT  can  clear  the 
esophagus  temporarily. 
Recently,  he  used  it  to 
help  a  patient  eat  cake 
at  a  child's  wedding.  "It's  a  veiy  gTatrfying 
way  to  make  [patients']  last  days  more 
tolerable." 

More  gratifying,  however,  would  be 
the  opportunity  to  save  patients'  lives. 
In  Japan,  doctors  are  using  pdt  to  do 
just  that.  Japanese  chnical  trials  of  pdt 
using  Photofrin  found  it  produced  "com- 
plete remission  in  90%  of  patients  with 
early  lung  cancer  and  in  more  than  80% 
of  those  with  [early-stage]  esophagus, 
stomach,  and  cervix  cancers,"  says  Dr. 
Harubumi  Kato,  chairman  of  the 
Surgery  Dept.  at  Tokyo  Medical  Col- 
lege, who  directed  the  trials.  Now  that 
the  national  health  plan  will  cover  costs, 
PDT  will  "spread  across  Japan,"  predicts 
Kato — aided  by  the  fact  that  Japan's 
health-care  system  is  geared  toward 
early  detection  of  cancer.  Japanese 
smokers,  he  points  out,  are  regularly 
screened  for  lung  cancer. 


Japan's  PDT 
tests  showed 
"complete 
remission  in 


with  early  lung 
cancer  and  in 
more  than  80% 
of  those  with 
esophagus, 
stomach,  and 
cervix  cancers 


4.  DESTRUCTION 


1^ 


Once  the  drug  has 
accumulated — in  min- 
utes or  days,  depend- 
ing on  the  compound 
and  cancer  type — light 
is  focused  on  the 
tumor,  sometimes 
through  a  flexible 
optical  catheter. 


The  light  interacts  with 
the  drug  to  produce 
chemically  reactive 
oxygen  atoms.  These 
atoms  destroy  the  can- 
cerous cells  but  leave 
the  surrounding  tissue 
unharmed. 

DATA;  QLT  PHOTOTHERAPEUTICS  INC. 


The  U.  S.  medical  establishment 
takes  the  view  that  such  screening 
doesn't  appreciably  reduce  lung  cancer 
deaths.  This  notion  stems  from  a  major 
U.  S.  study  conducted  in  the  early 
1980s.  But  photody- 
namic  therapy  is  help- 
ing to  overturn  the  de- 
featist  attitude.  Dr. 
Denis  A.  Cortese,  a 
lung  cancer  specialist 
at  the   Mayo  Clinic 
in  Jacksonville,  Fla., 
worked  on  that  study 
and  initially  endorsed 
its  conclusions.  But  af- 
ter    more     than  a 
decade  of  using  pdt 
experimentally,  Cor- 
tese has  done  a  dra- 
matic about-face.  His 
work  shows  that  43% 
of   early-stage  lung 
cancer  patients  treat- 
ed with  PDT  remain 
disease-free    for  at 
least  five  years.  He  ar- 
gues that  the  U.  S. 
should  rethink  its  ap- 
proach to  lung  cancer, 
and  other  experts  are 
chiming  in.  If  the  U.  S. 
combined  pdt  with  ag- 
gressive screening  for 
early-stage  disease,  it  could  reduce 
mortality  in  one  of  the  nation's  top 
killers,  says  NCi's  Pass. 
EYES  RIGHT.  QLT  hopes  to  get  FDA  ap- 
proval for  Photofiin  in  early-stage  lung 
cancer  as  soon  as  next  year  And  that 
will  be  just  the  beginning.  At  the  Min- 
neapohs  Ear,  Nose  &  Thi'oat  Clinic,  Dr 
Merrill  A.  Biel  calls  pdt  "a  significant 
step  forward"  in  the  battle  against  early 
cancers  of  the  mouth,  throat,  laiynx,  and 
tongue.  His  trials  show  cure  rates  of  up 
to  95%  with  no  pemianent  side  effects. 
Other  doctors  think  pdt  could  be  effec- 
tive on  cancers  of  the  skin,  prostate,  and 
even  the  brain,  as  well  as  a  precancerous 
condition  called  Ban-ett's  esophagus  that 
afflicts  1  milhon  Americans. 

One  of  the  most  promising  applica- 
tion areas  is  an  eye  disease  called  age- 
related  macular  degeneration  (amd) — 
the  leading  cause  of  bhndness  in  people 

  over  60.  More  than  100,000 

older  Americans  are  stnack 
with  the  woret  form  of  this 
disease  each  year,  and  cur- 
rent treatments  help  only 
20%  of  them.  Preliminary 
research  in  the  U.  S.  and 
Europe  suggests  that  a 
PDT  drug  called  bpd,  pro- 
duced by  QLT,  can  stabilize 
or  improve  vision,  qlt  has 
Ucensed  this  application  to 
Ciba  Vision  Ophthalmics, 


UNCONVENTIONAL  WISDOM 

The> 're  The  McLaughlin  Group.  Each  with  a  view  dial's  contentious 
and  cont'igious.  (clockwise  from  left) Jack  Germond,  Clarence  Page, 
Jolin  McLaughlin,  Eleanor  Clift,  Morton  Kondracke  and  Fred  Barnes. 
Made  possible  by  a  grant  from  GE. 


The  McLaughlin  Group 

Check  your  local  listing  for  station  and  time. 

We  bring  good  things  to  life. 


NATIONAL  BESTSELLER 


The  Make-or-Break  Factor  in  Business 
Today  Is  Not  Just  Top  Management 


It's  a  new  breed  of 
"folks  in  the  middle" — 
Real  Change  Leaders — 
a  growing  number  of 
managers  who  are  making 
a  big  difference  in  the  perfor- 
mance of  their  colleagues 
and  their  companies. 

For  middle  managers, 
Real  Change  Leaders  shows 
how  to  assume  a  new  role  — 
one  that  will  enable  them 
to  produce  at  higher  levels 
and  enhance  as  well  as 
keep  their  jobs. 


By  McKinsey's 
Jon  R.  Katzenbach, 

co-author  of  the  bestselHng 
The  Wisdom  of  Teams 


HOW  YOU  CAN  CREATE  GROWTH 


AND  HIGH  PERFORMANCE 


AT  YOUR  COMPANY 


TIMES 

Rl  |C:lMF<;c; 


and  Marc  Ostro,  a  biotech  i 
UBS  Secunties  Inc.  in  New  York,  si 
could  become  pdt's  biggest  home 

With  the  industry's  two  moi 
vanced  drugs  sewn  up — PhotofrinI 
BPD — QLT  is  poised  to  become  the 
industry  powerhouse.  The  compan; 
ported  cumulative  losses  of  $46 
on  revenues  of  just  $8  milHon  ove] 
past  five  years.  But  such  losses 
uncommon  in  biotech,  where  eve; 
most  promising  treatments  may  ti 
decade  or  more  to  find  market 
tance.  Now  that  Photofi-in  has  bee: 
proved,  qlt  could  break  into  the 
as  early  as  this  year,  predicts  Chi 
Charette,  an  analyst  at  Nesbitt 
Inc.  in  Toronto.  By  2003,  she  pri 
rising  royalty  income  could  hel 
earn  $116  miUion  before  taxes,  on 
enues  of  $180  million. 
PROSTATE  CURE.  By  then,  QLT  will 
plenty  of  competition,  pdt  Inc.'s 
drug — SnET2 — has  shown  good  re 
in  tests  on  AiDS-related  Kaposi's  sar 
and  on  enlarged  prostates.  The 
was  licensed  by  Phamnacia's  Italian 
sidiary  in  .July,  1995.  Pharmacy 
based  in  Sunnyvale,  Cahf.,  has  a 
called  Lu-te.x  that  it  claims  can  eUni 
the  plaque  that  obstracts  blood  ve 
in  atherosclerosis.  And  Dusa  Pha 
ceuticals  is  developing  chugs  that  a 
ai)plied  topically.  These  offer  hop 
removing  unwanted  hair  and  pri 
cerous  skin  lesions. 

For  all  its  promise,  PDT  is  siu-e  t( 
fer  growing  pains.  "The  medical  coi 
nity  is  quite  conservative  in  ada 
new  technologies,"  says  Dr  Jul 
Levy,  the  prominent  Vancouver  sci( 
who  co-founded  qlt  in  1981  and  n 
its  CEO.  She  has  a  personal  stake  i 
therapy:  Her  gTandmother  and  m 
lost  their  sight  to  macular  degener. 
And  because  it's  hereditary,  "I  kr 
will  get  it  as  well,"  she  says.  But 
knows  it  will  take  years  to  conduct 
ical  trials  and  win  regTilatoiy  approv 
all  the  diseases  she  and  others  hav^ 
geted.  In  the  meantime,  other  eff( 
new  treatments  are  sure  to  appear 

Stock  analysts  who  watch  these 
panies  also  have  concerns.  They  a 
pate  a  shakeout  among  pdt  dru; 
researchers  establish  which  ones 
best  for  specific  diseases.  That  ma 
very  difficult  to  pick  winners.  Nor 
less,  pot's  power  to  radically  im] 
treatment  of  hori'ible  diseases  all 
is  apparent.  Melvin  Francis  experii 
that  power  in  his  battle 
esophageal  cancer  Soon,  there  m: 
many  more  like  him. 

By  William  C.  Symonds  in  Va 
ver,  ivitli  Briav  Bremner  in  Tokyc 


Frederick  Beckett,  Steven  Dichter,  Marc  Feicen 


Christopher  Gacnon,  Ouewtin  Hope,  &  Timothy  Ling 


A  Sdection  of  the  Newbridge  Executive  Program  and  the  Money  Book  Club 


laughed. 
We  cried. 
We  felt  warm  all  over. 
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Then  we 
wrote 
a  really 
big  check. 


Harrington, 
Df  Advertising, 
Computer. 

acson, 

genaent  Supervisor 
Director, 
Puris  Lintas, 


of  the 

Puris  Lintas 
tean^: 

iak,  Brent  Bouchez, 
:awman,  Peter  Fel<ula, 
edman,  Keith  Klein, 
ge,  Susan  Shipman, 
imond- 


On  March  21,  Ammirati  Puris  Lintas  won  the  Business  Week  $10,000  Best 
of  Show  Award  at  the  1996  Marketing  Computers  Icon  Awards  ceremony 
in  San  Francisco. 

In  three  15-second  television  spots  for  the  Compaq  Presario,  consumers 
were  asked,  "Has  it  Changed  Your  Life  Yet?"  The  campaign  beautifully 
captured  high-tech  truths  through  familiar,  and  touching,  slices  of  life. 

And  in  a  highly  competitive  field  of  1,000  entries,  Ammirati  Puris  Lintas 
set  the  standard  for  excellence  in  marketing  communications  for  the 
information  technology  industry. 

Business  Week  is  proud  to  be  the  exclusive  sponsor  of  the  Icon  Awards. 
We  congratulate  the  creative  team  at  Ammirati  Puris  Lintas  and  Compaq 
for  their  heart-warming  (and  award-winning)  work. 
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YOU  VE  ALWAYS  WANTED  AN  OFFICE  AS  BIG  AS  A  CONFERENCE  ROOM 


Intiodutiiig  the  U.S.  Roljoties  ConferenceLink 
CSiooo  Speakci phone  tor  about  s^oo. 

Now   you   can   have   an  office 
that    performs   like  a 
conference  room.  Thanks 
to  ConferenceLink,  one  of  the 
most  acfvanced  speakerphones 
available  today. 

For  example,  you're  having 
a  rather  heated  one  on  one  discus 
sion  with  a  client  and  you 
need  to  interrupt  them  (politely 
of  course)  to  make  an  important 
point.  Thanks  to  something  we  call  SimulCom", 
you  can.  A  new  technology  that  lets  people  talk 
and  listen  at  the  same  time,  as  if  they  were  in  the 
same  room. 


Try  that  with  a  traditional  speakerphone. 

Or,  let's  say  you  need  to  close  a  deal 
and  you  need  lo  people  to  do  it.  No  problem. 
With  ConferenceLink,  and  it's  three  powerful, 
in  microphones,  you  can  pack  everyone 
yom  office  and  know  they'll 
be  heard  loud  and 
clear-no  matter  where 
they're  sitting. 
ConferenceLink  will  change  the  way  you 
feel  about  speakerphones.  And,  at  about  half 
the  cost  of  other  conference  speakerphones,  we 
tinnk  you'll  agree  it's  not  just  for  conference 
rooms  anymore. 

Hear  the  difference  for  yourself, 
call  U.S.  Robotics  at  1800-949-6757  for 
a  demonstration  and  a  dealei  near  you. 


A  l^erforniance  Telephone  From  U.S.  Robotics. 


HKilobotics 
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velopments  to  Watch 


>  BY  NEIL  GROSS 


COMPOUND 
TAKE  THE  HEAT 

CT  ENGINES,  RUN- 

lotter  usually  means 
ig  more  efficiently, 
no'ine  designers  are 
•ained  by  the  low 
ig  temperatures  of 
?  used  in  such  parts 
bine  blades.  Now,  a 
:1  University  mate- 
'Ugineer  has  devel- 
1  ceramic-metal 
)und  that  can  with- 
nearly  400F  de- 
more  heat  than  the 
uperalloys.  Associ- 
'ofessor  Michel  W. 
um's  blend  of  titani- 
licon,  and  carbon 
so  handle  quick 
rature  changes, 
lording  to  an  upcom- 
me  of  the  Journal 
American  Ceramic 
y,  the  compound 
nes  the  best  attrib- 
if  ceramics  and  met- 
's  two-thirds  as 
IS  a  diamond,  resists 
live  oxidation,  and 
ets  heat  and  elec- 
well.  Similar  com- 
s  have  been  studied 
cades,  but  Bar- 
3  patented  baking 
5s  yields  greater 
•.  Is  it  a  metal  or  a 
ic?  "It  doesn't 
r  what  you  call  it," 
^s.  Barsoumite, 
ps?    Joseph  Weher 


SHOPPING  CARTS 
THAT  CAN  PUT  YOU  IN 
THE  FAST  LANE 

you're  IN  THE  CEREAL  AISLE 

when  a  color  screen  on  your 
cart  comes  to  life  with 
a  pitch  for  Toasty  ^ 
Mosties.  Swipe  the 
cereal  box  over  a  bai- 
code  reader  on  the  cart 
and  it's  charged  to  yoiu" 
credit  card.  No  need  to 
stand  in  the  checkout  ® 
line — ^just  pass  through  a 
gate  that  checks  whether 
everything  in  your  cart  has 
been  scanned. 

That  shopping  expeiience 
could  be  possible  soon  with 
new  computer  cliips  from  Mai- 
ns Corp.  of  Melbourne,  Fla. 
The  company's  Prism  chip  set 


high-speed 
wireless  data 


controls 


O  communications. 
Digital  Radio  Commu- 
nications Corp.  (DRCC)  of 
Ameiican  Fork,  Utah,  is  al- 
ready developing  a  simpler 
system  for  Klever  Marketing 
Inc.  of  Salt  Lake  City.  The 
system,  which  dehvers  mono- 
chrome text  ads  to  a  screen 
on  the  cart,  uses  chips  from  a 


variety  of  suppliers,  drcc 
says  it's  considering  switch- 
ing to  Harris  chips  to  cut 
costs  and  size. 

Harris  predicts  its  chips 
will  also  replace  wires 
in  PC  local-area 
networks 
\  and  handle 
wireless  mes- 
sages m  hospitals  and 
rental-car  lots.  Six  Harris 
chips  that  receive  and  con- 
vert radio  signals,  plus  a 
computer-interface  chip  from 
Advanced  Micro  Devices  Inc., 
have  been  squeezed  into  a 
small  plug-in  circuit  board  by 
IBM's  Celestica  Inc.  subsidiaiy. 
The  so-called  pcmcia  cai'd  will 
go  on  sale  later  this  year  for 
about  $300,  half  the"  cost  of 
the  bulkier,  slower  cards  now 
on  the  market.      Peter  Coy 


GREEN'  PRODUCT  DESIGN 

in  GERMANY,  AN  ORDINANCE  FORCES 

manufacturers  to  take  back  all  packaging 
used  in  transport.  In  the  Netherlands,  old 
or  broken  appliances  must  be  returned  to 
the  manufacturer  for  recycling.  In  Ameri- 
ca, the  laws  are  more  lax — but  that's  al- 
most certain  to  change.  For  manufacturers 
who  want  to  get  a  jump  on  "green"  design 
trends,  two  engineers  have  a  smart  new 
software  idea:  Design  for  Environment,  or 

DFE. 

The  software,  which  will  debut  this  fall 
fi'om  Boothroyd  Dewhurst  Inc.  (BDI),  a 
small  Wakefield  (R.  I.)  software  house,  will 
analyze  a  product  design  to  deteiTnine  how 
to  minimize  the  product's  impact  on  the 
environment.  Created  in  cooperation  with 


TNO  Product  Centre,  a  Dutch  organization 
that  specializes  in  eco-design,  the  progi-am 
weighs  tradeoffs  in  materials  and  compo- 
nents at  the  beginning  of  the  desigTi 
process.  It  suggests  where  recyclable  parts 
or  materials  might  be  used  and  indicates 
how  to  manufacture  products  that  are  easi- 
er to  disassemble  later 

If  the  developers'  past  history  is  any  in- 
dication, the  new  software  could  be  a  big 
hit.  In  the  1980s,  bdi  founders  Geofft-ey 
Boothroyd  and  Peter  Dewhurst — engineer- 
ing professors  at  the  University  of  Rhode 
Island — pioneered  a  major  trend  in  prod- 
uct design  with  a  program  called  Design 
for  Manufactm-e  &  Assembly.  This  sum- 
mer, GE  Plastics  will  ftmd  aii  $87,000  test 
to  see  how  dfe  could  help  design  greener 
instioiment  panels  for  cars.        Otis  Pod 


mm 

;e  may  soon  have  a 
/eapon  in  the  war 
drunk  drivers.  Geor- 
;titute  of  Technology 
her  Kathleen  E.  Cum- 
has  analyzed  how  air 
from  the  lungs 
h  the  glottis  in  the 
before  being  shaped 
)rds  by  the  teeth  and 
.  She  found  quantifi- 
lifferences  between 


speech  produced  in  calm  and 
tense  states.  Now,  collaborat- 
ing with  Indiana  University 
speech  researchers,  she  hopes 
to  quantify  variances  in  sober 


and  inebriated  speech.  Once 
charted,  the  distinctions  could 
easily  be  analyzed  on  a  note- 
book computer  in  a  highway 
patrol  cai'. 

■  Strategies  used  by  hospi- 
tals to  control  costs  may  ac- 
tually help  bacteria  build  up 
resistance  to  drugs.  In  a  pa- 
per presented  at  an  American 
Society  for  Microbiology 
meeting  in  New  Orleans  last 
week.  Professor  Jerome  J. 
Schentag  at  the  State  Uni- 


versity of  New  York  at  Buf- 
falo argued  that  hospitals' 
and  health  insurers'  lists  of 
approved  drugs  often  favor 
low  doses  of  a  few  low-priced 
antibiotics  over  the  broad 
specti'um  of  available  dmgs. 
Patients  may  get  just  one 
dnig  at  a  time,  which  makes 
it  easier  for  bugs  to  develop 
resistance  to  the  compound. 
The  ironic  result,  says  Schen- 
tag: much  higher  costs  for 
hospitals  down  the  road. 


FOR  FURTHER  INFORMATION:  Go  to  Business  Week  Online  at  America  Online  or  E-mail  dtwjune@businessweek.com 
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Information  Processing 


at 


INFORMATION  MANAGEMENT 


INVOICE? 

WHAT'S  AN  INVOICE? 

Electronic  commerce  will  soon  radically  alter  the  way  business  buys  and  sells 


.1" 

Web  to 
mdsiii 
andotl 
stores  a 


Ever  since  Wal-Mart  Stores  Inc. 
revolutionized  retailing  by  linking 
its  computers  to  those  of  supj)liers, 
executives  in  every  other  indus- 
try have  been  dreaming  of  doing  the 
same.  They've  seen  how  Wal-Mart's  pi- 
oneering use  of  computei'  networks  to 
conduct  business  electronically  squeezed 
costs  and  time  out  of  clunky  supply 
chains  and  helped  it  outgun  just  about 
all  of  its  rivals. 

Well,  hang  on.  Electronic  commerce, 
once  little  more  than  a  management 
buzzword,  is  about  to  radically  alter 
how  all  companies  sell  to  and  buy  from 
each  other.  The  techniques  that  Wal- 
Mart  and  giants  such  as  General  Motors, 
Eastman  Kodak,  and  Ba.xter  Interna- 
tional have  been  perfecting  on  private 
networks  for  the  past  decade  are  evolv- 
ing and  are  now  about  to  inove  to  the 
wide-open  Internet. 

SIZZLE.  U.  S.  companies  already  buy 
$500  billion  worth  of  goods  electronical- 
ly each  year,  reckons  Torrey  K.  Byles,  a 
director  at  market  researcher  Giga  In- 
formation (iroup.  That's  a  small  frac- 
tion of  their  total  purchases,  but  it 
shows  why  Internet  experts  believe  that 
business-to-business  links — rather  than 
glitzy  online  malls — will  be  the  first 
form  of  Web  commerce  to  pay  off.  Do- 
ing business  on  the  Net  is  "a  cost-re- 
duction and  efficiency-improvement 
play,"  says  Jim  Sha,  vice-pj-esident, 
new  ventui-es  at  Netscape  Com- 
munications Corp.,  the  sizzling 
Web  software  maker. 

E-commerce  could  have  pro- 
found effects  on  efficiency.  As 
more  transactions  move  from  the 
numbing  pace  of  paper  to  the  light- 
ning speed  of  electrons,  economists 
predict  that  a  new  era  of  nearly  fiiction- 
fi-ee  markets  will  an-ive.  Companies  that 
don't  move  quickly  to  the  new  technol- 
ogy risk  being  left  behind.  "Electronic 
commerce  will  happen,"  says  Brad 
Wheeler,  professor  of  information  sys- 
tems at  the  University  of  Maryland. 
"People  can't  stick  their  head  in  the 
sand  or  they'll  be  dealt  right  out." 


Take  something  as  simple  as  a  pur- 
chase order  (table).  Even  though  manu- 
factm'ing  giants  such  as  GM  have  used  a 
scheme  caOed  electronic  data  interchange 
(EDI)  to  order  parts  automatically  from 
suppliers  since  the  concept  was  proposed 
in  the  eai'ly  1970s,  most  business-to-busi- 
ness sales  still  are  done  with  paper 
forms — a  reminder,  in  triplicate,  of  out- 
dated methods.  If  you  eliminate  paper, 
you  spend  less  tiine  and  inoney  re-keying 
inlbrmation  into  different  computers  and 
correcting  the  resulting  eiTors.  By  some 
estimates,  E-commerce  could  slash  the 
cost  of  processing  a  purchase  order  fi'om 
$150  to  as  little  as  $25. 

Once  the  software — and  seciuity  mea- 
sui'es — are  available,  the  Internet's 
World  Wide  Web  will  become  the  global 
infrastructure  for  electronic  commerce. 
IBM,  (jeneral  Electric  Information  Ser- 

Less  Paper, 
More  Electrons 


vices  (GEis),  Dun  &  Bradstreet, 
crosoft,  and  a  raft  of  other's  are  sci 
ing  to  build  what's  needed — eveiyt  ii 
from  software  for  securing  paynJ 
and  building  electr-onic  catalogs  to  f 
vices  that  authenticate  a  new  tra 
partner's  electronic  identity.  One 
pany,  Industry.Net  Cor-p.,  heade( 
for-mer-  Lotus  Development  Corp 
Jim  P.  Manzi,  is  developing  a  soi 
industrial  mall  to  help  companies 
customer-s  and  supplier-s  in  cybersj 
EARLY  BIRDS.  "I  really  see  the  Intfiap 
as  an  explosion  of  electronic  commi 
says  Hellene  S.  Runtagh,  president 
chief  executive  of  GEIS.  That  compa 
r-ushing  to  extend  its  edi  sei-vices, 
rently  delivered  over  a  private  net\|i)i' 
out  to  the  Internet  so  it  can  reach 
sands  of  new  businesses.  By  putjsii 
global  mar-kets  at  virtually  anyone' 
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1 Browsing  an  electronic  catalog,  thf( 
customer  clicks  on  items  to  purclitcniefsc 
A  computer  sends  the  order  directly 
the  merchant's  machine. 


The  accounting  department  bills 
customer  electronically. 


Kii»efy, 
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Runtagh  says,  the  Net  should 
he  creation  of  a  multitude  of 
panies  worldwide.  "This  is  the 
I'iting  sea  change  to  hit  com- 
sobally  in  the  last  100  years," 

meantime,  some  companies  are 
igging  E-commerce  systems  on 
Fruit  of  the  Loom  Inc.,  until 
a  self-confessed  technology  lag- 
using  the  Net  to  make  up  for 
.  Led  by  computer  executives 
ay  fi-om  Federal  Express  Coip. 
vhere,  the  apparelmaker  is  us- 
Neh  to  one-up  Hanes  Cos.  and 
ands  in  the  market  for  blank 
and  other  items  sold  through 
stores  and  at  special  events, 
iepends  on  some  50  wholesalei-s 
de  to  ship  its  goods  in  bulk  to 
Is  of  silk-screen  printers,  em- 
shops,  and  similar  outfits.  And 
offering  to  put  those  whole- 
n  the  Web,  at  virtually  no 

0  them.  Fruit's  plan  is  to  give 
a  complete  computer  system, 

ctivewear  Online,  that's  pro- 

1  to  display  colorful  catalogs, 
■lectronic  orders  24  hom-s  a  day, 
age  inventories. 

'  Fruit's  major  goals  is  to  avoid 
istomers  when  a  wholesaler  is 
tock.  If,  for  instance,  a  silk 
needs  1,000  black  T-shiils  in  a 
r  a  Megadeth  concert  and  the 
er  is  low.  Fruit's  central  ware- 
n  be  notified  to  ship  the  shirts 
to  the  customer.  "We'll  make 

rchant's  computer  checks 
tomer's  credit  and  determines 
)ods  wanted  are  Indeed 


fcUSTOMER  PROFILE 


■ehouse  and  shipping 
lents  are  notified  and  goods 
delivery. 


"  I  really  see  the  iniei  net  as  an 
explosion  of  electronic  commerce. 

This  is  the  most  exciting 
sea  change  to  hit  commerce  globally 
in  the  last  100  years" 

HELLENE  RUNTAGH 

General  Electric  Information  Sendees 


Fniit's  inventory  a  virtual  inventory  for 
oui'  wholesalers,"  says  Charles  M.  Kirk, 
Flint's  chief  information  officer. 

Until  now,  it  would  have  taken  years 
to  build  such  a  rich  E-commerce  sys- 
tem— even  if  it  were  possible  on  the 
closed,  mainframe-based  edi  networks 
run  by  companies  such  as  CE  and  IBM. 
But  for  Fruit  of  the  Loom,  Connect 
Inc.'s  software,  called  OneServer,  and  a 
catalog  progi'am  fi'om  Snickleways  In- 
teractive helped  it  get  online  in  just  a 
few  months.  And  its  retailers  need  only 
an  ordinary  PC  with  a  modem  and  Web- 
browsing  software. 

Along  with  Connect,  players  such  as 
Tr-adeWave,  tsi  International,  Open- 
Market,  Netscape  Communications,  and 
Microsoft  are  chasing  a  Web 
coiTimerce  softwar'e  mar'ket  that 
should  hit  .$750  million  in  1999, 
accoi'ding  to  Forrester-  Reseai'ch 
Inc.  New  software  from  Pre- 
menos,  GE,  and  Sterling  Com- 
merce, meanwhile,  is  starting  to 
move  ti'aditional  edi  traffic  over 
the  Intel-net,  too — at  a  ft-action 
of  the  cost  that  the  private  edi 
nets  currently  charge. 

For  large-scale  E-commerce 
initiatives,  however-,  the  private 
edi  setups  still  have  the  edge  for  now. 
Campbell  Soup  Co.,  for  instance,  has 
just  spent  $30  million  to  redesign  its  or- 
der-processing system  around  edi.  Called 
Compass,  the  new  setup  is  scheduled  to 
go  Hve  in  August.  One  goal:  Double  the 
portion  of  paperless  oi'ders  that  the  food 
company  receives  to  80%,  whether  fi'om 


salespeople's  laptop  comput- 
ers or  the  "continuous  re- 
plenishment" systems  that 
companies  such  as  Flemings 
Cos.  use  to  automatically  re- 
.stock  warehouses. 

Compass  should  reduce 
Campbell's  costs  by  $18 
million  a  year  and  speed  de- 
liveries, says  Ronald  W. 
Ferner,  vice-president  for 
low-cost  business  systems. 
Just  cutting  out  the  errors 
would  be  a  boon.  Mistakes 
now  creep  into  60%  of  the 
orders  that  Campbell  gets 
by  fax  and  phone.  The  re- 
sult: Sales-people  spend  40% 
of  their  time  str-aightening 
out  problems  instead  of  sell- 
ing. Compass,  which  relies 
on  software  fr-om  Industri- 
Matematick,  a  Swedish  fir-m, 
and  an  IBM  SP/2  computer, 
will  turn  around  orders 
within  18  hours,  down  from 
48  now.  It  will  even  book 
space  on  delivery  trucks  and 
reserve  time  at  customers' 
loading  docks.  Says  Ferner: 
"Even  the  trees  are  happy.  We're  not 
chopping  them  down  to  make  paper." 
BIG  SAVINGS.  As  impi'essive  as  that  is, 
the  Web  pr-omises  to  take  E-commerce 
much  farther,  amp  Inc.,  for  instance,  has 
put  up  a  multilingual  catalog  of  more 
than  40,000  connectors  and  other  elec- 
tronic parts  on  the  Web.  Eventually, 
the  Web  site  may  take  or-ders,  but  for 
now  that's  being  left  to  distributors. 
But  CEO  WiUiam  J.  Hudson  Jr.  says  the 
catalog  is  already  saving  money  com- 
pared with  the  .$8  million  a  year-  it  costs 
to  print  and  mail  paper-  catalogs.  And 
the  Web  catalog's  fresher  data  should 
generate  more  orders. 

Ultimately,  E-commerce  will  take 
place  in  virtual  marketplaces.  These 
trading  posts  will  allow  buyers  and 
sellers  who  may  not  know  one  another 
to  meet  electronically  and  tr-ade 
in  goods  and  ser-\ices  without  the  aid — 
or  cost — of  traditional  agents  and  bro- 
kers. Industry.Net  now  collects  fees 
from  more  than  4,000  makers  of  all 
kinds  of  industrial  gear  in  return  for 
listing  their  products  and  services  in  a 
lar-ge  electronic  catalog.  Pur-chasing 
agents  and  engineers  from  all  over 
the  world  browse  the  data  for  next 
to  nothing.  Now,  purchases  continue  to 
go  thr-ough  local  distr-ibutor-s.  But  CEO 
Manzi  wants  Industry.Net  to  process 
orders  and  transfer  payments,  too — for 
a  service  fee  on  each  transaction.  To 
develop  a  system  capable  of  handling 
thousands  of  transactions  hourly, 
he  hired  Mark  Teflian,  a  computer 
exper-t  w'ho  helped  to  design  United 
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Airlines   Inc.'s  reservation  system. 

Meanwhile,  a  consoitiiun  that  includes 
D&B,  AT&T,  Digital  Equipment,  and  shl 
Systemhouse  has  created  International 
Business  Exchange,  or  ibex.  It's  a  sort 
of  electronic  bulletin  board  on  which 
companies  in  any  countiy  can  list  goods 
they  want  to  buy  or  sell.  The  system 
lets  them  negotiate  anonymously  and, 
if  a  deal  gets  far  enough,  helps  them  ini- 
tiate credit  checks,  arrange  financing, 
and  get  legal  and  customs  papei-woi'k 
completed  by  local  companies.  "Elec- 
tronic commerce  is  really  a  massive  in- 
foiTTiation  management  job,"  says  Mady 
Jalinous,  president  and  CEO  of  Global 
Business  Alliance,  ibex'  major  investor. 


The  Web  is  seeing  all  sorts  of  spe- 
cialty markets  sprout  up,  too.  Earth- 
Cycle  Inc.  in  Woodland  Hills,  Calif.,  nins 
one  that  deals  in  chemicals  recycled 
from  industrial  waste.  In  September,  an 
online  market  for  buying  and  selling- 
electricity  is  to  go  online.  Sponsored  by 
a  consortium  of  170  utilities  and  coop- 
eratives, it's  intended  to  help  meet  a 
federal  mandate  to  increase  competition 
in  the  wholesale  power  market  and 
smooth  out  price  imbalances  across  the 
nation.  The  system  is  being  designed 
to  support  futures  conti'acts  and  other 
sophisticated  commodity  trading. 

As  powerful  as  the  E-commerce  con- 
cept is,  it  won't  spread  evenly  across 


the  economy.  "People  who  are  powiif 
sellers  may  be  able  to  delay  the  d(;l 
opment  of  electronic  markets," 
Thomas  Malone,  head  of  the  coo] 
tion  science  department  at  Massa| 
setts  Institute  of  Technology's  S' 
School.  After  all,  despite  nasdaq,  a 
electronic  market,  the  New  York 
American  stock  exchanges  rely  onju 
mans  and  paper,  and  they're  stillj 
trenched.  But,  warns  Malone:  "Tk 
who  tiy  to  delay  it  wiU  be  fighting 
ing  battle.  In  the  long  tenn,  buye 
grate  to  the  market  that's  bette; 
them."  Get  ready,  there's  an  elect 
market  coming  to  a  screen  near  yc 
By  John  W.  Verity  in  New  ? 


Tr 


REVOLUTION  IN  THE  SUPPLY  CLOSET 


For  Peter  H.  Roden,  an  old  com- 
puter hand  at  Massachusetts 
Institute  of  Technology,  the 
light  went  on  in  1993.  That's  when 
he  and  fellow  mit  managers  discov- 
ered that  the  school  was  doing  busi 
ness  with  about  20,000  vendors  of 
office  and  laboratory  supplies  each 
year.  And  about  87%  of 
the  orders  were  for  less 
than  $500  each.  Clearly, 
they  concluded,  mit's 
purchasing  could  be 
made  far  more  efficient 
with  the  right  informa- 
tion technology. 

As  could  that  of  most 
companies.  U.  S.  corpo- 
rations spend  some  $300 
billion  a  year  on  office 
and  maintenance  sup- 
plies, and  many  times 
more  on  the  raw  materi- 
als and  components  that 
feed  their  factories.  Ex- 
perts estimate  that  it 
costs  companies  $150  or 
more  to  process  every 
paper-based  jjurchase 
order,  regardless  of 
whether  it's  for  a 
$10,000  computer  or  $10 
worth  of  pencils.  And  they're  all  try- 
ing to  cope  with  so-called  leakage — 
unap])roved  purchases  that  tend  to 
undeiTnine  volume-discount  plans  ne- 
gotiated with  favored  sup])liers. 

All  of  which  makes  corporate  pur- 
chasing easily  the  ripest  opportunity 
for  E-commerce  products  and  ser- 
vices. Companies  ranging  fi'om 
General  Electric  to  Netscape,  Indus- 


try.Net,  Fisher  Scientific,  IBM, 
Egghead,  Thomas  Pubhshing,  and  a 
bunch  of  startups  are  all  scrambling 
into  the  game. 

While  some  are  selling  generic  E- 
commerce  software,  several  compa- 
nies are  using  the  system  as  a  way 
to  win  more  of  their  customers'  busi- 


NO  PAPER:  At  MIT,  supplies  are  ordered  with  a  keystroke 


ness.  Entex  Information  Services,  a 
seller  of  computers  and  related  ser- 
vices, has  designed  a  system  just  to 
help  its  large  customers,  including 
Intel  Corp.  and  Motorola  Inc.,  to 
take  the  paperwork  out  of  procuring 
PCS  and  other  gear.  "We'll  reduce  the 
purchase  cycle  from  28  days  to  5  or 
6  days,"  says  Anthony  Ibargiien,  ex- 
ecutive vice-president  for  field  sales 


and  marketing.  Entex'  system, 
ning  over  the  Web  or  Lotus  Notei 
will  do  everything  from  getting  a 
order  appi'oved  by  the  right  man-i^ 
agers  to  wiring  Entex'  invoice  b; 
to  the  customer. 

Thanks  to  its  in-house  computej 
expertise  and  a  high-speed  intrane 
MIT  has  one  of  the  most] 
sophisticated  purchasinj] 
systems  anywhere.  Stail 
can  order  pencils  and 
test  tubes  by  clicking 
through  a  Web-based 
catalog,  which  makes 
sure  nobody  spends  mo 
than  they're  authorized 
to.  Payments  are  han- 
dled with  purchasing 
cards  from  American 
Express  Co.  And  MIT 
has  now  contracted  wit: 
two  main  suppliers —  I 
Office  Depot  Inc.  and  ,' 
VWR  Corp. — to  deliver . 
most  items  within  a  da 
or  two  right  to  the  pui 
chaser's  desk,  not  just 
building's  stockroom. 

As  for  Roden,  he  ha 
become  an  E-commerci: 
entrepreneur.  He  co- 
founded  SupplyWorks  Inc.  in  Le: 
ington,  Mass.,  to  commercialize  Mi 
setup.  After  visiting  20  large  com] 
nies  to  discuss  their  E-commeree 
strategies,  he  reports:  "There's  an 
enormous  amount  of  interest  in 
working  with  anybody  who  has  a 
clue  about  [E-commerce]."  Opporti 
nity  knocks. 

By  Jolui  W.  Verity  in  New  Yc 
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Tricom  Pictures  Presents.. 


Industry  Standards 


I 


The  Television  Series 


n  a  Technology  Highlights  report,  learn  how  to  bring  your 
computer  system  into  conformance  with  the  new  Year  2000  stan- 
dards by  employing  the  reengineering  tools.  In  a  special  Sporting 
Industry  segment,  find  out  why  the  Olympic  Games  and  World 
Cup  will  only  use  one  volleyball  system  in  competition.  In  an 
EarthWatch  review,  explore  the  efforts  industrial  America  is 
making  to  raise  environmental  consciousness  in  a  carpet 
recycling  program  and  examine  that  impact  single 
component,  moisture  care  urethane  coatings  are 
making  on  the  industrial  coatings  industry.  In 
Manufacturing  Today,  discover  the  impact  ISO  cer- 
tification can  make  for  any  company  with  a 
hand  in  the  global  marketplace.    And  the 
American  Builder  report  will  weigh  the  mer- 
its of  industrial  and  commercial  pre-engi- 
neered  building  systems. 

Don't  miss  this  information-packed 
edition  of  Industry  Standards,  the 
television  program  designed  to 
keep  you  ahead  of  the  leading 
edge  in  a  cross-section  of 
today's  global  industry. 


TVicom  Pictures, 
Entertaining  and 
Educating  the  W( 
For  airing  infor 
please  call 
1-800-333-2 
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PROPERTY  TAXES: 

YOU  CAN  FIGHT  CITY  HALL 
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YOU  can't  avoid  paying 
taxes,  but  there's  a  lot 
to  be  said  for  mini- 
mizing them.  That's  increas- 
ingly tme  for  property  taxes, 
which  are  climbing,  often 
sharply,  around  the  country, 
as  localities  wrangle  with 
budget  shortfalls. 

Just  how  is  another  mat- 
ter. It's  one  thing  to  explode 
over  an  unexpected  jump  in 
one's  assessment  and  cjuite 

another  to  noo-   

die  thi'ough  the 
arcana  of  as- 
sessment  procedures,  which 
vary  by  state,  county,  or 
even  from  town  to  town. 
Then  there  ai-e  those  mass 
mailings  landing  on 
doorsteps:  We'll  Slash  Your 
Property  Taxes  IN  HALF! 
You  Pay  Only  If  We  Win! 
Sign  Here. 

The  hype  from  this 
growth  industry  of  tax  chal- 
lengers brings  further  con- 
fusion. But  there  is  a  way 
to  appeal  your  assessment 
that's  straightforward,  takes 
little  effort,  and  will  save  the 
most  money  at  the  least 
cost.  Your  chances  of  win- 
ning are  better  than  even, 
and  you  can  expect  a  10% 
or  greater  tax  reduction. 
COMPARABLE  WORTH.  Step 
One  is  simple:  Go  to  the  as- 
sessor's office  and  examine 
your  property  record  card 
for  errors.  The  card  will  con- 
tain a  description  of  the 
house  and  grounds, 
along  with  the  assessed 
value  and  the  math  by 
which  it  was  amved  at. 

Errors  are  notori- 
ously-common. You're 
down  for  four  bedrooms 
when  you  have  three. 
Your  lot  is  70  by  180, 
not  170  by  180.  Your  at- 
tic is  not  finished.  The 
pool  was  filled  in  years 


TAXES 


ago.  The  big  plus  of  fixing  a 
record  error  is  that  the  re- 
sulting tax  reduction  lasts 
forever.  And  it's  easy.  Just 
tell  the  assessor,  who  will 
usually  fix  it  on  your  word 
without  a  formal  hearing. 
You're  out  the  door. 

Assuming  the  records  are 
correct,  for  Step  Two  you 
may  well  choose  to  hire  an 
expert,  though  certainly  not 
right  off.  Here  you're  con- 

  vinced  your 

house  would 
not  sell  for 
anywhere  near  the  value 
placed  on  it  by  the  assessor. 
Keep  in  mind  that  a  lot  of 
jurisdictions  show  assess- 
ments at  a  set  fraction  of 
real  market  value.  For  ex- 
ample, a  house  at  100% 
might  be  worth  $300,000,  but 
the  town  assesses  it  at  90%, 
which  puts  the  house  down 
on  the  books  at  $270,000. 

To  challenge  an  assess- 
ment, you  must  demonstrate 
that  comparable  homes  in 
your  neighborhood  are  sell- 
ing for  less  than  your  ap- 
praised value.  Get  a  cjuick 
sense  of  this  by  talking  to 
your  local  real  estate  agent. 
For  free  or  for  a  small  fee, 
most  are  happy  to  comb 
their  listings  to  see  what 
homes  like  yours  are  selling 
for  and  tell  you  what  yours 
might  fetch.  You  want  to  get 
data  on  three  comparable 


homes  that  have  recently 
sold  and  three  that  are  now 
on  the  market. 

Or  you  might  tap  a  real 
estate  appraiser.  Many,  such 
as  Kenneth  Nicholson  of 
Nicholson  &  Co.  in  Overland 
Park,  Kan.,  will  do  a  partial 
appraisal  for  clients  con- 
sidering an  appeal  for  a 
third  or  less  of  a  full  re- 


Think  About  Challenging  When... 

►Assessed  value  is  well  over  your  house's  worth 

►Nearby  homes  are  selling  for  less  than  expected,  indicating  the  neighbor 

hood  is  losing  value 
►Your  property  record  card  has  errors,  such  as  listing  two  acres  you  don't 

own  or  three  bathrooms  when  there  are  only  two 
►A  smelly  processing  plant  or  some  other  nuisance  development  goes  up 

a  few  blocks  away 
►You're  eligible  for  a  veteran's  or  senior  citizen's  tax  break 

DATA,  BUSINESS  WEEK 


poi't.  Nicholson  charge.'|'u: 

If  it  turns  out  thi 
market  value  of  your 
is  within  several  thoii 
dollars  of  the  assessnt; 
stop  here.  Your  next  Mi 
in  most  states,  is  to  ap- 
before  a  tax  panel,  anjfs. 
perts  say  boards  disliken 
ering  over  small  differc"' 
Some   jurisdictions  f 
hear  your  appeal  lit,  ; 
your  overassessfc, 
exceeds  10%.       | - 
If,     however,  tl 
are  substantially 
assessed,    you  ijs 
want  to  go  ahead}" 
the  formal  appeali 
have  two  choices: 
yourself  or  hire 
pert.  Going  it  alor  ' 
came  popular  in  thi 
1980s,  in  the  wai- 


t's to 


a. 

ait  I 

".It, : 


■  COI 
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il  estate  turndown, 
p  books  abound,  but 
ute  is  time-consum- 
\  it's  easy  to  lose  if 
n't  understand  the 

"Your  worst  mistake 
ro  in  with  a  chip 
r  shoulder,"  notes 

Singerle,  president 
nercial  Industrial  An- 
1  Albany,  N.  Y. 


irt  of  winning  an  ap- 
)ends  on  those  houses 
:omparing  with  yours, 
ber  that  the  houses 
lilar,  but  they're  not 
alike,  so  the  expert's 
0  adjust  for  the  dif- 
5,  adding  for  this  and 
:ing  for  that,  to  reach 
le  market  value  of 
ouse.  House  A  has 
splaces  to  your  one, 
ir  house  is  newer  by 
ears.  House  B  is  25 
feet  smaller,  but  it's 
•ger  lot.  House  C  has 
led  attic  but  also  a 
)asement.  Each  asset 
)ct  has  a  numerical 
ttached  to  it.  "This  is 
it  gets  complicated," 
ffrey  Johnson,  presi- 
f  Rocky  Mountain 
y  Tax  Consultants  in 


Colorado  Springs,  Colo.  "This 
is  what  the  appraiser  knows 
how  to  do  and  the  home- 
owner doesn't."  Appraisers 
and  consultants  such  as 
Johnson  have  another  ad- 
vantage: extensive  databases 
of  area  home  sales,  includ- 
ing details  on  interior  condi- 
tions and  improvements. 
Says  Nicholson:  "The  coun- 
ty doesn't  have  all  those 
records." 

Appraisers  who  are  li- 
censed have  a  special  stand- 
ing before  boards  as  sort  of 
expert  witnesses.  If  they 
present  an  appraisal,  boards 
usually  side  with  their  find- 
ings. A  full  appraisal  can  run 
to  $300  or  more,  so  whether 
it's  worth  it  depends  on  how 
much  it  saves  you  and  by 
how  often  the  jurisdiction 
reassesses. 

GET  A  REFERRAL.  Another 
approach  is  to  hire  a  proper- 
ty tax  consultant.  Tbey 
charge  on  a  contingency  ba- 
sis, so  if  they  appeal  your 
assessment  and  lose,  you'll 
wind  up  paying  nothing.  In 
theory,  at  least,  property  tax 
consultants  won't  take  on 
cases  unless  they're  con- 
vinced they  can  win  them. 
But  as  advocates,  they  don't 
have  the  credibility  of  ap- 
praisers before  boards.  In 
many  areas,  anyone  can  hang 
out  a  consultant's  shingle. 
They  can  bungle  your  case 
and  waste  your  time.  Legiti- 
mate consultants,  moreover, 
make  their  real  money  in 
commercial  and  industrial  ap- 
peals and  are  generally  re- 
luctant to  take  on  residen- 
tial clients.  A  reasonable  fee 
is  one-third  of  the  tax  sav- 
ings for  the  first  year,  but 
some  will  charge  50%  for 
each  year  the  reduction  re- 
mains in  effect. 

Appraisers  and  property 
tax  consultants  are  listed 
separately  in  the  Yellow 
Pages,  but  the  best  way 
to  locate  one  is  probably 
through  a  referral  from  a 
real  estate  agent  or  a  lawyer. 
Fighting  City  Hall  was  never 
meant  to  be  easy,  but  with 
the  right  professional  on 
your  side,  it  can  be  a  lot  less 
taxing.  E.  S.  Ely 


SMART  MONEY 


A  STEADY  STREAM 

OF  DRlPs  

Buying  stock  directly  Mart  stores,  wWch  began  a 

n  ,  direct  purchase  plan  in  May, 

from  a  company  used  win  unveil  a  similar  loan 

to    be    a   privilege  feature  in  June. 

J  f.         ...  Other  services  are  mak- 
reserveCi  tor  existing  j^g  drips  sound  more  Uke 
shareholders.  But  in  recent  brokerage  accounts.  Many 
years,  the  barriers  have  companies  now  let  investors 
been  falling.  Since  1994,  redeem  their  shares  by 
companies  offering  so-called  phone.  And  like  the  auto- 
no-load  stock  piirchase  pro-  matic  investment  plans  at 
grams  to  first-time  in-  mutual  funds,  no-load  stock 
vestors  have  more  than  investors  can  buy  additional 
doubled,  to  over  100.  And  shares  by  having  money 
the  pace  is  picking  up.  withdrawn  ft'om  their  bank 

This  summer,  a  new  wave  accounts  periodically,  says 

of  stock  market  staples  such  Charles  Carlson,  editor  of 

as  Sears,  Conrail,  and  Home  drip  Investor,  a  newsletter. 

Depot  will  allow  anyone  to  As  an  added  incentive  for 

buy  shares  vrithout  paying  a  customers  to  sign  up  for  au- 

broker's  commission.  What's  tomatic  investment,  compa- 

more,  within  the  next  18  nies  often  waive  the  initial 

months,  nearly  half  of  the  purchase  minimum,  which 

900  companies  vnth  divi-  can  be  as  high  as  $1,000. 
dend  reinvestment  plans  Despite  the  no-load  label, 

(drips)  restricted  to  stock-  most  plans  cairy  nominal 

holders  already  on  the  administrative  costs.  Mc- 
books  are  expected  to 

switch  to  open  enroll-  F'-ppp  Mn  T  HiiH 

ment,  according  to  rit^t;  iNU-LiUdU 

James  Volpe,  who  StOCk  SOUFCeS 

heads  the  direct  in-  niRECTINVESTOR 

vestment  program  at      r  , . 

First  Chicago  http://www.netstockdirect.com 

LOAN  PLANS.  New         0^  900  225-8585 

entrants  to  the  no-         ($2.50  per  call) 

load  universe  are  un       DIRECT  STOCK  PURCHASE 

veiling  some  mterest-  CLEARINGHOUSE 

mg  new  features.  gQQ  774.41 17 

Ameritech,  the  Chica-   

go-based  telecommu-      THE  MONEY  PAPER 
nications  company  800  388-9993 

that  is  opening  its  data' business  week 

doors  to  aU  comers  on 

June  3,  is  offering  two  loan  Donald's — often  cited  by 
options.  Investors  with  at      critics  for  excessive  fees — 
least  $2,000  worth  of  shares    charges  $5  for  em-ollment, 
held  by  the  transfer  agent      $3  a  year  for  reinvesting 
can  borrow  up  to  50%  of        dividends,  $5  each  time  you 
the  value  of  their  account  at  buy  more  shares,  and  $10 
rates  close  to  prime.  Pay-       per  sale  of  stock.  But  any 
ments  are  automatically  de-    fees  in  a  direct  purchase 
ducted  each  month  from  the   plan  are  almost  always  low- 
shareholder's  bank  account,     er  than  what  you'll  pay  at  a 
Those  who  own  more  than     brokerage  firm.  That's  one 
$4,000  in  stock  may  borrow    big  load  off  an  investor's 
up  to  75%  of  holdings.  Wal-    back.  Kerry  CapeU 
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Personal  Business 


OPERATION 
PUSH  MOWER 


Ah,  summer  week- 
ends in  suburbia: 
barbecues,  laughing 
children  on  bikes, 

and  . . .  what's  that?  I  CAN'T 
HEAR  YOU  OVER  THE 
LAWN  MOWER! 

Sick  of  my  noisy,  smoky 
inteiTial-combustion  machine, 
I  stepped  back  in  time  and 
bought  an  okl-fashioned  push 
mower.  It  starts  every  time. 
Its  only  noise  is  a  soothing 
ka-chick  ka-chick  ka-chick. 
Its  sole  emission  is  a  fine 
shower  of  clipped  gi'ass.  I  of- 
ten leave  the  simple  appara- 
tus out  on  the  front  lawn  af- 
ter its  weekly  run  and  let 
my  neighbors  know  that 
they're  welcome  to  borrow 
it.  The  hope  is  to  spark  an 
environmental  groundswell, 
perhaps  to  hear  the  birds 
sing  on  weekend  mornings. 
But  no  one  takes  me  up  on 
it.  Not  that  they  don't  ad- 
mire my  lawn. 

Despite  my  own  local  fail- 
ui'e,  push  mowers  are  catch- 
ing on  across  the  country  in 
their  quiet  way.  Sales  more 
than  doubled  from  1985  to 
1995,  to  about  250,000  units, 
according  to  American  Lawn 
Mower,  the  industry  leader. 
To  be  sure,  it's  a  mere  divot 
of  the  stagnant  5.9  million- 
unit  power-mower  market. 
But  new  Environmental  Pro- 
tection Agency  emissions 
standards  for  gas  mowers, 
scheduled  to  go  into  effect 
next  year,  could  complicate 
life  for  the  power  crowd  and 
drive  push-mower  demand 
further. 

TRIM  AND  SIT.  Read  a 
bi'ochure  for  a  push — or 
reel — mower,  and  you'll  won- 
der why  people  would  use 
anything  else.  The  machines 
are  not  only  environmentally 
unimpeachable,  quiet,  safe, 
and  cheap,  but  proponents 
claim  they  cut  the  grass  bet- 
ter, with  their  clean  scissors- 


like  snip.  Some  of  the  claims 
are  true,  some  a  bit  exag- 
gerated. Thanks  to  light- 
weight alloys,  today's  mow- 
ers are  a  lot  lighter  than 
that  old  clunker  in  Grand- 
pa's garage.  They're  much 
easier  to  push  than  before, 
and  the  revolving  blades, 
which  rub  against  a  station- 


sit  at  the  same  time.  That's 
because  there  is  no  noise  to 
drown  out  any  crying  or 
shouting.  And  since  the 
mowers  are  safer,  kids  can 
play  nearby  (though  they  of- 
ten clamor  for  a  chance  to 
mow,  which  can  slow  things 
down).  Another  advantage  is 
that  the  manual  mower 
spreads  the 
grass  evenly,  not 
in  big  clumps  like  the  power 
mowers.  The  grass  simply 
disintegrates  into  the  lawn, 
so  you  can  avoid  raking  and 
even  cut  down  on  fertilizing. 


GARDENING 


Blade  Runners  for 
Your  Grass 

AGRI-FAB  SILENT  REEL  $210  Heavy,  at  40  pounds. 
Revolving  blades  never  quite  touch  stationary  blade, 
making  it  quieter. 

SCOTTS  CLASSIC  $125  Features  back  wheels,  instead  of 
roller,  for  easier  maneuvering.  Cuts  20-inch  swath. 

AMERICAN  LAWN  MOWER  CO.  DELUXE  LIGHT 

$85  The  standard  18-inch  version  has  few  frills.  Only 
27  pounds,  for  easy  pushing. 

AMERICAN  LAWN  SEVEN-BLADE  $100  Specializes 
in  the  low-growing  heavier  grasses  common  in  the 
South.  But  slender  Northern  blades  slip  through. 

DATA:  BUSINESS  WEEK 


ary  blade  to  behead  the 
grass,  now  keep  their  edges 
for  months  at  a  time.  Conse- 
quently, it's  little  more  work 
than  a  push-power  mower, 
provided  the  lawn  isn't  too 
shaggy  or  larger  than  half 
an  acre. 

With  reel  mowers,  parents 
can  cut  the  \awn  and  baby- 


For  neatniks  who  insist  on 
gathering  the  clippings,  the 
manufacturers  provide  bins 
for  $15  to  $50.  But  they 
are  generally  not  a  good 
idea.  Every  once  in  a  while, 
the  machine  needs  a  foot 
nudge — and  you  can't  get 
your  foot  to  the  blades  if  the 
bin's  in  the  way. 


A  big  problem  with  pij  f  j 
mowers  is  that  they  c;| 
handle  tall  grass  or  it 
through  any  twig  thicift 
than  a  knitting  needle. 
blade  goes  ka-chunk 
freezes.  This  can  get  fij 
trating.  You  have  to  pull;{ 
blade  back  with  your  fk 
and  then  be  sure  to  kick|. 

  twig   onto  I 

mown   side  II  Bush 
the  lawn.  One  more  negaf; 
Reel  mowers  do  even  wA^'™'^ 
on  wet  lawns  than  po!( 
mowers.  If  the  wheels  sjlispen 
the  blades  don't  move,  h  . 
ing  grass  uncut.  My  ad^r"'^ 
Drink  a  leisurely  cup  of 
to  the  roar  of  your  ne;i 
bors'  mowers  while  jjj 
gi'ass  dries. 

ROUGH  CUT.  The  stand 
reel  mowers  are  Amer 
Lawn  Mower  Deluxe  Li^ 
Nothing  fancy,  they  go 
$65  to  $90,  according  tol 
width  (14  to  18  inches),! 
they  cut  grass  to  a 
mum  height  of  2.5  inc 
Sears  Roebuck  sells  a 
sion  of  these  under 
Craftsman  label.  Anol 
American  product,  licej 
to  Scotts  Co.,  has  two 
wheels  in  back  instead  | 
roller.  This  Scotts  Classil 
lows  for  a  higher,  314-1 
cut,  recommended  by  s  iOOa^^ 


lawn  doctors  to  retain  i  .x,, 


ture,  and  usually  sella 
$125.  American  Lawn 
produces  a  $100  seven-ti 
mower  for  thick  graf 
such  as  Bermudas,  thau 
common  in  the  South, 
important  to  ask,  before) 
ing  a  reel  mower,  if  the 
chine  is  well  configurq 
your  gi'ass. 

The  priciest  option 
Agri-Fab  Silent  Reel] 
$210 — about  the  same 
entiy-level  push-power : 
er  The  Agri-Fab's  wh 
blades  don't  quite  touc]|| 
stationary  blade;  they 
the  grass  instead  of  sni^ 
it.  It's  quiet  and  eas 
push.  As  for  the  virtuiji 
snipping  vs.  pinchinfflf 
tearing  the  gi'ass,  as  p* 
mowers  do,  these  arefJ 
kinds  of  questions  that  N 
lawn  lovers  arguing  lon^n 
the  vidnter.    Stephen  If 
 k 
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SPECIAL  ADVERTISING  SECTION 


Fifth  Annual  BusinessWeek  Forum  of 

hief  Financial  Officers 


Fun!  "  General  Electric  CFO  Dennis  Dammerman  opened  the  Fifth 
1  Business  Week  Forum  of  Chief  Financial  Officers  radiating  the  joy  that  has 
e  the  norm  among  senior  financial  leaders. 

't  spend  a  second  of  any  day  being  bored.  I  get  involved  in  a  huge  variety  of 
ss,  as  leader,  as  a  team  member,  as  a  source  of  strategic  ideas  for  the  company, 
rning  every  day.  It  is  the  job  without  limits." 


"The  great  thing  ahout  finance  is  that  the  skills  are  transfer- 
able from  industry  to  industry,"  says  Stephen  BoUeiibach, 
newly  named  CEO  of  Hilton  Hotels  Coqjoration  and  past 
CFO  of  The  Walt  Disney  Company,  Marriott  Corporation, 
and  The  Trump  Organization.  "Being  a  financial  officer 
assures  you  a  seat  at  the  head  table,  a  portfoHo  of  responsi- 
bilities, and  involvement  in  the  strategic  process  that  drives 
the  direction  of  the  company." 

Finance  at  the  Front  Line  of  Society 

With  leadership  comes  public  attention  and  an  increasingly 
high  profile  for  CFOs.  When  the  coiporate  community  is 
under  attack,  CFOs  feel  the  heat  right  along  with  CEOs. 

"We  doubled  our  revenue  in  the  '80s,"  says  GE's 
Danmierman,  "while  cutting  our  employment  in  half.  There 
have  been  personal  difficulties  that  have  gone  along  with  that 
reduction,  I  know.  But  there  are  still  220.000  people  employed 
with  us,  and  I  am  not  sure  there  would  be  that  many  if  we 
had  not  taken  the  action  we  did. 

"I  ti7  to  help  people  understand,"  says  Bollenbach,  "that 
if  there  is  an  enemy,  that  enemy  is  all  of  us.  The  coiporation 
is  owned  by  individuals.  The  corporation  is  the  people. 
Anyone  in  a  savings  plan,  a  401k,  a  pension  fund,  is  part 
of  the  corporate  community." 

"Many  of  the  jobs  that  leave  the  big  companies  don't 
go  to  Mexico,"  says  Dammerman.  "Many  of  the  smaU 
company  jobs  that  are  such  a  great  source  of  growth  for  the 
U.S.  economy  have  come  about  because  big  companies 
decided  to  focus  on  what  they  do  best  and  outsource  the 
rest.  Those  jobs  have  moved,  not  disappeared." 


D.  Dammerman 

ce-president,  finance,  and  CFO, 
Electric  Company 


:n  F.  Bollenbach 

It  and  CEO,  Hilton  Hotels 
ition;  fornner  CFO  of  The  Walt 
Company,  Marriott  Corporation, 
Trump  Organization 
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EXECUTIVE  PROGRAMS 


Beyond  news.  Intelligence. 


Presented  in  association  loith 

American  International 
Group,  Inc. 

Apple  Computer,  Inc. 

AT&T  Capital  Corporation 

KPMG  Peat  Marwick  LLP 

Milliman  &  Robertson 

SAS  Institute  Inc. 


"The  greatest 
foreign  policy 
challenge  facing 
the  United 
States  is  the 
potential  loss 
of  America's 
internationalist 
tradition." 

James  A.  Baker,  III 

former  U.S.  Secretary 
of  State,  Secretary  of 
the  Treasury  and  White 
House  Chief  of  Staff 


hy  Scott  Sinister,  coiuuUaiit 
Id  Buiiness  Week  Execniwe 
Proff  am.s,  and  chair  of 
ITie  Fifth  Ayiniud  Business 
Weeli  Forum  of  Chief 
Financial  Officers 


SPECIAL  ADVERTISING  SE 


CTION 


CFO  Survey  Results 


The  Fifth  Annual 
Business  Week 
Forum  of  Chief 
Financial  Officers 


"Reengineer 
the  people 
along  with  the 
processes  and 
the  technology, 
or  you  are 
automating  the 
status  quo." 

David  Dungan 

national  partner-in- 
charge,  World-Class 
Finance  Practice, 
KPMG  Peat  Mawick  LLP 


Need  a  Passionate 
People-Leader?  Call  Finance! 

The  reclining  theme  at  Tlie  Fifth  Aiiiiiial  Business 
Week  Fotaini  of  Chief  Financial  Officers  was  not 
jjHjfits  or  mergers  or  derivatives  or  any  other  financial 
topic.  It  was  people,  and  the  pressing  need  for  finan- 
cial executives  who  can  handle  tiie  'people  challenge." 
"  The  key  enablers  to  creating  a  higher  value,  lower 
cost  organization  are  ])eople.  processes,  and  tech- 
nology," says  David  Dungan.  director  of  KPMG 
Peat  Marwick's  World  Class  Finance  practice. 
"We've  always  known  that,  but  process  and  tech- 
iKjlogy  have  gotten  nearly  all  the  attention.  Now  we 
are  learning  that  if  CFOs  fail  to  reengineer  the  peo- 
ple along  with  the  processes  and  the  technology, 
they  end  up  automating  die  status  quo.  Old  behav- 
iors persist.  People  eventually  lose  patience  with 
reengineering  and  the  costs  you  cut  creep  back  in, 
the  gains  you  made  are  not  sustained." 

"I  am  working  on  pride,"  says  Michael  J.  Riley, 
CFO  and  senior  vice-president  of  the  U.S.  Postal 
SeiTice.  "Pride  is  not  just  a  feel-good  thing;  it  is 
central  to  our  success.  Pride  must  flourish  if  our 
750,000  people  are  to  become  self-motivated. 
When  we  put  in  pay-for-performance  incentives 
keyed  to  timely  deliveiy,  customer  satisfaction,  and 
net  income,  the  performance  measures  set  our 
managers  free.  Measures  allow  people  to  improve. 


Outsourcing: 

The  Hottest  Specialty  In  Finance 

As  CFOs  drive  toward  lower  costs  and  higher  effi- 
ciency, they  are  turning  to  outsourcing  companies 
for  the  nnanagement  of  a  variety  of  activities.  Out- 
sourcing targets  include  the  design  and  nnanagement 
'"f  information  systems,  the  human  resource  man- 
•jment  function,  and  the  oversight  of  corporate 
assets  such  as  vehicle  fleets,  industrial  equipment  - 
even  whole  factories. 

"Value-added 
services  can 
turn  idle  assets 
Into  unexpected 
sources  of  cash." 


'The  goal  of  outsourcing  is  to  raise  flexibility  while 
lowering  costs,"  explains  Charles  Van  Sickle, 

group  president  of  AT&T  Capital.  'The  qualified 
professional  asset  manager  applies  the  latest  tech- 
niques of  their  specialty  area.  That's  a  significant 
aspect  of  the  service." 


The  fastest  growing  area  is  the  management  of 
high  technology  equipment.  "Companies  are 
struggling  with  a  proliferation  of  high-technology 
assets.  Outside  asset  management  experts  assist 
in  everything  from  managing  data  centers  to 
finding  ways  to  use  and  upgrade  equipment  most  effectively 


Charles  Van  Sickle 

group  president, 
AT&T  Capital 
Corporation 


"CFOs  are  learning  that  these  value-added  services  can  turn  idle  assets 
into  unexpected  sources  of  cash." 


Sixty-five  percent"  of  the  big-company  CFOs 
attending  the  BusinessWeek  Forum  report  that 
their  total  employment  is  up,  not  down,  and  that 
their  companies  are  now  supporting  more  famili( 
than  ever  before,  in  more  places  around  the  worl 

After  receiving  more  information  on  the  flat 
proposal,  56  percent  of  big  company  CFOs  an 
in  favor  of  a  major  change  in  the  U.S.  tax  systei 
however,  76  percent  think  a  major  change  is 
likely  after  the  upcoming  U.S.  Presidential  eleci 

'  Wireless  audieme  rrspoiise  system  provided  by  Mt 
Interactive  Information  Services  ofjenkintawn,  PA 


Our  managers  now  have  the  pride  of  achievem( 
that  everyone  wants  to  have  in  their  jobs.  Pride  ii  |estlie 
foundation  of  the  U.S.  Postal  Semce  turnarounc  managf 
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CFO:  Thought  Leader 

for  Information  Technology 
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aalsmict 
illeraDlii 


It  is  in  information  technology  where  most  of  jjfj 
today's  competitive  advantage  is  being  built.  If 
CFO  'doesn't  get  it'  and  looks  only  for  cost  red 
tion  in  eveiy  IT  proposal,  the  company  will  mi 
out  on  myriad  competitive  opportunities. 

"What  does  it  mean,"  asks  Dr.  James  h'elarj 
Cash,  Jr..  James  E.  Robison  Professor  of  Busii 
Administration  at  Hai-vard  University  and  fonrj 
director  of  the  Hai'vard  MBA  program,  "when 
CFO  has  the  ability  to  capture  and  codify  expi 
and  put  it  on  something  that  is  connected  to  e 
person  in  the  company,  and  to  monitor  the  acti|f,, 
conduct  of  business  across  geographically  disptj* 
operations,  and  to  influence  at  the  individual  Itllhrifij'jjj 
what  employees  are  actually  doing  right  now?  ^k^^^^ 
should  a  CFO  think  about  that  tool?" 

The  control  flincdon  is  stiU  critical  to  CFO, 
success,  and  informadon  technology  now  pern? 
real-time  awareness  of  current  financial  data  fr<i'' 
throughout  the  corporation.  Dr.  James  Goods)?. 
president  and  CEO  of  SAS  Institute  showed  ftp-.  ,||-|||^, 
nated  CFOs  how  data  that  used  to  be  availableiJ 
quarterly  can  now  be  accessed  instantly,  downlot 
in  real  time  from  a  company's  operations  and  si| 
diaries  worldwide.  "The  idea,"  Goodnight  ex'^'l^re 
"is  that  all  of  the  data  stored  on  any  coqjorate !'   ^  . 
puter  system  ^  general  ledger,  order  entiy  sysS 
payioll  systems,  everytliing  —  can  be  brought  tojfi 
in  a  new  concept  caUed  a  data  warehouse.  Wh 
the  company's  data  is  available  constantly  insti 
quarterly,  it  completely  changes  the  way  you  m; 
communicate,  and  make  decisions  especially 
global  basis.  That  is  the  miracle  of  the  data  waj 
house."  Goodnight's  own  com|)uter  turns  itsel 
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and  delivers  same-day 
sales  and  other  data  to 
him  automatically  every 
morning.  "I  used  to  be 
dependent  on  our  IT 
people  to  get  data.  Having 
the  data  instantly  through 
the  data  warehouse 
s])eeds  up  our  decision- 
making enormously." 

"Information  techno- 
logy is  going  to  transform 
almost  every  aspect  of 
how  we  do  business,"  says 
Dennis  Dammerman  of 
GE.  "The  CFO  may  not 
be  the  technician,  but  it 
is  up  to  the  CFO  to  help 
lead  the  thought  process." 

At  VeriFone,  Inc.,  man- 
agement thought  about  it 
and  decided  they  would 
do  without  a  coqjorate 
headquarters.  The  $400 
million  dollar  manufac- 
turer of  card-swipe  devices 
and  operator  of  the  famil- 
iar and  ubiquitous  global 
credit  verification  network 
ercent  world  market  share.  VeriFone  has  ac- 
led  its  outstanding  success  with  a  remarkable 
nal  structure.  The  company  is  completely 
all  employees  work  from  their  homes  and 
iad  of  gathering  each  day  at  offices.  "Our  psy- 
does  not  include  the  concept  of  a  corporate 
irters,"  says  VeriFone  CEO  Hadm  Tyabji. 
ocations  all  over  the  world  are  created 
/e  operate  across  80  countries  with  time- 
ve,  distance-insensitive  behavior."  The 
i  philosophy  is  made  possible  by  the  fiin- 
J  of  technology,  but  Tyabji  insists  that  "we 
:namored  of  technology.  Effective  appfica- 
5chnology  is  95  percent  psychology,  and 
percent  technology." 

Where  The  Growth  Is 

I'e  years  since  the  first  Business  Week 

if  Chief  Financial  officers,  the  most  dramat- 

las  been  in  the  international  sphere.  "To  get 
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Apple's  New  CFO  Outlines 
His  Plan  Of  Attack 


"As  Apple's  new  CFO,  I  must  quickly  show  what 
the  finance  function  can  contribute  toward  a  speedy 
return  to  profitability. . . 

"Our  immediate  goal,"  says  Fred  D.  Anderson, 

Jr.,  executive  vice-president  and  CFO  of  Apple 
Computer;  Inc.,  "is  to  lower  the  company's  break- 
even point  and  return  Apple  to  profitability.  We 
will  make  full  use  of  outsourcing,  improve  our 
gross  margins,  and  reduce  operating  expenses. 
The  turnaround  is  already  in  full  swing.  We  took 
decisive  action  to  align  the  balance  sheet  with 
current  conditions  and  to  establish  the  reserves 
we  need  for  restructuring.  We  are  implementing 
with  the  same  decisiveness. 

"Better  asset  utilization  is  central.  Finance  is  now 
a  close  business  partner  of  the  operating  man- 
agers, ensuring  that  every  decision  is  measured 
for  consistency  with  company  strategy  and 
financial  objectives.  Every  new  project  is  scruti- 
nized to  ensure  it  provides  adequate  return. 
New  products  will  be  designed  to  meet  cost 
targets  and  the  required  gross  margins.  Business 
processes,  especially  forecasting  and  inventory 
management,  are  being  revised  and  improved. 

"I've  done  turnarounds  and  restructurings  in 
the  information  technology  industry  before. 
I'm  confident  that  with  a  strong  partnership  be- 
tween the  financial  and  operating  organizations, 
the  right  financial  discipline,  and  of  course  with 
Apple's  excellent  products  leading  the  way,  this 
company  can  achieve  its  goal;  a  return-on-equity 
for  our  shareholders  of  at  least  20  percent." 

double-digit  earnings  growth  today  you  must  go  to 
the  developing  countries,"  says  Dr.  Roger  Brinner. 
executive  director  and  chief  economist  of  DRI/ 
McGraw-HiU. 

"The  most  important  thing  happening  in  the 
world  today,"  U.S.  Deputy  Treasury  Secretary 
Lawrence  Summers  told  the  CFOs,  "is  that  the 
countries  where  five-sixths  of  humanity  live  have 
rates  of  economic  growth  that  will  double  their 
standards  of  living  in  as  litde  as  a  decade.  We  are 
working  to  take  advantage  of  those  opportunities 
through  NAFTA,  the  Uruguay  Round,  and  the 
efforts  for  free  trade  in  the  Americas  by  the  year 
2005.  Those  efforts  are  under  challenge  from 
people  on  the  far  left  and  the  far  right  who  believe 
that  trade  agreements  somehow  interfere  with 
our  sovereignty.  That  view  is  a  bad  misreading  of 
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"I  must  quickly 
show  what  the 
finance  function 
can  contribute 
toward  a  speedy 
return  to  profi- 
tability." 

Fred  D.  Anderson,  Jr. 

executive  vice-president 
and  CFO, 

Apple  Computer;  inc. 


"If  you  think 
you  are  going 
to  get  better 
than  1 0  percent 
earnings  growth, 
don't  expect 
to  get  it  on  the 
domestic  or 
European  rev- 
enue bottom 
line." 

Roger  E.  Brinner 

executive  director 
and  chief  economist, 
DRI/McGraw-Hill 
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"We've  got 
to  strengthen 
the  recognition 
that  America's 
future  is  with 
the  world,  not 
against  the 
world." 

Lawrence  H. 
Summers 

U.S.  Deputy  Secretary 
of  the  Treasury 


"The  battle 
for  financial 
strength  should 
be  the  unifying 
issue  that  binds 
all  corporate 
constituents 
and  society  as 
a  whole." 

Leo  O'Neill 

president  and 
chief  ratings  officer 
Standard  &  Poor's 


"Managing  all 
the  risk  is  an 
enormous 
challenge  for 
any  company." 

Edward  E.  Matthews 

vice-chairman  for 
finance,  and  CFO, 
American  International 
Group,  Inc. 


Risky  Business 


As  CFO  of  a  firm  operating  in  I  30  countries  with  an  aggregate  market  valuet' 
of  over  $44  billion,  American  International  Group  Vice-Chairman  Edward  Ei 
Matthews  faces  one  of  the  most  complex  investment,  risk  assessment,  anc,| 
hedging  challenges  of  any  executive  in  the  world.  "The  political  environment! 
asset/liability  management,  tax  policy  foreign  exchange  exposure,  credit  risk, 
market  risk. .  .managing  all  the  risk  is  an  enormous  challenge  for  any  compa 

"AIG's  liabilities  and  assets  are  denominated  in  so  many  different  currencies  j 
and  are  subject  to  such  radically  different  regulatory  environments  and 
codes  that  investment  strategy  is  very  tough.  Many 
of  our  markets  do  not  have  the  variety  of  asset 
classes  available  in  developed  countries.  So  we 
sometimes  design  our  own  investment  assets  -  such 
as  our  direct  equity  strategy  in  Southeast  Asia." 


Do  I  Need  An  Actuary? 

As  globalization  and  new  technologies  bring  change 
even  to  markets  CFOs  thought  they  knew,  new 
types  of  risk  are  presenting  themselves.  Fortunately 
new  systems  of  financial  forecasting  are  emerging 
to  help  them. 


-ifef 
1? 


"It  is  definitely  a  risk-laden  marketplace,"  says  Robert  Collett,  president 
and  CEO  of  Milliman  and  Robertson,  one  of  the  world's  foremost  actuarial 
and  consulting  firms.  "Actuaries  are  highly  trained  financial  forecasters,  with 
unique  skills  in  measuring,  modeling,  and  communicating  the  implications  of 
future  contingencies.  Following  nearly  half  a  century  of  selling  these  predictive 
services  mainly  to  insurance  companies  and  pension  plans,  we  now  find  we 
are  being  called  in  by  CFOs  at  all  sorts  of  corporations  -  anyone  who  needs 
strong  risk  assessment  and  statistical  analysis  talents  on-call. 


"Reliable  forecasts  are  every  CFO's  dream,' 
actuary  fills  a  vital  role." 


Collett  adds,  "That's  where  the 


"Reliable  fore- 
casts are  every 
CFO's  dream. 
That's  where 
the  actuary  fills 
a  vital  role." 

Robert  L.  Collett 

president  and  CEO, 
Milliman  &  Robertson, 
Inc. 
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our  interests.  The  U.S.  does  not  have  major  trade 
barriers  to  foreign  goods.  Trade  agreements  are 
about  bringing  down  trade  barriers  in  other  coun- 
tries. How  can  that  not  be  a  good  thing? 

"'Wlioever  wins  the  election,  we've  got  to 
strengthen  the  recognition  that  America's  future  is 
witli  die  world,  not  against  tlie  worid,"  says  Summers. 

Challenge  To  The  CFO 

A  company's  crecht  rating  is  a  central  measure  of 
die  CFO's  success.  The  President  and  Chief  R;itiiigs 
Officer  of  Standard  and  Poor's,  Leo  O'Neill 
praised  the  financial  leaders  at  the  Business  Week 
Forum,  saying  "I  commend  you  and  your  peers 
around  the  world  for  regaining  financial  credibility. 
After  die  1980s  witii  its  flood  of  below-investnient- 
grade  corporate  bond  issues,  you  are  to  be  com- 
plimented for  staying  the  course  on  pnidcnt  fiscal 
policies  when  pressures  have  been  rampant  to 
leverage  to  unsustainable  levels. 


"Your  next  task,"  says  O'Neill,  "is  to  regair  jjj^ 
financial  strength.  That  batde  has  not  yet  beeni  jjfijjjj^ 

Credit  downgrades  are  still  well  ahead  of  u] 
grades.  There  were  about  $.535  million  in  defa 
during  the  first  two  months  of  this  year.  "But," 
O'Neill,  "that's  a  lot  better  than  die  $20  billioi 
defaults  chalked  up  in  1991.  The  battle  for  fin 
cial  strength  should  be  the  imifying  issue  that 
all  corporate  constituents  and  society  as  a  whc 
There  can  be  no  separate  agenda  if  our  corpoi  II 
tions  are  to  realize  the  global  oji[)ortunities  of 
ftiture.  And  the  financial  function  is  the  focal  j 
for  establishing  this  shared  agenda  of  coqjoral 
financial  strength." 
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iness  Week  Index 


JCTION  INDEX 


from  last  week  i)  ?■ 
from  last  year;  7.4° 


PRODUCTION  INDEX 

—  May  18=129  2 
1992=100 


Sept  Jan  May 

1995  1996  1996 

IX  IS  a  4-week  moving  average 

iction  index  edged  up  slightly  during  ttie  v^eek  ended  May  18. 
before  calculation  of  the  four-week  moving  average,  the  index 

129.3,  from  129.8.  In  the  latest  week,  declines  in  the  seasonally 
)utput  levels  of  autos,  trucks,  paperboard,  and  electric  power  offset 
m  coal  and  steel  production  and  rail  freight  traffic, 
ig  index  vkiII  be  unavailable  for  an  indefinite  period  of  time. 
1  index  copyright  1996  by  The  McGraw-Hill  Companieij 
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RICES  (5/24)  S&P  500 


LATEST 
WEEK 


WEEK 
AGO 


678.51  668.91 


YEARLY 
%OHG 

28.8 


kTE  BOND  YIELD,  Aaa  (5/24) 


7.68%  7.72% 


0.9 


IflL  MATERIALS  PRICES  (5/24) 

S  FAILURES  (5/17) 


109.9  109.9 


-3.5 


NA 


NA 


NA 


rATE  LOANS  (5/15)  bilhons 


$505.1  $506.4 


5.8 


UPPLV,  M2  (5/13)  billions 


NA 


NA 


NA 


:LAIMS.  UNEMPLOYMENT  (5/1 1)  thous 


351 


340 


-4.4 


Sljndard  &  Poor's,  Moody's,  Journal  of  Commerce  (index:  1990=100).  Dun 
2t  (failures  of  large  companies).  Federal  Reserve.  Labor  Dept. 


EST  RATES 


LATEST 

WEEK 

YEAR 

WEEK 

AGO 

AGO 

FUNDS  (5/28) 

5.33% 

5.23% 

6.02%. 

CIAL  paper  (5/29)  3-month 

5.37 

5.37 

5.98 

JATES  OF  DEPOSIT  (5/29)  3  montfi 

5.34 

5.35 

5.91 

DRTGAGE  (5/24)  30-year 

8.20 

8.27 

8.04 

iBLE  MORTGAGE  (5/24)  one  year 

5.89 

5,97 

6.03 

/29) 

8.25 

8.25 

9.00 

Federal  Reserve,  HSH  Associates,  Bloomberg  Financial  Markets 


PRODUCTION  INDICATORS 


LATEST 
WEEK 

WEEK 
AGO 

YEARLY 
%  OHG 

STEEL  (5/25)  thous.  of  net  tons 

1,980 

1.989# 

3.1 

AUTOS  (5/25)  units 

139.855 

151.051r# 

6,6 

TRUCKS  (5/25)  units 

122.486 

128,826r# 

6.8 

ELECTRIC  POWER  (5/25)  millions  of  t<ilowatt-hrs 

NA 

59,746# 

NA 

CRUDE-OIL  REFINING  (5/25)  thous  of  bbl  /day 

NA 

14,053# 

NA 

COAL  (5/18)  thous.  of  net  tons 

19,443# 

18,915 

2.1 

PAPERBOARD  (5/18)  thous.  of  tons 

877. 1# 

878. 8r 

-6.2 

PAPER  (5/18)  thous.  of  tons 

781.0# 

813.0r 

-5.3 

LUMBER  (5/18)  millions  of  ft. 

458. 5# 

454.9 

6.3 

RAIL  FREIGHT  (5/18)  billions  of  ton-miles 

25. 2# 

24.8 

2.0 

Sources:  American  Iron  &  Steel  Institute,   Ward's  Automotive  Reports,  Edison  Electric 
Institute.  American  Petroleum  Institute,  Energy  Dept.,  American  Forest  &  Paper 
Association.  WWPAi.  SFPA2,  Association  of  American  Railroads 

PRICES 

LATEST 
WEEK 

WEEK 
AGO 

YEARLY 
%  OHG 

GOLD  (5/29)  $/troy  oz. 

391.000 

390.800 

1.5 

STEEL  SCRAP  (5/28)  #1  heavy,  $/ton 

142.50 

142.50 

0.0 

COPPER  (5/25)  (Z/lb. 

121.2 

130.5 

-10.6 

ALUMINUM  (5/25)  iz/ib 

73.0 

76.5 

-16.1 

COTTON  (5/25)  strict  low  middling  1-1/16  m.,  e/lb.  82.02 

82.64 

-24.9 

OIL  (5/28)  $/bbl. 

20.92 

22.47 

5.9 

Sources:  London  Wednesday  final  setting,  Chicago  market,  Me(a/5 
market,  NYMEX 

Week,  Memphis 

FOREIGN  EXCHANGE 

LATEST 
WEEK 

WEEK 
AGO 

YEAR 
AGO 

JAPANESE  YEN  (5/29) 

108.69 

106.95 

84.66 

GERMAN  MARK  (5/29) 

1.54 

1.54 

1.41 

BRITISH  POUND  (5/29) 

1.52 

1.51 

1.60 

FRENCH  FRANC  (5/29) 

5.22 

5.21 

4.96 

ITALIAN  LIRA  (5/29) 

1555.0 

1558.8  1638.5 

CANADIAN  DOLLAR  (5/29) 

1.37 

1.37 

1.37 

MEXICAN  PESO  (5/29) 

7.402 

7.378 

6.180 

Sources:  Mator  New  York  banks.  Currencies  expressed 
except  tor   British   pound   in  dollars 


units  per  U  S  doMar, 


in  the  production  indicators  are  seasonally  adjusted  in  computing  the  BW  index  (chart);  other  components  (estimated  and  not  listed)  include  machinery  and  defense 
l^Western  Wood  Products  Assn.       2=Southern  Forest  Products  Assn.         3=Free  market  value       NA^Not  available       r^revised       NM-Not  meaningful 


IE  WEEK  AHEAD 


INDICATORS 

June  3,  8:30  a.m.  edt>  The 
eading  indicators  compiled  by  the 
:e  Board  likely  increased  0.2%  in 
same  smali  gam  posted  m  IVlarch. 
i  median  forecast  of  economists 
by  MMS  International,  one  of  The 
Till  Companies. 

IRVEY 

June  3,  10  a.m.  edt  ►  The  mms 
ts  expect  that  the  National  Associ- 
'urchasing  Management's  business 
idex  probably  increased  to  51%  in 
1  50.1%  in  April.  A  reading  above 
gests  that  the  industrial  sector  is 
g.  The  NAPM  index  had  fallen  below 


50%  in  each  month  of  the  first  quarter, 
brought  down  by  weak  production,  orders, 
and  employment. 

CONSTRUCTION  SPENDING 

Monday,  June  3,  10  a.m.  edt>-  Construc- 
tion outlays  were  likely  unchanged  in  April. 
That  follows  a  large  3.1%  increase  in 
March,  with  gams  in  residential,  commer- 
cial, and  public-works  projects. 

FACTORY  INVENTORIES 

Tuesday,  June  4,  10  a.m.  edt>-  Factory 
inventories  probably  rose  0.3%  in  April, 
after  no  change  in  March.  That's  suggested 
by  a  gam  in  factory  output.  April  orders  like- 
ly fell  0.8%,  after  rising  1.5%  in  March. 


EMPLOYMENT 

Friday,  June  7,  8:30  a.m.  edt>-  The  mms 
median  forecast  calls  for  an  increase  of 
165,000  new  nonfarm  jobs  in  May.  In 
April,  payrolls  added  a  negligible  2,000 
workers.  The  unemployment  rate  likely 
edged  up  to  5.5%  last  month,  from  a  5.4% 
reading  in  April. 

INSTALLMENT  CREDIT 

Friday,  June  7,  3  p.m.  edt>  Consumers 
probably  added  $8  billion  in  new  credit  in 
April,  says  the  mms  forecast.  Debt  increased 
by  just  $6.4  billion  in  March  but  averaged 
a  large  $11.5  billion  in  January  and  Febru- 
ary. Installment  debt  continues  to  rise 
despite  slowing  retail  sales. 
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Online 

Business  Week  presents 
frequent  live  conferences 
on  America  Online. 
It's  your  opportunity  to  ask 
questions  about  features 
from  the  magazine. 

Sunday  <- 


America's  love  affair  with 
stocks:  It's  full  of  promise — 
and  perils.  BW  Chief 
Economist  William  Wolman 
will  talk  about  the  June  3 
Cover  Story  and  answer  your 
market  questions.  June  2 
9  p.m.  EDT  in  the  Globe 

Monday 

Henry  Weingarten  of  the 
Astrologers  Fund  has  just 
published  Investing  by  the 
Stars.  Tune  in  to  quiz  him  on 
this  unusual  market 
perspective.  June  3 
9  p.m.  EDT  in  the  Globe 

Tuesday 

How  do  you  start  a 
microbrewery — and  then  go 
on  to  sell  stock  on  the  Net 
and  launch  a  Net-based 
stock  exchange?  Andrew 
Klein  will  tell  all.  June  4 
9  p.m.  EDT  in  the  Coliseum 


Transcripts  of  all  conferences 
are  available  for  downloading 
from  tfie  BW  Onfine  area  on  AOL 
soon  after  eacti  event. 


For  a  free  trial  diskette 
including  10  free  hours  on 
AOL,  call  1-800-641-4848 
and  mention  Business  Week. 
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in's  bond  holdings 
ttie  market.  Then,  spec- 
inflation  fears  would 
eral  Reserve  to  raise 
s  boosted  the  yield  on 
Tieasuries  from  6.86% 
just  one  day.  Rising 
orMs,  and  after  flirting 
he  Dow  closed  the 
.8%.  Meanwhile,  the 
Dm  its  recent  highs 
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90-DAY  TREASURY  BILL  YIELD 

5.18% 
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+0.15% 
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y  groups  include  S&P  500  companies  only;  performance  and  sfiare  prices  are  as 


of  market  close  IVlay  28  Mutual  fund  returns  are  as  of  May  24.  Relative  portfolios  are  valued 
as  of  May  28.  A  more  detailed  explanation  of  this  page  is  available  on  request,  r-revised 
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Editorials 


IS  BOB  DOLE  REALLY  A  SUPPLY  SIDER? 


The  federal  budget  is  running  a  record  suiplus.  Well,  sort 
of.  Without  the  billions  of  dollars  being  paid  in  interest  on 
the  national  debt,  most  of  it  inherited  from  the  '80s,  the 
U.  S.  government  would  actually  be  ininning  a  $100  billion  siu"- 
plus.  Think  about  that  long  and  hai'd  in  this  election  season. 
Presidential  candidates  are  starting  their  competitive  bid- 
ding on  tax  cuts,  with  naiy  a  nod  to  equivalent  cuts  in  gov- 
ernment spending.  The  last  thing  this  country  needs  is  an- 
other experiment  with  a  fiscal  free  lunch.  We  do  not  believe 
that  tax  cuts  pay  for  themselves  dollar  for  dollar  (although 
they  can  boost  growth  and  raise  government  revenues).  The 
'80s  experience  with  tax  cuts  shows  that  old-fashioned  re- 
straint is  required  to  reduce  the  deficit.  That  means  curbing 
the  gi'owth  of  entitlement  spending.  But  then,  we're  not 
running  for  office. 

The  timing  for  this  tax  policy  nostalgia  couldn't  be  worse. 
The  U.S.  is  now  in  a  virtuous  economic  cycle.  At  1.7%  of 
gross  domestic  product,  the  nation  is  running  a  smaller  bud- 
get deficit  than  Japan  or  Gennany.  As  a  result,  inflation  is  low, 
growth  is  good,  and  the  dollar  is  strengthening.  America  is  in 
its  best  economic  shape  in  20  years.  To  ruin  that  now  with 
wild,  inflationary  tax  cuts  would  be  a  political  crime. 

The  saddest  part  of  this  spectacle  is  the  attempt  by  some 
of  his  advisers  to,  in  effect,  disgrace  Bob  Dole.  For  his  entire 
political  Ufe,  Dole  has  stood  above  all  else  for  one  thing:  a  bal- 
anced budget.  Supply  siders  in  his  own  party  attacked  his 
"root-canal"  economics  and  liis  call  for  spending  discipline. 
Now  that  he's  running  for  President,  Dole's  handlers  want 


him  to  turn  his  back  on  a  lifelong  record.  It  was  wron 
President  Clinton  to  pander  to  voters  by  saying  thd 
tempts  to  curtail  the  growth  of  Medicare  and  Med 
amounted  to  actual  cuts  in  these  popular  entitlementsj 
wrong  for  Dole  to  pander  to  voters  by  suggesting  than 
tax  cuts  will  put  money  in  their  pockets  but  won't  inc 
the  deficit.  The  bond  market  will  certainly  raise  inl 
rates  if  the  deficit  gets  out  of  control  again,  hurting  ! 
nomic  growth  and  jobs. 

Let's  face  it,  a  15%  across-the-board  cut  in  the  margii 
come  tax  rate  will  cost  upwards  of  $600  billion  over 
years.  A  $500  tax  credit  for  charitable  deductions  will  cc 
to  $300  billion.  Letting  people  deduct  Social  Security  pi 
taxes  comes  to  $350  billion.  These  are  cuts  currently  fa 
by  Dole's  advisers.  Clinton's  people  are  talking  about  a  p. 
lion  tax  credit  for  education  and  training.  Who  is  going  t 
for  these  cuts?  Congress  is  already  cutting  discrete 
spending  sharply.  That  leaves — guess  what — Medicare,! 
icaid,  and  Social  Security.  As  the  gop  has  discovere( 
public  isn't  keen  on  hacking  at  these  programs. 

It's  all  about  growth.  Being  pro-growth  is  cool  these 
in  Washington,  where  a  higher  growth  rate  is  seen  s 
way  to  reduce  economic  anxiety.  Old  supply  siders  ar( 
ping  on  new  pro-growth  clothes  to  push  their  tax 
through  Dole.  We  think  cui'bing  the  increase  in  entitlei 
reducing  the  deficit,  and  letting  interest  rates  drop  shai 
the  way  to  go.  That's  what  the  old  Bob  Dole  stood  fo 
we  have  a  feeling  we're  going  to  miss  him. 


7 


DANGER  IN  THE  SKIES 


Is  the  Federal  Aviation  Administration  involved  in  a 
coveiup  of  a  wddespread  bogTis-pails  problem  in  the  au^line 
industiy?  A  three-month  investigation  by  BUSINESS  WEEK  of 
the  aircraft-parts  trade  demonstrates  that  fakes,  used  parts 
sold  as  new,  and  new  parts  sold  foi-  unapproved  puiposes  are 
seeping  into  the  inventories  of  all  the  major  airlines  in  the 
country.  The  faa,  with  its  dual  mission  of  promoting  the 
business  of  aviation  while  ensuring  safety,  denies  there  even 
is  a  significant  counterfeit-parts  problem.  Despite  information 
from  its  own  flight-safety  inspectors  and  airline  employees,  the 
FAA  is  pi-otecting  the  industry  it  regulates  (page  84). 

Bogus  parts  are  not  causing  a  rash  of  planes  to  fall  from 
the  sky — yet.  But  some  accidents  have  been  linked  to  defec- 
tive parts.  A  ValuJet  Aii-lines  DC-9  caught  fire  last  June.  The 
cause' was  an  engine  that  had  been  overhauled  in  a  repaii"  sta- 
tion in  Turkey  that  lacked  faa  approval.  It  contained  a 
cracked  and  coiroded  compressor  disk.  A  Cessna  175  crashed 
on  an  Oklahoma  City  i-unway  in  1994  and  National  Trans- 
portation Safety  Board  inspectors  found  bogus  engine  bear- 
ings. A  Convair  580  belonging  to  Norway's  Partnair  disinte- 


grated at  22,000  feet  over  the  North  Sea  because  of 
terfeit  bolts  in  the  plane's  tail.  The  tail  fell  off  in  r 
and  all  55  people  aboard  died.  Even  so,  the  faa  has  al 
ly  threatened  to  fire  or  demote  staffers  who  public 
knowledge  that  counterfeit  paits  are  a  safety  problem.  I4 
edited  its  computer  database  to  show  far  fewer  acci 
attributed  to  bogus  parts. 

There  is  gi-eat  pressure  to  cut  costs  in  the  deregil 
U.  S.  airline  industry.  Many  cairiers  are  outsourcing  irj 
nance  overseas,  others  are  using  older  planes,  and  still 
ai'e  seai'ching  the  world  for  the  lowest  bidding  suppliers, 
the  aii'lines  and  the  FAA  have  provided  the  public  wi| 
safest,  most  inexpensive  transportation  of  any  natioj 
record  is  threatened  by  increased  use  of  counterfeit^ 
The  FAA  should  acknowledge  the  problem  and  seek  thi 
tional  resources  it  needs  fi'om  Congi'ess. 

Government  vigilance  against  behavior  that  thi"eaten 
he  safety  is  an  absolute  requirement  of  a  free  marke 
FAA  must  be  a  watchdog,  not  simply  a  promoter.  If  it 
then  the  functions  must  be  split  between  two  agenciei 
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The  Future  is 
Looking  Brighter 


We've  seen  the  future  and  it  looks  bright.  From  fingertip-sized  memory  chips  to 
powerful  communications  satellites,  we're  dedicated  to  making  it  even  brighter 
through  advanced  semiconductor,  communications,  and  multimedia  technology. 
We  are  Hyundai  Electronics. 

Semiconductors  Hyundai  Electronics  wasn't  the  first  semiconductor  maker, 
but  our  256 -megabit  synchronous  DRAM  was  a  worid  first.  Now  we're  working 
on  the  cutting  edge  of  technology  to  develop  tomorrow's  1-and  4 -gigabit  DRAMs 
as  well  as  non-memory  chips  and  advanced  TFT-LCD  displays. 

r 

V-/oinmunications  Hyundai  Electronics  didn't  pioneer  satellite  communications, 
but  we  will  build  23  of  136  Satellites  in  the  GlobalStar  woddwide  communication 
system  by  2005.  From  auto  navigation  systems  to  CDMA  digital  cellular  phones, 
we're  helping  shape  the  way  you'll  keep  in  touch  with  your  worid  tomorrow. 

^N^ultimedia  Hyundai  Electronics  wasn't  the  inventor  of  multimedia,  but  our 
Video  CD  Players  and  multimedia  personal  computers  are  bringing  it  into  homes 
around  the  world  today.  Now  we're  riding  the  next  wave  of  technology  with  high- 
definition  television,  video-on-demand,  and  digital  video  disc  projects  to  take  home 
entertainment  to  the  next  level. 

Hyundai  Electronics.  We've  seen  the  future.  And  it's  looking  brighter. 
LIVE  THE  FUTURE 

•HYUNDAI 

Hyundai  Electronics  Industries  Co.,  Ltd. 

Head  Office  San  136-1,  Amr-ri,  Bubal-eub,  Ichon-kun,  Kyoungki-do,  467-860  Korea  Tel:  741-0661.  Fax:  741-0737 
Seoul  Office   Hyundai  Jeonja  Bkjg.  66  Jeokseon-dong,  Chongro-ku.  Seoul.  Korea  Tel:  398-4500.  Fax:  733-2145/7 
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Up  Front 


EDITED  BY  LARRY  LIGHT 


SLUGFESTS 


THE  BRAWL  OVER  BORN-AGAIN  CAMERAS 


THE    PHOTO    GIANTS  ARE 

ripped  that  small  outfits  are 
recycling  the  big  guys'  dis- 
posable cameras  and  selling 
them.  So  Eastman  Kodak, 
Fuji,  and  Konica  are  trying 
to  squelch  this  guemlla  crew, 
called  "reloaders,"  thus  far 
with  little  apparent  success. 

Reloaders  such  as  Brook- 
lyn's Envii-ocam  and  Tacoma 
{Wash.)-based  Charles  Ran- 
dolph Co.  buy  used  brand- 


name  disposables  from 
film  developers  for  a 
nickel  to  20?.  They  re- 
fiu'bish  and  repackage  the 
cameras,  put  in  new 
film,  then  sell  them  for  as 
much  as  50%  off  the  big-com- 
panies' retail  price,  which 
goes  up  to  about  $12  each. 
Reloaders  are  a  small  yet 
gi'owing  slice  of  the  60  million 
disposables — worth  $550  mil- 
lion retail — sold  yearly. 


SHOW  BIZ 

THOSE  GABLE  GUYS 
ARENT  SO  DUMB 

CALL    IT  JUJITSU   PR.  THE 

oft-derided  cable  industry, 
about  to  get  lampooned  in 
Jim  Carrey's  comedy  The  Ca- 
ble Guy,  is  trying  a  novel 
tack.  It's  embracing  the 
movie,  even  going  so  far  as 
to  promote  the  thing. 

-Jones  Inter- 
cable,  along  with 
the  Comedy 
Central  cable 
channel,  is  run- 
ning a  national 
sweepstakes  for 
such  prizes  as 
an  official  Cable 
Guy  van,  a  Sony 
home  entertain- 
ment system,  and 
free  cable  for  life. 
Continental  Ca- 
blevision  just  held  a  Cable 
Guy  competition  in  St.  Paul, 
Minn.,  that  involved  chmbing 
poles  and  stringing  wire. 
"When  someone  tries  to  nm 
you  out  of  towm,  you  turn  it 
into  a  parade,"  says  Connie 
Scholz,  a  spokeswoman  for 
Comcast,  which  is  sponsoring 
the  flick's  Junt  10  premiere. 

The  slack-jawed  Can-ey,  a 
proven  box  office  draw,  plays 
an  obno.xious  cable  installer 
who  is  every  homeowner's 
nightmare.  But  the  industiy's 


WINGNUT: 

Carrey 


Une  is  that  the  Columbia  Pic- 
tures feature  depicts  yester- 
day's problems.  For  the  past 
year,  cable  operators  have 
been  pushing  a  nationwide 
progi'am  to  improve  then*  no- 
torious sei-vice.  You  now  get 
a  fi'ee  installation  or  $20  off 
the  bill,  for  instance,  if  they 
are  late  for  installation  or  re- 
pairs. And  bona  fide  cable 
guys  point  out  that,  at  the 
beginning  of  the  movie,  the 
CaiTey  character's  employer 
fii"es  him.  Ron  Grover 


TALK  SHOW  UWe  thought  it  was  time  to  take  a  more 
generous  view  of  the  efficiencies  that  a  merger  might  yield. 

— FTC  Chairman  Robert  Pitofsky,  on  an  FTC  report  urging 
antitrust  regulators  to  give  more  weight  to  cost  savings 


Jim  Blamphin,  endangers  t! 
quality  of  photos  and  rislj 
giving  "the  entire  indust 
black  eye."  Baloney,  reply  t 
reloaders,  who  insist  they  i 
spect  and  clean  all  parts, 

Konica  is  retahating  wi 
its  own  reloading  program 
manufacture  private-la' 
cameras.  And  all  three  ph 
giants  have  been  encou 
ing  film  labs  to  recycle 
them  exclusively  by  offe 
incentives,  including  payii 
for  used  parts.  Lisa  Sande 


The  reloaders,  though, 
don't  usually  replace  the  lens, 
and  they  use  cheaper  film. 
That,  says  Kodak  spokesman 


URBAN  ANGST 


TALK  OF  DIVORCE  IN  THE  VALLEY 


LOS    ANGELES  HAS 

another  woe  to  add  to 
its  history  of  earth- 
quakes, fii'es,  and  riots. 
There's  a  gi'owing  sen- 
timent in  the  San  Fer- 
nando Valley  to  secede 
from  the  city. 

The  California  As- 
sembly already  has 
passed  a  bill  that  pre- 
vents the  City  Council 
from  vetoing  a  referendum 
on  secession.  The  Senate  is 
slated  to  begin  debate  on  the 


THE  LIST  MIGHTY  MITES 


Another  sign  of  today's  frothy  markets  for 
securities  issues  is  that  some  small  under- 
writers are  outpacing  big  ones,  at  least 
proportionately.  Ten  have  already  beaten 
their  1995  underwriting  volumes.  Shown 
here  are  those  with  1995  volumes  of 
$300  million  or  more.  One  of  leader  First 
Union  Capital's  largest  deals,  for  instance, 
securitizes  $120  million  of  Newcourt 
Credit  Groups'  equipment  loans.  Top-vol- 
ume player  Merrill  Lynch  ($64  billion  now)  has  amassed 
only  half  its  1995  showing. 

UNDERWRITERS  ALREADY  SURPASSING  1995 


COOKiN' 


FIRM 

Debt  and  equity  (in  billions) 

UNDERWRITiNG  VOLUME 

1996  through  May  31  1995 

FIRST  UNION  CAPITAL  MARKETS 

$1.7 

$0.5 

NOMURA  SECURITIES 

1.6 

1.1 

MORGAN  KEEGAN 

1.5 

0.9 

BANC  ONE  CAPITAL 

0,9 

0.7 

VININGS-SPARKS  IBG 

0.5 

0.3 

DATA:  SECURITIES  DATA  CO. 

measure  June  19.  And  if  V[ 
ley  voters  O.K.  a  split  |i| 
a  referendum,  it's  goodb; 
Valley  Girl.  That  is,  unle 
an  independent  state  boi 
called  the  Local  Agency  fit. 
mation  Commission  forbil 
the  move. 

The  largely  suburban  V 
ley  (whose  1.2  miUion  peoj' 
make  up  one-third  of  t 
city's  population)  has  long  h. 
an  uneasy  maniage  with  ti' 
urban  core  and  its  soc| 
problems.  The  business  gro^ 
pushing  the  veto-proofing  t , 
the  Valley  Industiy  &  Co 
merce  Assn.,  contends  Vail' 
people  don't  get  a  fan*  retn 
on  theii"  taxes — at  best,  it  v  : 
timates,  80<2  in  city  servi(S 
for  each  $1  paid. 

Secession  opponents,  p: 
ticularly  the  City  Council,  sif 
a  split  would  hurt  L.  A.  ej- 
nomically.  And  some  questii 
whether  an  incorporated  \-i 
ley  would  end  up  paying  sit 
more  to  duplicate  servicesM 
would  lose.        Eric  Sch 
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WE'RE  MAKING  A  GROWING  FAMILY 

If  you  think  Bayer  only  means  aspirin,  you'll  be  surprised  to  know  how  much  more  we  bring  to  your  life. 
Chances  are,  Bayer  affects  you  in  dozens  of  ways  each  day,  with  a  wide  range  of  products  that  are  used  in 
such  things  as  home  insulation,  coatings  for  walls  and  floors,  fabrics  and  even  CDs.  Our  vast  array  of  health  care 
products  help  doctors  diagnose  and  treat  ailments,  while  our  vitamins  help  keep  your  kids  growing  strong. 

OF  PRODUCTS  FOR  YOURS. 

Our  crop  protection  products  help  farmers  bring  an  abundance  of  food  to  your  table.  And  our  imaging 
technologies  make  one  hour  photos  possible.  In  all,  Bayer  makes  over  10,000  products  that  affect  your 
life  in  ways  large  and  small.  And  we're  investing  billions  in  research  and  development  every  year. 
Because  if  we  don't  keep  our  family  growing,  how  in  the  world  will  we  ever  keep  up  with  yours? 


Up  Front 


TRENDLETS 


TEAM  COLORS  ARE  FADING  EVERYWHERE 


AMERICAS  HUNGER  FOR  BULLS 

jackets  and  Yankees  caps  has 
a  limit  after  all.  During  a 
decade  of  torrid  growth,  li- 
censed merchandise  sales 
grew  tenfold,  to  $11.4  billion, 
in  1995.  The  market,  which 
grew  only  1%  last 
year,  should  be  flat 
in  1996,  says 
trade  publicatimi 
Team  Licen^iiiHi 
Business. 

One  victim 
blames  disen- 
chantment among 
fans.  "Part  of  it 
was  the  hangover  from  the 
strikes"  in  hockey  and  base- 
ball, says  Ian  Gomar,  mar- 
keting veep  at  Starter  Corp., 
whose  first-quarter  sales 
dropped  10%.  But  a  broader 
reason  for  the  blah  outlook 


BENCHED:  Logo 


is  that  sports  merchandise  is 
no  longer  chic,  say  industiy 
analysts.  Buyers  have 
dropped  it  like  a  sore-armed 
relief  pitcher,  opting  for  more 
stylish,  muted  duds. 
So  sports-apparel 
manufacturers  are  re- 
focusing  on  true  be- 
hevers  still  wiUing 
to  pay  top  dollar 
for  team  togs, 
such  as  $125  repli- 
cas of  Michael  Jor- 
dan's shirt.  The 
companies  are 
"  also  pushing  hai'd 
overseas,  where  the  nfl  and 
the  NBA  are  gaining  fans. 
And  lately,  the  leagues  are 
selling  logos  beyond  the  ap- 
parel realm.  Anyone  care  for 
a  Los  Angeles  Chppers  Sun- 
beam shaver?  Stephen  Baker 


DRAWN  &  QUARTERED 


"  NO,  W£'/?£  THE  PARENTS 


BROADCAST  NEWS 


HOWARD  STERN'S  BAHLE  OF  RICHMOND 


HOWARD  STERN  S  BID  TO  PLAY 
in  Peoria  may  be  running 
into  trouble  wdth  advertisers. 
One  of  the  nation's  top  radio 
personalities,  he's  in  30  mar- 
kets (vs.  620  for  Rush  Lim- 
baugh),  most  of  them  metro- 
politan. Recently,  he  has 
expanded  into  smaller  cities 


GENERATION  X  FILES 

irS  HIP! 

IT'S.  ..BOWLING? 

ONCE  THE  PASTIME  OF 

lovable  losers  such  as 
Ralph  Ki'amden  and 
Fred  Flintstone,  bowl- 
ing may  be  staging  a 
comeback,  particularly 
among  Generation  X.  The 
game  has  been  on  a  slow  de- 
cline. At  its  1968  peak,  there 
were  10,883  alleys,  but  in 
1994,  just  7,183  were  left,  ac- 
cording to  industry  figures. 
While  more  recent  numbers 
aren't  out  yet,  there  ai-e  signs 
of  a  new  energy  galvanizing 
the  world  of  tenpins,  along 
with  a  hipper  image. 

Consider  the  success  of 
"cosmic  bowling."  Since  last 
summer,  laser  lights,  simulat- 
ed fog,  and  glow-in-the-dark 
lanes  and  balls  have  boosted 
business  by  nearly  40%  at 
the  Brunswick  Recreation 
Centers  chain.  Other  innova- 
tions include  relaxed  rules  for 
men  on  the  Professional 
Bowlers  Assn.  circuit,  allow- 
ing goatees  and  earrings,  plus 


NEW  LIGHT: 

Cosmic  lane 

a  best-selling 
('D-ROM  game, 
PBA  Bowling, 
and  a  Web 
site  with  al- 
most 9,000 
daily  hits. 
The  sport 
now  even  features  cheerlead- 
ers at  professional  matches. 


A  huge  new  bowling  center 
in  Reno,  Nev.,  the  National 
Stadium,  sports  an  80-foot- 
high  dome  shaped  like  a 
bowling  ball.  Keeping  things 
rolling,  bowling  will  shortly 
hit  the  silver  screen  with 
Kingpin,  labeled  the  Dmnh 
and  Lhmiber  of  the  bowling 
lanes,  and  a  documentary 
called  Pin  Gods  that  centers 
on  the  hves  of  three  profes- 
sional bowlers.  Kerry  Capell 


THE  BIG  PICTURE 


BOARDROOM  BALANCE  OF  POWER 

Inside  directors'  influence  on  corporate  boards  has  been 
eroding  steadily  over  the  past  two  decades.  Boards  are  under 
greater  pressure  from  shareholders  to  be  independent  from 

company  management, 
keeping  a  strict  and 
impartial  eye  over 
operations. 


H 


such  as  York,  Pa.,  and  Gra 
Rapids,  Mich. 

For  years.  Stern's  she 
jock  routine  has  promp 
advertisers  to  dump 
This  hasn't 
mattered  in 
big  markets 
Hke  Los  An- 
geles, where 
they  are  easy 
to  replace,  ac- 
cording to 
Stern's  agent, 
Don  Buch- 
wald.  That's 
not  the  case 
in  Richmond, 
Va.,  where  wvgo-fm  sigij 
him  early  this  year  to  arrj 
a  ratings  decline. 

While  he  delivered  N 
ratings  among  the  eage 
sought  25-to-34-year-old  n 
audience,  the  station  sayi 
has  lost  70%  of  its  ad  ] 
enue  to  a  boycott  led  by 
city's  influential  food-st 
family,  the  Uki-ops.  They  £ 
a  letter  to  advertisers  call 
his  show  "racist,  sexist  fil 
Stern  deepened  the  rift 
berating  the  Ukrops  on-a 

ABS  Communicati( 
which  agreed  to  acqi 
WVGO  and  two  sister  stati 
for  $14.5  million  on  May 
from  Benchmark  Commi 
cations,  says  it  may  buy 
Stern's  contract — estims 
at  around  $250,000  yea 
The  Stern  camp,  uncha: 
teristically,  declines  comn 
on  Richmond.  Roy  Furch 


near 


yrevt 


curservi 


FOOTNOTES  Business  fliers  who  prefer  cash  in  exchange  for  overbooked  seats:  40%;  who  prefer  upgi'ade  on  next  flight:  36% 
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We  didn't  invent  managed  care. 
We  reinvented  it. 

Managed  health  care  isn't  a  recent  brainstorm.  It's  been  around  for 
fifty  years -long  enough  for  a  few  cobwebs  to  grow  on  the  concept. 
Which  may  be  why  United  HealthCare  has  grown  to  be  one  of  the 
argest  health  care  management  services  companies  in  America  -  by 
quietly  revolutionizing  the  industry. 

We  did  it  not  just  by  managing  care,  but  by  managing  information. 
It's  a  concept  we  call  "shared  intelligence"-  the  idea  that,  by  constantly 
analyzing  our  ten  million  patient-years  of  data,  we  can  consistently  improve 
our  services.  Over  the  years,  that  philosophy  has  enabled  us  to  assist  our 
participating  providers  to  increase  the  use  of  lifesaving  drug  treatments  for 
cardiac  patients. To  decrease  blindness  among  diabetics.  Even  to  raise  the 
life  expectancy  of  transplant  patients  while  reducing  transplant  costs. 

That  sea  of  information  is  also  the  basis  for  some  of  the  most  innovative 
health  programs  in  the  business.  From  HMOs  to  PPOs  to  an  affordable  and 
flexible  concept  called  Open  Access  tnat  keeps  both  patients  and  employers 
happy  with  more  freedom  and  better  cost  containment. 
In  other  words,  health  care  that's  designed  not  just  to  conform  to  industry 
itandards,  but  to  appeal  to  the  most  fundamental  human  standards,  as  well. 


An  analysis  of  a 
sampling  of  our 
immunization  data  showed  that 
less  than  70%  of  our  enrolled 
toddlers  were  receiving  proper 
immunizations.  A  new  program  • 
informing  parents  and  doctors  of 
this  lapse  raised  the  immunization 
rate  to  more  than  80%. 


UNixEDhealthcare 

http://www.uhc.com 


HME  IS  HO  aiCH  niiNt 

AS  A  SMAL  BUSINESa 


ust  like  there's  no  such  thing  as  a  small  dream. 
There  are  opportunities.  The  kind  that  help 


you  find  half  a  million  new  customers  in  half  a 
day.  The  kind  that  give  you  a  more  creative 

way  to  be  heard.  The  kind  that  show  you 

how  to  stand  out.  The  kind  you  seize. 

This  is  wliat  you  can  do  when  you 
put  your  business  on  the  Internet. 

THIS  IS  WHAT  YOU  CAN  DO  WITH  A  MACINTOSH. 


Entrepreneur.  Leader.  Innovator  Jim  McCann  isn't  chasing  his  dream-he  caught  it.  And  the  Internet  has  helped  him  do  it.  By  opening 
up  a  world  of  new  opportunities  for  expanding  his  business.  By  giving  him  ways  to  reach  millions  of  new  customers.  By  helping  him 
turn  1-800-FLOWERS  into  the  world's  largest  florist  and  one  of  America's  ftistest  growing  companies.  The  same  way  Apple  Macintosh 
personal  computers  are  revolutionizing  how  millions  of  other  people  are  growing  their  business  througli  the  Internet  -  no 
matter  how  big  their  business  may  be.  Jim  Mct^unn  isn't  just  changing  the  way  consumers  think  about  buying  flowers.  He's 
changing  the  way  Wall  Street  thinks  about  buying  flowers,  /Ml  it  took  w;is  a  dream. The  cour;ige  to  follow  it.  And  a  little  |iowen  ^' 
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Readers  Report 


IS  HARVARD  B-SCHOOL 
REALLY  THAT  INNOVATIVE? 

Congi-atulations  to  Dean  Kim  Clark  of 
Harvard  Business  School.  Your  aiticle 
"Harvard  B-School's  Professor  Fixit" 
(Management,  May  20)  illustrates  that, 
he  is  at  last  catching  up  with  his  in- 
dustry: using  electi'onic  mail,  incorpo- 
rating cases  on  international  business, 
assigning  a  few  team  projects,  and  con- 
sidering the  GMAT  in  admission  deci- 
sions. Wow,  what  next! 

My  dean  at  East  Tennessee  State 
has  used  E-mail  for  years,  and  we  have 
emphasized  international  business  for 
more  than  a  decade.  Students  partici- 
pate in  team  assignments  throughout 
the  MBA  curriculum,  and  particularly  in 
a  capstone  consulting  project  in  the 
business  community.  One  of  our  main 
philosophical  tenets  is  that  more  can  be 
achieved  through  teamwork  than 
through  individual,  competitive  effort. 
For  interested  prospects,  our  out-of- 
state  fees  are  only  $6,500  per  year — 
roughly  one-fourth  of  Harvard's. 

But  is  it  surprising  that  Harvard 
business  school  lags  behind  its  competi- 
tors, large  and  small?  Dean  Clark's  cre- 
dentials, according  to  the  article,  are 
underwhelming.  He  has  never  worked 
anywhere  except  Harvard  and  even  re- 
ceived his  PhD  there. 

To  avoid  inbreeding,  respectable  busi- 
ness schools  don't  hire  their  own  grad- 
uates. And  normally  they  expect  a  new 
dean  to  bring  some  experience  to  the 
job.  Wliat  is  smi^rising  is  that  business 
WEEK  should  feel  compelled  to  devote 
four  pages  to  "innovations"  that  are 
years  out  of  date. 

John  F  Nash 
Director  of  Graduate  Studies 
East  Tennessee  State  University 
College  of  Business 
Johnson  City,  Tenn. 

JUDGE  FIDELITY 

ON  THE  RISKS  IT  TAKES  

You  cite  a  study  by  Morningstar  Inc. 
to  prove  that  Fidelity  has  lost  its  edge 
("Fixing  Fidelity,"  Cover  Story,  May  6). 


Unfortunately,  that  study  used  only  t 
tal  returns  and  did  not  take  into  al 
count  the  volatility,  or  risk  level,  of  tl' 
funds  in  each  family  when  ranking  tl 
families.  High-iisk  fimds  ai'e  expected 
return  more  than  low-risk  fimds.  Had 
ranking  been  done  that  considered  boil 
risk  and  I'eturn,  then  the  order  wou, 
have  been  quite  different. 

When  comparing  Fidelity  and  Pu 
nam,  as  was  done  in  the  article,  tlf 
most  accurate  statement  that  could  ha^ 
been  made  is:  "On  the  average,  Fideli^ 
ftmds  have  become  slightly  more  coj 
servative  while  Putnam  funds  have  bi 
come  much  more  aggressive."  I 
Paul  Charbonn- 
Baton  Rouge,  l|. 

DON'T  BUY  INTO  MYTHS 
ABOUT  FOOD  ADDITIVES 
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As  researchers,  educators,  and  coi  ( 
municators  on  food  science,  technolo^ 
and  safety,  we  were  disappointed  ik 
your  article  "Do  food  additives  subtra"'  \ 
from  health?"  (Personal  Business,  M; 
6).  To  set  the  record  straight,  years 
scientific  research  have  gone  into  tj 
development  and  evaluation  of  food  aj  <!|' 
ditives  and  their  vital  role  in  food  pi,  -c 
duction.  They  allow  Americans  to  e  ,.  . 
joy  a  variety  of  safe,  wholesome,  ai  ~ 
flavorful  foods  year-round. 

All  food  additives  are  carefully  reg 
lated  by  federal  authonties,  namely,  t 
Food  &  Drug  Administration,  and  va 
ous  international  organizations  to  e 
sure  that  foods  are  safe  to  eat  and  i 
curately  labeled,  business  week  miss 
an  opportunity  to  clarify  myths,  m 
conceptions,  and  misunderstandin 
about  food  additives  and  other  ingrei 
ents,  instead  of  perpetuating  old— 
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creating  new — myths. 

According  to  a  recent  report  frc  .  ^ 
the  National  Academy  of  Sciences,  t  {£l 
risk  to  personal  health  from  consuir,;^  tj 


tion  of  excess  calories,  fat,  and  alcohol  I 
far  gi'eater  than  that  fi'om  intrinsic  co  i 
pounds  or  synthetic  additives  found  i 
the  food  supply.  Food  ingi-edients  suii 
as  bha,  bht,  bromates,  nitrates,  and  ,  |. 
trites  perform  significant  and  benefidi 'SflUP 
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MORE  .<b 


Fact  *1:  wg  use 

more  airplanes 
than  FedEx®  and 
UPS®  combined  to 
make  sure  your 
priority  package 
or  envelope  gets 
to  its  destination. 


We  have 
100  more  trucks 
an  FedEx  and 
DOG  more  than 
to  make  sure 
ur  priority 
package  or 
elope  can  be 
Lvered  to  any 
;ss  you  want  in  the  U.S. 


4:  Unlike  FedEx 
UPS ,  you  don ' t 
ve  to  make  a 
cial  call  for  ~ 
'riority  Mail 
-ck-up.  Your 
iryday  postal 
tter  carrier 
1  see  that  it 
the  attention 
t  deserves . 


Fact  *3:  if  you 

prefer ,  you  can 
drop  off  your 
Priority  Mail™ 
envelope  at  any 
one  of  330,000 

locations . 
That's  288.000 
more  than  FedEx 
and  250,000  more 
than  UPS. 


FaCt*5:  Priority 

Mail  delivers 
to  every  address 
and  P.O.  Box 
in  the  U.S. 
FedEx  doesn ' t . 
UPS  doesn't. 


•f  SATUR^^"^  DELIVERY 


I  *6:  Priority 
LI  gives  you 
rday  delivery 
extra  charge 
lEx  doesn't. 
'S  doesn't. 


What's 
Your  < 
Priority? 


PRIORITY 
MAIL 


UNI  TED  S  TATES  POSTAL  SER  VICE  r 


nsons  arc  based  on  Priority  Mail  up  to  2  lbs  versus  2-lb  publisher)  rates  tor 
/  Aic®  and  FedEx  2Day  "  Priority  Mail  is  delivered  in  a  nalional  average  of 
iasured  Irom  Post  Office  lo  Post  Office  ©1996  USPS 
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With  more  than  one  billion  smaitLaid  chips  shipped 
SGS-ThlOMSON  is  the  recognised  leader  m  this  fast 
growing  sector.  The  company's  ability  to  produce 
reliable  chips  with  built-in  security  make  it  the  partner  of 
choice  for  some  of  the  world's  leading  exponents  of 
smartcard  applications.  ST  technology  is  at  work  in 
fields  as  diverse  as  banking,  entertainment  services, 
telecommunications  and  many  others. 


You  Bank  On  Us 
Every  Day 


We're  SGS-THOMSON  Microelectronics. 
We  make  the  chips  that  make  electronic 
anking  possible.  When  you  use  an  ATM,  for 
xample,  it's  likely  an  57"  chip  is  driving  the 
isplay  while  other  chips  are  helping  verify 
lat  your  card  is  valid.  When  your 
onsaction  slip  is  printed  our  chips  are 
robably  helping. 

And  as  the  financial  world  goes  more 
lectronic  even  more  people  bank  on  us. 
We  are  the  world's  leading  supplier  of  the 
(tegrated  circuits  used  in  smartcards  -  now 
ailed  as  the  new  money.  By  working  with 
xperts  in  the  banking  community  we  have 
eveloped  chips  that  make  smartcards  as 
afe  as  any  other  form  of  purchase  medium. 


In  fact,  it  is  our  ability  to  work  with  partners 
from  all  walks  of  life  to  produce 
differentiated  products  that  sets  us  apart  from 
the  crowd.  It  has  also  helped  make  57  one  of 
the  most  consistent  performers  in  the 
microelectronics  industry. 

Again  last  year,  for  example,  our  net 
revenues  were  up,  this  time  by  34%  to 
$3,554  billion  with  earnings  up  from  $363.5 
million  to  $526.5  million.  And  our  first 
quarter  results  this  year  underline  our 
consistency  with  earnings  of  $175  million. 

We're  SGS-THOMSON,  a  force  to  count 
on  in  microelectronics. 

Call  us  now  and  you'll  find  that  we  are  a 
company  you  can  bank  on. 


It's  About  Time 
You  Checked  Us  Out! 

Service  ^^nd  Teclmologi^ 

Contact  SGS-THOMSON  on  these  fax  numbers:  The  Americas  +1617  2599423  STIVI 
Asia  Pacific  +  654820240  -  Europe  +  33  50402860  -  Japan  033  28041  31  fMgf 
Visit  our  web  site  at  http://v/ww.st.com 

Australia,  Brazil,  Canada,  China,  France,  Germany,  Hong  Kong,  Italy,  Japan,  Korea,  Malaysia,  Malta,  Morocco, 
The  Netherlands,  Singapore,  Spain,  Sweden,  Switzerland,  Taiwan,  Thailand,  United  Kingdom,  U.S.A. 


IMPRESSIVE  PERFORMANCE 
FROM  A  CONSERVATIVE  FUND 


T.  Rowe  Price  Equity  Income  Fund, 

one  of  our  most  conservative  stock 
funds,  has  consistently  outperformed 
Its  Lipper  Category  Average. '  To 
seek  substantial  income  and  capital 
growfth  with  less  risk,  the  fund  m- 
vests  in  dividend- paying  stocks  of 
established  companies. 

As  with  any  stock  fund,  there  will 
be  price  fluctuation.  $2,500  minimum 
($1,000  for  IRAs).  No  sales  charges. 


Average  Annual  Total  Returns 

as  of  3/31/96 
H   Equity  Income  Fund 
O   Lippcr  Equity  Income  Funds  Avcra>;c 


2'>.4% 

I 


13.5%  14.0% 

1 


1  year  5  years  10  vear^ 


Call  24  hours  for  a  free  report  and  prospectus 

1-800-541-8469 


I)wi'sl  Wifli  (',i)))ji(lcii(i 

TRoweftice 


Source:  Lipper  Analytical  Services,  Inc.  Iluiires  iiKiiide  thaiii;es  in  priiK  ipal  value,  reinvested  dividends,  and  capital  gain 
distributions.  Past  performance  cannoi  i;tiaraniee  futnre  results  linesinieiii  return  and  principal  value  will  vary  and 
shares  may  be  worlii  more  or  less  at  redemption  than  at  oh[;inal  pmchase.  I'rospectiis  contains  more  complete  informa- 
tion, includins;  mananemenl  lees  and  ulher  ch.ir'.^es  and  i  vpenses  Read  it  i  .ireliillv  before  \oii  iinesi  T  Rowe  Price 
Inveslmeni  Services,  Inc..  Distributor  i  iKi-ii  wi 


NATIONAL  BESTSELLER 


The  Make-or-Break  Factor  in  Business 
Today  Is  Not  Just  Top  Management 


Ifliflfi 


HOW  YOU  CAN  CREATE  GROWTH 


[HH  A  N  G  E 


I 


AND  HIGH  PERFORMANCE 


E  A  D  E  R  S 


AT  YOUR  company: 


BY  JDN  R.  KATZENBACH 
AND   THE   RCL  TEAM 


It's  a  new  breed  of 
"folks  in  the  middle" — 
Real  Change  Leaders — 
a  growing  number  of 
managers  who  are  making 
a  big  difference  in  the  perfor- 
mance of  their  colleagues 
and  their  companies. 

For  middle  managers, 
Real  Change  Leaders  shows 
how  to  assume  a  new  role  — 
one  that  will  enable  them 
to  produce  at  higher  levels 
and  enhance  as  well  as 
keep  their  jobs. 


By  McKinsey's 
Jon  R.  Katzenbach, 

co-author  of  the  bestselling 
The  Wisdotn  of  Teams 


TIMES 
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Program  and  the  Money  Book  Club 


Readers  Report 
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functions  for  taste,  shelf  life,  and  ove) 
food  safety.  The  article  draws  unso> 
conclusions  by  simplistically  applying! 
humans  the  results  of  the  testing) 
several  additives  in  animals. 

While  experimental  animals  are  j| 
propriately  used  in  the  safety  evaluam 
of  food  additives,  the  finding  of  advei 
responses  at  high  doses  in  such  exp^ 
ments  is  not  necessarily  worrisome 
less  a  quantitative  risk  assess 
(which  the  fda  conducts)  demonstr 
potential  hazards  at  the  doses  inge 
by  humans.  With  rigorous  oversigh 
the  FDA  and  other  government  aut 
ties,  consumers  can  feel  confident 
safety  is  a  primary  conceni  prior  to 
proval  for  use  in  foods. 

Steve  L.  Taylor  and  Susan  L 
Food  Science  &  Technology  D 
University  of  Nebr 
Lincoln 

Your  article  panders  to  a  rather 
less  group  of  so-called  natural 
lovers  and  an  even  more  dismal 
less  educated  group  of  fast-buck' 
keting  people.  They  milk  this  me 
nonsense  for  all  it's  worth  and  do  u 
the  food-additive  business  a  dissei-vic 
their  igno)'ance  and  promulgatio" 
these  dishonest  fantasies  as  fact. 

Sadly,  the  all-natural  myth  is  a  te 
ble  marketing  hype  that  would  t 
food  and  food  handling  back  to  a  pri 
five  state  and  the  Dark  Ages.  You  ( 
your  readers  a  second  piece  covei 
the  real  truth  on  additives  in  food,  tl 
use,  extent,  and  value. 

Harold  John  Limpert 
Limpert  Brothers 
Vineland,  >| 
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OlHER  AlRUNES  SHOULD  GIVE 

ihEiR  Frequent  Flyer  programs 
More  Accurate  Names. 
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Just  Like  We  Did. 


Rapid 


06/87 


•2/98 


The  Company  Club*  has  always  given  you  rapid  rewards. 
So  we  thought  why  not  change  the  name  to  Rapid  Rewards?  And  that's  just  what  we  did. 
You  see,  on  most  airlines  you  must  earn  at  least  25,000  miles  before  you  ever  see  the  carrot  at  the  end  of  the  stick. 
On  Southwest  Airlines  you  get  a  free  roundtrip  after  making  just  eight  short  roundtrips  within 
12  consecutive  months.  We  don't  count  miles  since  most  of  our  flights  are  so  short.  But  if  we  did, 
it  would  only  take  an  average  of  8,336  miles  before  you  earned  a  freebie. 
The  fastest  way  to  free  travel -and  now  a  name  that  really  says  so:  Rapid  Rewards. 
It  has  a  nice  ring  to  it,  don't  you  think? 


SOUTHWEST 
AIRLINES 


©1996  Southwest  Airlines  Co. 


IS  YOUR  IRA 
WORKING  HARD 
ENOUGH  FOR  YOU? 


Average  Annual  Total  Returns 

as  of  3/31/96+ 

H  Equity  Income  Fund 

□  Lipper  Equity  Income  Funds  Average 

29.4% 

.26.4% 


T.  Rowe  Price  Equity  Income  Fund.  With  an  emphasis  on  dividend-paying  stocks  of 
estabhshed  companies,  the  fund  allows  you  to  tap  the  grow^th  potential  of  stocks  while  reduc' 
the  overall  effects  of  market  volatility  on  your 
IRA  investment.  As  the  chart  shows,  the  Equity 
Income  Fund  has  consistently  outperformed  its 
Lipper  Category  Average  for  the  1-,  5-,  and 
10-year  periods  ended  3/31/96.*  In  addition,  the 
fund  was  awarded  a  five-star  (*****)  rating 
for  its  overall  risk-adjusted  performance  from 
Morningstar.  It  was  rated  among  1,505;  978; 
and  520  equity  funds  for  the  3-,  5-,  and  10 -year 
periods  ended  4/30/96,  respectively.** 

Transfer  today.  If  your  current  IRA  invest- 
ment isn't  meeting  your  expectations,  take  action 
today.  Although  there  can  be  no  guai-antee  the  fund 
will  reach  its  objective.  Equity  Income  Fund  seel<s 
higher  returns  than  more  conservative  investments. 
A  small  improvement  in  your  average  annual 
return  can  significantly  boost  your  retirement  savings  over  time. 

Transferring  made  easy.  Our  free  transfer  service  makes  it  easy  to  move  your  IRA  assets 
to  T.  Rowe  Price.  As  with  any  stock  fund,  there  will  be  price  fluctuation.  The  minimum 
investment  is  just  $1,000  for  IRAs.  No  sales  charges. 

Call  24  hours  for  a  free  IRA  Planning  Kit  and  prospectus 
1-800-541-7882 


http://www.trowepnce.com 


Invest  With  Cor^fidence 

T.RoweR'ice 


"Source:  Lipper  An;ilyticul  Services,  Inc. 

**Moniingstar  pniprietarv'  ratings  reflect  liisiorical  risk-adjusted  performance  as  of  4/30/%.  These  ratings  may  change  monthly  and  are  calculated  from  the  fund's  3-.  5-,  ii\ 
10-year  average  annu;il  returns  in  excess  of  90-da)  Tre;Lsury  bill  returns  with  appropriate  fee  adjustments  and  a  risk  factor  that  reflects  hind  performance  below  90-day  Treasury  bill  return 
The  fund's  3-,     and  10-year  ratings  are  4,  5,  and  ^  stars,  respectively  Ten  percent  of  hinds  in  an  investment  category  receive  5  stars,  and  the  next  22.5%  receive  4. 
Tpigures  include  changes  in  principal  value,  reinvested  dividends,  and  capital  gain  distributions.  Investment  return  and  principal  value  will  vary,  and  shares  may  be  worth  more  or  less ' 
redemption  than  at  original  purchase. 

Past  perfonnance  cimnol  guarantee  hiture  results.  Prospectus  contains  more  complete  infoniiation,  including  management  fees  and  other  charges  ajid  expenses.  Read  it  carehilly  b' 
you  invest.  T.  Rowe  Price  Investment  Services,  Inc.,  Dislribtiior  ikaosi 


At  the  Ala  Moana  Hotel,  were  ready 
for  business  any  time  you  are.  With 
our  Radisson  Business  Class  program, 
you'll  receive: 

■  A  Concierge  Floor  room 

■  Free  full  American  breakfast  daily 

■  In- room  coffee  maker 

■  Free  local,  toll  free,  &  access  for 
credit  card  calls 

■  In-room  data  port 
for  computer 

■  One  in-room  movie  per  stay 

■  Express  check-in/check-out 
You'll  also  enjoy  the  convenience  of 
our  central  location,  along  with  the 
warm  and  gracious  hospitality  of  our 
staff. 

Ask  about  our  Bonus  Mks  on  most  major  mlines. 
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am  Hawaiian  Time, 
iixin^  ksineEwitIi  breal^fast. 


Think  about  it. 


Either  you're  taking  advantage  of  every 
opportunity  for  your  financial  future. . . 

Fidelity 
Pre  ni  i  u  in 
Ari^ie  tj 
Group 

Think  iibout  it.  Your  increasingly  complex  Financial  needs  demand  customized 
solutions  -  from  portfolio  management,  charitable  giving  strategies,  and 
personal  trust  and  estate  plannmg  ser\  ices,  to  tax-ad\'antaged  investments, 
variable  annuities,  mutual  funds,  and  brokerage  services.  You  need  to  explore 
every  opportunit\'. 

Now  one  ol  the  world  s  leading  iinancial  services  companies  otters  you  all  this, 
and  more. 

Pidehty  Premium  Assets  Group  combines  Fidelity's  renowned  in\  estment 
expertise  with  an  exclusn  e  \e\  e\  of  personal  service  to  help  meet  the  distinct 
needs  of  clients  with  substantial  assets. 

You  get  expanded  access  to  Fidelitv' s  vast  resources  and  full  range  of  financial 
products.  And  you  get  the  time,  attention,  and  expertise  that  can  ensure  your 
portfolio  has  every  opportunitv'  to  succeed.  If  you  think  about  it,  why  would 
you  settle  tor  anything  less? 

Call  for  an  appointment  to  discuss  how  we  can  help  you  make  the  most  of  your 
portfolio  of  $500,000  or  more.  1-800-854-2829.  It  s  time. 


Fidelity 
Inuestments® 


Services  offered  by  separate  Fidelity  Investments  companies  and  Fidelity  Investments  Ctiaritable  Gift  Fund,  a  tax-exempt  ctiaritable  organization. 
Not  all  services  available  in  all  states.  Trust  Services  offered  only  througfi  autfiorized  trust  companies  and  may  vary  by  state    Variable  annuities 
are  distributed  by  Fidelity  Brokerage  Services,  Inc.  Fidelity  Insurance  Agency,  Inc ,  and  Fidelity  Investments  Insurance  Agency  of  Texas,  Inc. 
For  general  information,  contact  Fidelity  Brokerage  Services,  Inc.,  Member  NYSE,  SIPC 
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RACIFICit^BELL 

INTERNET  SERVICES 


Anagram  Insanit 


The  Radman's 
Skate  Page 


IS 


r  :Hicn 

SKATEBOARD  CO'  •■w, 
•ir 

I'ii 

slam. city. jam/i 


Places  to  Skat#.i 
in  Britain 


SkateTalk 


Hell  On  Wheel 


j>!  crew 


.aitavoc 


How  will  you  use 


Connect  for  free. 
1-800-708-INET  dept. 


shredder@pactaell.net 
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HINGS  BITE  BACK 

)logy  and  the  Revenge  of  Unintended  Consequences 

vard  Tenner 

A.  Knopf  •  346pp  •  $26 


m  MOTHER  NATURE 
ETS  EVEN 


lechnocratic  hubris  has  led  to 
some  spectacular  follies  in  this 
century,  and  Edward  Tenner  tells 
les  with  relish  in  Wliy  Things  Bite 
Technology  and  the  Revenge  of 
[ended  Consequences.  The  "un- 
)le"  Titanic  sank  because  its  cap- 
md  crew  felt  so  safe  that  they 
ed  through  iceberg-strewn  waters 
:h  speed.  Thoughtless  naturalists 
;ed  havoc  by  transplanting  star- 
gypsy  moths,  carp,  kudzu,  and  eu- 
us  trees  to  continents  where  they 
belong.  Compu'',ers 
supposed  to  end  the 
ery  of  physical  la- 
at  produced  a  rash 
jruse  injuries  such 
irpal  tunnel  syn- 
!.  In  short,  things 
ick  because  we  seek 
)due  nature  rather 
live  with  it.  "The 
revenge,"  Tenner 
;,  ". . .  is  the  tenden- 
;he  world  around  us 
even,  to  twist  our 
ness  against  us." 
!  merit  of  Why 
s  Bite  Back  is  that 
r  goes  beyond  Usting  the  excesses 
hnology:  He  grapples  with  solu- 
Machine-smashing  neo-Luddites — 
f  Kirkpatrick  Sale's  attention-grab- 
)ook  Rebels  Against  the  Future, 
itance — will  likely  be  disappointed, 
r  advocates  using  technology  wise- 
1  conservatively,  not  abandoning 
gether.  His  message  isn't  as  sexy 
e  currently  fashionable  "rage 
it  the  machine,"  but  it's  a  good 
lore  useful  as  a  guide  for  coping 
he  modem  world, 
isider,  for  example,  Tenner's  ac- 
of  the  benighted  history  of  the 
ide  DDT.  Invented  by  a  Swiss 
3t  on  the  eve  of  World  War  II,  it 
romoted  as  effective  against  bugs 


yet  harmless  to  people.  Crop  dusters 
spread  dot  far  and  wide.  Popular  Sci- 
ence magazine  even  predicted  "total  vic- 
tory on  the  insect  front."  But  soon  the 
trouble  started.  Scientists  discovered 
that  DDT  caused  a  lethal  thinning  of 
birds'  eggshells.  It  also  accumulated 
slowly  in  humans'  body  fat.  In  1972, 
DDT  was  banned  in  the  U.  S.  as  a  sus- 
pected carcinogen. 

Adding  insult  to  injury,  ddt  didn't 
even  do  the  job.  Well  before  it  was 
banned,  ddt  had  begun  to  lose  its 
effectiveness  against 
pests — ^just  as  it  was 
killing  off  some  of  their 
natui-al  predatoi-s.  Thi-ough 
the  miracle  of  Dai"winian 
natural  selection,  mega- 
doses of  ddt  led  to  super- 
bugs  that  were  resistant 
to  other  chemicals  as  well. 
Latei;  pests  again  demon- 
strated theii'  resiUence  by 
developing  resistance  to 
supposedly  foolproof  juve- 
nile hoiTHones  that  were 
intended  to  keep  them 
from  reproducing. 

To  his  credit.  Tenner 
doesn't  end  the  pesticide  stoiy  on  that 
defeatist  note.  He  explains  how  farm- 
ers— some,  anyway — learned  to  cope 
with  the  tendency  of  pests  to  develop 
resistance.  The  farmers  did  it  by  resist- 
ing an  impulse  to  go  for  the  knockout 
blow.  Writes  Tenner:  "Growers  have 
been  limiting  doses,  delaying  them  until 
a  threshold  of  economic  damage  is 
reached,  applying  pesticides  less  often  to 
smaller  areas  at  more  carefully  calcu- 
lated times."  In  other  words,  they  ap- 
phed  "biological  judo." 

If  only  that  kind  of  common  sense 
were  more  common.  Why  Things  Bite 
Back  is  replete  with  stories  of  foolish- 
ness or  simple  inability  to  anticipate 
consequences.  Take  the  Northerners 
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HINGS  BITE  BACK 

)logy  and  the  Revenge  of  Unintended  Consequences 

vard  Tenner 

A.  Knopf  •  346pp  •  $26 


m  MOTHER  NATURE 
ETS  EVEN 


lechnocratic  hubris  has  led  to 
some  spectacular  follies  in  this 
centmy,  and  Edward  Tenner  tells 
les  with  relish  in  Why  Things  Bite 
Technology  and  the  Revenge  of 
tended  Consequences.  The  "un- 
)le"  Titanic  sank  because  its  cap- 
ind  crew  felt  so  safe  that  they 
ed  through  iceberg-strewn  waters 
:h  speed.  Thoughtless  naturalists 
:ed  havoc  by  transplanting  star- 
gypsy  moths,  carp,  kudzu,  and  eu- 
us  trees  to  continents  where  they 
belong.  Computers  . 
supposed  to  end  the 
ery  of  physical  la- 
iit  produced  a  rash 
jruse  injuries  such 
irpal  tunnel  syn- 
In  short,  things 
ick  because  we  seek 
jdue  nature  rather 
Hve  with  it.  "The 
revenge,"  Tenner 
1,  ". . .  is  the  tenden- 
;he  world  around  us 
even,  to  twist  our 
ness  against  us." 
;  merit  of  Why 
s  Bite  Back  is  that 
r  goes  beyond  listing  the  excesses 
hnology:  He  grapples  with  solu- 
Machine-smashing  neo-Luddites — 
f  Kirk}3atrick  Sale's  attention-gi-ab- 
)ook  Rebels  Against  the  Future, 
itance — vnll  likely  be  disappointed, 
r  advocates  using  technology  wise- 
1  conservatively,  not  abandoning 
gether.  His  message  isn't  as  sexy 
e  currently  fashionable  "rage 
it  the  machine,"  but  it's  a  good 
fiore  useful  as  a  guide  for  coping 
he  modem  world, 
isider,  for  example.  Tenner's  ac- 
of  the  benighted  history  of  the 
ide  DDT.  Invented  by  a  Swiss 
st  on  the  eve  of  World"  War  II,  it 
romoted  as  effective  against  bugs 


yet  harmless  to  people.  Crop  dusters 
spread  ddt  far  and  wide.  Popular  Sci- 
ence magazine  even  predicted  "total  vic- 
tory on  the  insect  fi-ont."  But  soon  the 
trouble  started.  Scientists  discovered 
that  DDT  caused  a  lethal  thinning  of 
birds'  eggshells.  It  also  accumulated 
slowly  in  humans'  body  fat.  In  1972, 
DDT  was  banned  in  the  U.  S.  as  a  sus- 
pected carcinogen. 

Adding  insult  to  injury,  ddt  didn't 
even  do  the  job.  Well  before  it  was 
banned,  ddt  had  begun  to  lose  its 
effectiveness  against 
pests — ^just  as  it  was 
killing  off  some  of  their 
natuiul  predatoi-s.  Thi-ough 
the  miracle  of  Dai-winian 
natural  selection,  mega- 
doses of  DDT  led  to  super- 
bugs  that  were  resistant 
to  other  cheinicals  as  well. 
Later,  pests  again  demon- 
strated their  resilience  by 
developing  resistance  to 
supposedly  foolproof  juve- 
nile hoiTTiones  that  were 
intended  to  keep  them 
from  reproducing. 

To  his  credit.  Tenner 
doesn't  end  the  pesticide  stoiy  on  that 
defeatist  note.  He  explains  how  farm- 
ers— some,  anyway — learned  to  cope 
with  the  tendency  of  pests  to  develop 
resistance.  The  farmers  did  it  by  resist- 
ing an  impulse  to  go  for  the  knockout 
blow.  Writes  Tenner:  "Growers  have 
been  limiting  doses,  delaying  them  until 
a  threshold  of  economic  damage  is 
reached,  applying  pesticides  less  often  to 
smaller  areas  at  more  carefully  calcu- 
lated times."  In  other  words,  they  ap- 
pHed  "biological  judo." 

If  only  that  kind  of  common  sense 
were  more  common.  Why  Things  Bite 
Back  is  replete  with  stories  of  foolish- 
ness or  simple  inability  to  anticipate 
consequences.  Take  the  Northerners 
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They're 

every  reason 

you  bought 
a  mainframe. 


And 

every  reason 

you  didn't. 


INTRODUCING  SUN'S  NO-COMPROMISE  ENTEPRISE  SERVERS. 
THE  FIRST  IN  HISTORY  TO  GIVE  YOU  MAINFRAME  CALIBER 
COMPUTING  WITH  THE  BENEFITS  OF  OPEN  SYSTEMS. 


You  bought  a  mainframe  because  of  the  reliabiUty, 
capacity,  throughput  and  control.  But  they 
lacl<ed  the  flexibility,  inlormation-access  and 
applications  of  client/server  computing.  Now, 
you  can  have  the  best  ol  both  worlds  — the  Sun'" 
Ultra'"  Enterprise'"  Servers  combine  the  benehts 


of  network  computing  with  the  capacity,  reliability 
and  control  of  a  mainframe  to  give  you  an  entirely 
new  level  of  computing.  Whether  you  need 
immense  data  warehouses  or  the  ability  to 
support  thousands  of  users.  Sun  delivers.  Up  to 
30  UltraSPARC"  processors,  30  gigabytes  of 


memory,  mainframe-class  I/O,  and  10  terabytes 
of  storage.  And  with  the  Solans'"  operating 
environment  you  get  the  ability  to  expand  in 
all  directions  so  you  can  have  capacity  on 
demand.  Plus,  you'll  have  the  confidence  of  a 
system  engineered  with  the  industry's  best 
reliability  features;  every  major  system  component 
IS  redundant  and  hot-pluggable.  Naturally,  all 
these  systems  are  supported  by  world-class 
service,  and  round-the-clock  mission-critical 
support.  Factor  m  Solstice'"  software,  a 
comprehensive  suite  of  tools  and  services,  and 
you've  got  centralized  control  of  your  entire 
network.  Thanks  to  our  premier  software 
partnerships,  these  servers  are  the  ideal  platforms 
on  which  to  run  all  the  leading  business 
applications.  Sun  Ultra  Enterprise  Servers. 
The  era  of  enterprise  network  computing  is 
here.  To  receive  more  information,  contact  us  at 
http://www.sun.com  or  T800-786-0785,  Ext.410. 
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Books 


who  moved  to  the  Arizona  desert  to  es- 
cape their  allergies,  then  promptly 
planted  olive  and  mulberry  trees  that 
dumped  loads  of  pollen  every  spring. 
In  football,  helmets  that  were  supposed 
to  protect  the  head  became  battering 
rams.  Supposedly  safer  skiing  equip- 
ment has  produced  a  slew  of  hai-d-to-re- 
pair  knee  injuries.  Some  personal  com- 
puter users  who  hurt 

":lTS^e'  No  neo-Luddite,  Tenner  injects  a  note  of 


through  dozens  of  case  studies — from 
polio  to  golf  to  fu'e  ants.  In  fact,  the 
book's  one  flaw  is  that  its  fonnat  is  a  bit 
encyclopedic,  lacking  a  narrative  or  pro- 
tagonist to  pull  the  reader  along. 

Wliy  Thhigs  Bite  Back  concludes  on  a 
note  of  cautious  optimism.  While  there's 
still  plenty  of  stupidity  to  go  around^ 
Tenner  says,  technocr-atic  hubr-is  has 


Ts  weii."'"^  cautious  optimism,  concluding  that 
technocratic  hubris  has  been  ebbing 
since  World  War  I  and  that  good  sense 
may  actually  be  gaining  the  upper  hand 


and  ended 
their  voices  as  well. 

Tenner  tells  these 
stories  more  with  sym- 
pathy for  technology 
than  with  disdain.  He's 
a  former  executive  edi- 
tor covering  physical 
science  and  history  at 
Princeton  University  Press.  He  began 
the  book  while  associated  with  the  In- 
stitute for  Advanced  Study  in  Princeton, 
former  home  of  Albert  Einstein.  While 
written  for  a  gener-al  audience,  Why 
Things  Bite  Back  has  the  heft  of  a  the- 
sis. It's  heavily  footnoted  with  refer- 
ences to  primary  sources  and  dr-aws  in- 
telligently on  such  scientific  fields  as 
risk  assessment.  He  makes  his  case 


been  diminishing  since  sometime  ar'ound 
the  end  of  World  War-  I.  He  now  sees  a 
sensible — though  har-dly  universal — "re- 
tr-eat  from  intensity,"  exemplified  by 
medicine's  shift  away  from  heavy  r-e- 
liance  on  a  handful  of  antibiotics  and 
agricultur-e's  dawning  awareness  of  the 
importance  of  preser-ving  genetic  diver- 
sity instead  of  relying  on  a  few  high- 
yielding  supercrops.  "Reducing  revenge 


effects,"  he  vmtes,  "demands  substitj- 
ing  brains  for  stuff."  ; 

As  Tenner  sees  it,  overweening  te| 
nological  intensity  begat  disaster.  Eh 
aster  begat  precautions.  And  today,  si 
taining  those  precautions  demarj 
vigilance — managing  aids,  stemming  ii 
erosion,  avoiding  oil  spills,  ferreting  i 
bugs  in  computer  software.  Vigilais 
isn't  fun,  which  ; 
why  Tenner's  be; 
lacks  the  appeal  of  J 
ther  a  technopho, 
book  such  as  Rebt 
Against  the  Future: 
a  technophilic  c; 
such  as  Bill  Gate; 
The  Road  Ahei. 
Then  again,  Tenn(; 
caution  seems  ap- 
pos.  As  he  puts  it:  If 
we  learn  fr-om  revenge  effects  we  \^ 
not  be  led  to  renounce  technology,  1^ 
we  vdll  instead  refine  it:  watching  r 
unforeseen  problems,  managing  wit 
we  know  ar"e  limited  strengths,  apply? 
no  less  but  also  no  more  than  is  reif 
needed."  That  sounds  just  about  riglj 
BY  PETER 

Coy  is  a  business  week  Techmk^ 
Department  editor. 
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An  incomc-oricntcci 
investment  that 
emphasizes  tlixersi- 
tication.  It  otters  outstantling  potential  tor  high 
current  income  through  investments  in  tlxed 
income  securities  of  foreign  gov- 
ernments anti  cf)rporations  as  well 
as  ill  U.S.  government  issues  ami 
high-yielding  U.S.  corporate  honds. 
Acti\ely  managetl  to  respond  to 
current  economic  conditions.  For 
more  information,  consult  your 
financial  representative. 
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CALL  1-800-99FUNDS 


FOR  A  PROSPECTUS 
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Mutual  Funds 

John  Hancock  Funds,  Inc ,  101  Huntington  Avenue,  Boston,  MA  02199 


M(]rniiij;st,ir.pr()prictary  ratinjjs  of  fivr  st.irs  tor  tlic  llirLt-yr.ir  |)iTiii(i  .iml  iwc  st.lr^  tor  the  livc-vcir  [ktiirI  rcllcct  risk',ui)ustin;;  |)crfiirin.uKi  .iinnii^  ,i  tuijl  nl  luniK  tor  the  thro 
r.itings  and  41(i  tunds  tor  the  fivt-ycar  ratings  .n  dl  Funds  with  at  kast  three  years  (i(  perhjrrnance  history  arc  assigned  ratings  fruin  the  tunds'  three,  five,  and  ten-year  av 

annual  returns  (when  available)  and  a  risk  lattur  that  reflects  fund  performance  relative  to  three-month  Treasury  hill  monthly  returns.  Funds'  returns  are  adjusted  for  fees  and  sales 
Ten  percent  of  the  funds  in  an  investineni  category  receive  five  stars,  22.5'?  receive  four  stars,  iV/o  receive  three  stars,  125%  receive  two  stars  and  the  hotlom  10'?  receive  one  star 
rating  referred  to  ahove  is  a  weighted  aver.ige  of  the  thrc-e  and  five-year  ratings.  These  ratings  arc  suh|ect  to  change  every  month.  •  Performance  inform. ition  is  historical  for  A  ai 
shares  and  assumes  reinvestment  of  all  distributions.  Includes  maximum  sales  charge  of  4.5'/!  lor  Class  A  shares  and  the  assumed  contingent  deferred  sales  charge  for  Class  H  shares  (5% 
iinum  declining  to  {)%  after  six  years).  Investment  return  ,ind  share  value  will  fluctuate  so  that  shares,  when  redeemed,  may  he  worth  more  or  less  than  original  cost.  •  Internal 
investing  involves  certain  potential  risks  resulting  from  poliiic.il  instability,  foreign  currency  fluctuations  and  differences  in  accounting  standards.  Higher-yielding  bonds  ,ire  more  risk) 
lower-yielding  bonds  and  their  v.ilue  will  fluctuate  in  response  to  market  conditions.  •  For  more  complete  information  on  |ohn  Hancock  Strategic  Income  Fund  and  a  prospectus, 
includes  charges  and  expenses,  call  your  f  in.inci.il  representativ  c  or  lohii  H.incock  Funds.  Read  the  prospectus  carefully  before  investing.  Past  performance  is  no  guarantee  of  rutur 
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Technology  &  You 


BY  STEPHEN  H.  WILPSTROM 

AN  ISDN  WHOSE 
TIME  HAS  COME 


Now  it's  easier  to  get 
high-capacity  phone 
lines,  which  vastly 
speed  up  Web  surfing 

Back  in  Februaiy,  1995, 
I  wi'ote  a  column  pre- 
dicting that  the  digi- 
tal telephone  service  called 
ISDN  was  the  hot  new  thing 
for  telecommuters  and  Inter- 
net surfers.  I  still  feel  that 
way,  but  I  was  a  bit  prema- 
ture. The  combination  of 
hardware,  software,  and 
phone  services  needed  to 
make  this  technol- 
ogy easy  to  use 
took 
than 


in  a  few  areas  late  this  year, 
but  it  will  be  several  years 
before  most  people  can  pur- 
chase anything  faster  than 
ISDN.  "It  may  not  be  the 
greatest  technology,  but  for 
now,  it's  the  only  game  in 
town,"  says  Charles  Fitzger- 
ald, progi'am  manager  in  Mi- 
crosoft's Internet  Platforms 
&  Tools  gi'oup. 

So  why  hasn't  everyone 
rushed  out  to  get  an  ISDN 
line?  For  one  thing,  phone 
companies  haven't  provided 
much  assistance  in  what  can 
be  a  confusing  process  of  ob- 


pected. 
The  good  news  is 
that  easy  ISDN  is  now  a  real- 
ity, at  least  in  much  of  the 
U.  S.  So  I  will  spend  this  col- 
umn and  next  week's  helping 
you  take  advantage  of  it. 

ISDN,  which  stands  for  in- 
tegi'ated  services  digital  net- 
work, sends  digital  signals 
over  standard  copper  wires. 
Even  in  its  most  basic  con- 
figuration, ISDN  can  move  up 
to  128  kilobits  of  data  per 
second,  far  more  than  the 
fastest  computer  modem  of 
28.8  KBPS.  Data-compression 
software  can  give  still  higher 
speeds,  allowing  you  to  down- 
load software  from  the  Inter- 
net or  view  graphics-laden 
Web  pages  in  seconds.  Still- 
faster  technologies,  such  as 
cable  modems,  may  show  up 


taining  one.  And  config- 
uring a  terminal  adapter — 
the  ISDN  equivalent  of  a 
modem — to  work  with  most 
software,  has  involved  black 
magic. 

PLUG  AND  PLAY.  Things 
changed  dramatically  this 
spring,  when  Microsoft  of- 
fered a  free  upgi-ade  that  lets 
Windows  95's  built-in  com- 
munications setup  use  ISDN 
adapters  in  the  same  way  as 
modems.  Other  companies 
started  pushing  plug-and-play 
ISDN  adapters  costing  as  little 
as  $200 — competitive  with 
28.8  modems  (I'll  look  at 
adapters  next  week.)  Finally, 
Microsoft  and  the  modem 
makers  decided  to  run  inter- 
ference for  phone  company 
customers. 

Motorola  (800  894-4736) 
and  U.  S.  Robotics  (888  877- 
4736),  for  example,  started 


call-in  programs  that  guide 
would-be  ISDN  subscribers 
thi"ough  the  process  of  order- 
ing a  line  and  configuring 
equipment.  Microsoft's  Web- 
based  Get  ISDN  program 
(www.microsoft.com/windows/ 
getisdn/)  is  a  bit  more  ambi- 
tious. If  yoiu'  local  phone  ser- 
vice comes  from  BeU  Atlantic. 
BellSouth,  U  S  West,  Pactel, 
GTE,  Bell  Canada,  or  soon, 
Ameiitech,  you  can  get  infor- 
mation on  pricing  and  avail- 
ability. Software  then  guides 
you  through  the  process  of 
completing  an  order  form, 
which  Microsoft  will  foi^ward 
to  your  local  phone  company. 

All  the  assistance  in  the 
world  can't  solve  some  of  the 
problems  with  ISDN.  Nynex, 
which  has  lagged  in  isdn  in- 
stallations, is  not  cooperat- 
ing with  the  Microsoft  effort. 
In  some  areas,  isdn  is  sim- 
ply unavailable.  And  while 
prices  vary  widely,  the  ser- 
vice is  almost  always  more 
expensive  than  a  stan- 
dard line.  In  Baltimore, 
Bell  Atlantic  charges 
$132  to  install  a  busi- 
ness ISDN  circuit. 
Service  costs  $36 
to  $40  a  month 
'*  plus  2c  to  4(?  per 
At'/  minute.  In  Atlanta, 
Bell  South  installa- 
e?^  tion  costs  $208;  unlim- 
ited service  is  $91  a  month. 
Keep  in  mind,  though,  that 
each  ISDN  circuit  includes 
two  phone  lines,  which  can 
be  combined  for  data  or  used 
separately  for  voice  or  fax. 

Besides,  yow  time  is  mon- 
ey, too,  and  ISDN  could  pay 
for  itself  quickly.  An  isdn 
link  to  the  Internet  through 
Win95's  Dial-Up  Networking 
feature  offers  nearly  all  the 
convenience  of  a  full-time  net 
connection,  with  Web  pages 
and  mail  on  demand.  If  your 
office  can  handle  remote  ac- 
cess over  ISDN,  you  can  work 
at  home  and  feel  as  if  you're 
in  the  office.  I  do  a  lot  of 
online  research  from  home. 
And  now  that  my  isdn  con- 
nection is  really  humming  at 
last,  I  can't  figure  out  how  I 
got  along  without  it. 
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DIGITAL  CAMERAS 
COLOR  ADDED 

What  can  you  do  with  a  vide 
camera  that  produces  only  a 
few  frames  per  second?  If  it' 
a  Color  QuickCam  from  Con- 
nectix  (800  950-5880),  it 
could  be  a  fast  and  simple 
way  to  get  snapshots — of 
employees  for  ID  cards,  of 
yourself  for  a  Web  page,  of 


the  kids  for  relatives — into 
your  computer.  The  $230  cam 
era,  like  the  monochrome 
QuickCam,  looks  like  a  base- 
ball with  a  lens.  It  plugs  easi 
ly  into  the  printer  port  of  a 
personal  computer  or  the 
Apple  Desktop  Bus  of  a  Mac- 
intosh. If  you  and  grandma 
subscribe  to  America  Online, 
you  can  E-mail  her  a  picture 
of  the  grandkids. 
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STORAGE 
DATA  LIFE  SPAN 

Since  I  wrote  that  recordable 
CD-ROMs  have  a  certified  life 
time  of  10  years,  readers  hav 
asked  about  other  media. 
According  to  the  National 
Media  Lab  (www.nml.org), 
magnetic  tape  is  good  for  5 
20  years,  conventional  CDs 
up  to  50  years,  and  archival 
microfilm  for  200  years.  The 
longevity  champ?  Print  on 
acid-free  paper.  It  should  las 
500  years.  Print  also  avoids 
what  University  of  Michigan 
data  expert  John  Gray  calls 
"the  problem  of  unstable 
technology" — the  likelihood 
that  media  will  outlive  the 
devices  that  can  read  them. 


QUESTIONS?  COMMENTS?  E-mail  tech&you@businessweek.com  or  fax  (202)  383-2125 


22  BUSINESS  WEEK  /  JUNE  17,  1996 


ItT- 


In  the  past,  winning  new  business 
was  a  black  or  white  proposition. 


AW 
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Introducing  the  future. 
The  HP  Color  LaserJet  5. 


First  impressions  are  important,  but  business 
is  often  won  or  lost  based  on  last  impres- 
sions. So  why  shouldn't  your  proposals  be 
as  impactful  and  persuasive  as  possible? 
With  the  new  HP  Color  LaserJet  5  printer, 
they  can.  Dramatic  improvements  in  tech- 
nology allow  the  Color  LaserJet  5  to  create 
1200  dpi  equivalent  image  quality  literally 
producing  millions  of  permanent  solid  colors. 
The  Color  LaserJet  5  is  compatible  with  all 
popular  software  and  is  fully  networkable. 
Best  of  all,  with  its  remarkably  low  cost  of 
ownership,  you'll  be  amazed  at  how  little 
it  costs  to  add  color  to  your  documents. 
Call  1-800-LASERJET  Ext.  1443  for  some 
thorouglily  convincing  print  samples.  So  you 
can  start  claiming  business  victories  today 


en-Packard  Company  See  us  at  http://www  hp  com  PE12593 
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C  technology 
wer  behind  it 


the  last  year  alone,  millions  of  PowerPC  microprocessors 
lesigned  itito  new  products,  from  automobiles  to  high-end 
iter  systems.  In  fact,  they've  already  outsold  all  other  major 
based  desktop  microprocessors  combined, 
id  with  a  200MHz  version  (the  first  ever  for  volume 
}p),  the  Apple,  IBM  and  Motorola  (AIM)  alliance  is 
uing  its  high-performance  leadership.  The  AIM  Alliance 
developing  the  PoiverPC  Platform  '  specification  for  a 
on  hardware  reference  platform,  which  will  allow  any 
3  run  the  Windows  NT^' Mac"  OS,  AIX'  and  Solaris" 
ing  systems — all  from  a  single  computer, 
^course,  the  AIM  Alliance  members  aren't  just  counting  on 
PC  technology,  they're  building  a  host  of  products  around 
4e's  entire  product  line  is  built  on  PowerPC  Architecture", 
as  created  several  lines  of  next-generation  servers,  including 


the  AS/400" and  RISC  System/SOOO:  on  PowerPC  technology 
And  Motorola  offers  an  impressive  range  of  PowerPC 
microprocessor-based  boards  and  systems,  from  personal 
workstations  to  high-end  servers.  Plus  with  our  newly 
opened,  billion-dollar  PowerPC  microprocessor  fabrication 
facility,  our  commitment  is  now  stronger  than  ever. 

But  the  people  who  developed  PowerPC  technology  aren't 
the  only  ones  who  count  on  it.  Companies  like  Ford,  Xerox, 
Honeywell  and  others  are  designing  PowerPC  Architecture  into 
their  products.  Creating  the  momentum  that's  changing  the 
future  of  technology  forever.  Call  1-800-845-MOTO,  ext.  BW, 
or  visit  http-./hvww.mot.comlPowerPC/  to  find  out  more  about 
PowerPC  Architecture.  And  the  power  behind  it. 


PowerPC 


MOTOROLA 


What  you  never  thought  possible. 


Economic  Viewpoint! 


BY  ROBERT  KUTTNER 


IS  WORKER  TRAINING 
REALLY  THE  ANSWER? 


MISGUIDED: 

In  fact,  most 
of  the  U.S. 
workforce 
is  better 
educated  than 
ever.  Better 
skills  alone 
won't  raise 
wages 


Robert  Kuttner  is  co-editor  of  The 
American  Prospect  and  author  of  The 
End  of  Laissez-Faire 


Although  conservatives  and  liberals  are 
deeply  divided  on  most  economic  issues, 
one  deceptively  broad  consensus  has 
emerged.  The  cure  for  stagnant  living  stan- 
dards, supposedly,  is  a  better-trained  work- 
force. One  finds  this  mantra  in  speeches  of 
CEOS,  declai'ations  of  business  gi'oups.  White 
House  pronouncements  on  the  social  role  of 
coiporations,  and  pleas  by  advocates  of  disad- 
vantaged youth.  This  facile  consensus  is  not 
wi'ong,  exactly,  but  incomplete.  The  embrace  of 
education  and  training  as  panacea  papers  over 
disputes  begging  for  careftil  inquiiy.  To  wit: 

How  much  of  the  stagnation  in  living  stan- 
dards is  truly  the  result  of  lagging  skills? 
While  the  bottom  of  the  labor  mai*ket  is  indeed 
ill-prepared  for  work,  test  scores  and  gradua- 
tion rates  suggest  that  most  of  our  workforce 
is  better  educated  than  ever.  In  fact,  research 
by  David  R.  Howell  of  the  New  School  for 
Social  Research  finds  that  industry  is  not  de- 
manding new  skills  at  accelerating  rates.  The 
notion  that  information  technology  leaves  em- 
ployers begging  for  more-qualified  workers  is 
mostly  myth.  Millions  of  people  work  with 
computere  in  their  jobs,  learn  new  skills  daily — 
and  still  earn  mediocre  wages.  Wliile  there 
are  spot  labor  shortages  in  a  handful  of  tech- 
nical occupations,  the  problem  is  less  a  skills 
deficit  than  changing  labor  markets. 

The  institutions  that  once  assm-ed  decent 
incomes  to  people  without  advanced  degi'ees 
have  all  but  collapsed  tmder  pi-essiu"es  of  glob- 
alization and  deregulation.  During  the  post- 
war boom  a  wide  range  of  semiskilled  occupa- 
tions, fi'om  bus  driver  to  factory  woi'ker,  paid 
good  wages.  Some  of  these  workers  were  ar- 
guably overpaid  relative  to  their  skills.  But 
the  custom  of  paying  them  decently  didn't 
seem  to  hurt  the  economy — which  gi'ew  at 
roughly  4%  per  year  for  a  quailei'  centuiy 

Today,  deregulated  industries  batter  down 
wages.  Unions  no  longer  have  the  powei-  to 
translate  rising  productivity  into  lising  wages. 
Global  outsoui'cing  takes  advantage  of  cheaper 
labor  not  just  with  Chinese  gar-ment  workers 
but  also  with  Indian  computer  programmers. 
Minimum-wage  levels,  in  real  terms,  have 
plummeted.  Many  workers  suffering  disloca- 
tion are  weO-educated.  In  this  climate,  to  stress 
training  as  a  cui'e-all  is  to  cultivate  a  workforce 
that  is  over-qualified  and  undercompensated. 

How  much  of  the  problem  is  really  macro- 
econoniic?  Histoiically,  one  of  the  best  guar- 
antors of  rising  real  incomes  has  been  high 


rates  of  growth  combined  with  tight  labor  m" 
kets.  During  the  labor  shortages  of  World  Vlr 
II,  millions  of  people  with  little  education j." 
training  acquir-ed  skills  on  the  job — becai); 
they  had  jobs.  Today,  the  Federal  Reserves 
convinced  that  imemployment  r'ates  much  ;- 
low  6%  and  growth  r-ates  much  above  2%  cot 
inflation.  As  long  as  the  Fed  pursues  t; 
cour'se,  her-oic  efforts  at  education  and  trairv>: 
will  not  r-aise  living  standar'ds. 

Wliat  are  the  proper  roles  of  business  ai 
government?  As  the  recent  White  House  c  ^ 
ference  on  "corporate  citizenship"  suggest 
gover-nment  is  eager  to  pass  the  cost  of  & 
cation  and  tr-aining  on  to  business.  Many  bi 
ness  leader-s,  looking  to  cultivate  a  civic-: 
ed  image,  accept  the  challenge.  But  as  businfe 
writer  and  high-tech  entrepreneur  Bemi§ 
Avishai  ar-gnes,  this  role  r*ever'sal  sets  up 
realistic  expectations  for  both  business  i 
government.  The  r'eal  education  gap  is  at 
low  end  of  the  labor  market,  where  some 
dents  come  out  of  school  unprepar"ed  to  re  v 
write,  compute — or  even  to  show  up  for  wc  3 
Business  can  work  with  government,  Si  n 
Avishai,  to  impr-ove  public  education,  but  1 
not  expect  cor-porate  her-oics  to  make  up 
school  failiu'es.  The  proper  educational  role 
the  corporation  in  a  knowledge  econoi 
Avishai  contends,  is  not  as  remedial  high  scl 
but  as  gr-aduate  school. 

What  kind  of  education  and  training  do 
need?  Her-e,  the  apparent  consensus  breif 
down  completely.  The  Clinton  Administrati 
str-apped  for  cash,  pr-omotes  a  variety  of ' 
thy  human-capital  investments.  Many,  such 
school-to-wor'k  transition  progr'ams  and 
stop  job-training  centers,  make  gr-eat  serp 
Tr'aining  voucher's  could  work,  too.  But  at  [ 
meager-  fimdirrg  levels  being  pr-oposed,  it's  h  | 
to  see  how  a  worker  experiencing  a  ca 
change  could  finance  living  expenses,  mi| 
less  retr-aining  expenses.  Unfor-tunately, 
business  community,  which  in  principle  ss 
ports  education  and  tr-aining,  supports  tax-(S 
ting  and  deficit  reduction  more.  Alas,  the  scl  i 
districts  with  the  highest  failiu-e  rates  are  \i 
variably  the  ones  with  limited  resources.  li 
nobody  is  lining  up  to  give  them  more  moil 

We  can  certainly  agr-ee  that  every  yoi| 
person  should  be  equipped  to  compete  in  [6 
new  knowledge  economy.  But  this  goal  dua 
the  har-d  questions  about  education  and  trairg 
policy,  and  diverts  attention  from  other,  mfi 
important,  issues. 
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GET  Retirement-Were  Talking  About 
A  Second  Childhood.   (This  Time 
AKE  Sure  You  Get  A  Big  Allowance.) 


How  long  has  it  been  since  anyone  asked  you  what  you  want  tf)  be  wlien  you  grow  up':'  Well,  allow 
us  to  ask  vou  now.  What  do  you  want  to  be  when  you  grow  up?  Before  you  decide,  talk  to  Aetna 
Retirement  Services.  With  tools  like  annuities.  401(k)s.  IRAs.  mutual  lunds.  and  life  insurance  for 
your  family,  you  could  accumulate  the  kind  of  assets  that  will  let  you  be  whatever  your  cholesterol- 
free,  fully  aerobicized.  ever-loving  heart  desires.  For  your  free  brochure,  call  1-800-AETNA-60  or 
visit  us  at  http://www'.aetna.com. 

Build  for  Retirement.  Manage  for  Life.'"  ^HIHHIi 


i 
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Dodge  Intrepid  Honored  for  ''Best  Owner  Experience  in  Total  Quality." 


Nere  very  proud  to  announce  that  Dodge 
epid  and  Dodge  Ram  have  just  been 
irded  top  honors  in  Strategic  Vision's 
'ey  of  over  35,000  owners? 
specifically.  Intrepid  received  Strategic 
ons  Total  Quality  Award  for  ''Best 
ner  Experience  "  in  its  class.  And  out- 
Td  cars  like  Ford  Taurus  and  Nissan 
xima  to  do  it. 

\mong  fill-size  pickups.  Ram  won 
Total  Quality  Award  for  the 
midyear  in  a  row. 


While  both  Intrepid  and  Ram  have  won 
nearly  every  major  award  there  is  to  win  from 
the  experts,  this  honor  is  particularly  satisfying. 
Because  it  measures  ex'ery  thing  from  the  deal- 
ership experience  to  the  vehicles  themselves. 
And  because  it  comes  from  the  most  important 
experts  of  all:  you  the  consumers. 

So  all  in  all,  things  are  working  out  nicely 
for  ex^erybody.  You're  happy  with  the  Dodge 
products  we're  creating.  And  we're 
thrilled  with  the  recognition  you've 
given  us. 


Dodge  Ram.  Winner  of  "Best  Owner  Experience  in  Total  Quality" for  second  straight  year. 


The  New  Dodge 


Want  more  infonnation  ?  Call  us  at  1 -800-4-A-DODGE  or  visit  our  Web  site  at  http:/A\'\^'w.4adodge.com 

*Strategic  Vision 's'"  '96  Vehicle  Experience  Study  of  new  vehicle  buyers  during  first  90  days  of  ownership. 


Economic  Trends 


BY  GENE  KORETZ 

BIG  TOBACCO'S 
BACKLASH  IN  ASIA 

Health  critics  deciy  U.S.  invasion 

In  economic  tenns,  the  exporting  ac- 
tivities of  U.  S.  tobacco  companies  in 
recent  decades  have  been  a  signal  suc- 
cess: Although  domestic  cigarette  con- 
sumption has  dechned  by  a  fifth  since 
1975,  cigarette  production  has  contin- 
ued to  rise  as  shipments  to  overseas 
markets  have  soared  by  some  340%, 
adding  bilhons  of  dollars  to  industry 
profits  and  America's  trade  receipts. 

Some  of  the  fastest  gi-owth  in  tobacco 
exports  has  come  in  Asian  nations  that 
have  yielded  to  U.  S.  government  tlii'eats 
(prompted  by  industry  complaints)  over 
the  past  decade  to  either  end  restric- 

ASIA'S  BOOMING 
CIGAREHE  MARKETS 
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tive  practices  and  open  their  mai-kets 
to  U.  S.  companies  or  face  retaliatory 
measures.  But  market-opening  measiu*es 
have  usually  been  followed  by  a  pickup 
in  cigarette  consumption. 

The  result  has  been  an  outciy  from 
local  and  international  health  officials, 
who  claim  that  U.  S.  companies  are  un- 
leashing multimillion-dollar  advertising 
campaigns  to  promote  smoking.  In  re- 
sponse, the  companies  have  insisted  that 
they  aren't  ti-ying  to  recruit  new  smok- 
ers but  simply  to  induce  cuiTent  smok- 
ers to  switch  to  American  brands. 

A  recent  National  Bureau  of  Eco- 
nomic Research  study  thi'ows  new  light 
on  the  conti'oversy.  In  the  study,  Frank 
J.  Chaloupka  and  Adit  Laixuthai  looked 
at  smoking  trends  in  four  countries — 
Japan,  Taiwan,  South  Korea,  and  Thai- 
land— that  yielded  to  U.  S.  pressures 
fi-om  1985  through  1991. 

The  authors  note  that  before  trade 
hberalization,  cigarette  markets  in  these 
countiies — as  is  still  the  case  in  most  of 
Asia — were  dominated  by  state  monop- 


olies that  severely  restricted  imports. 
In  such  markets,  prices  tend  to  be  high- 
er, and  promotional  activities  less  in- 
tense, than  in  competitive  markets. 

By  comparing  cigarette-consumption 
trends  from  1970  to  1991  in  the  four 
countries  with  those  of  six  other  Asian 
nations  (including  China,  India,  Malaysia, 
and  Indonesia)  that  have  continued  to 
limit  cigarette  imports,  the  researchers 
were  able  to  assess  both  the  success  of 
U.  S.  efforts  to  gain  market  share  and 
the  extent  to  which  such  efforts  also 
raised  ovei-all  tobacco  consumption. 

The  study  foiuid  that  the  mai'ket  shai-e 
of  U.  S.  cigarettes  in  the  foui-  countries 
that  Ufted  import  ciu'bs  was  600%  higher 
in  1991  than  it  would  have  been  if  the  old 
restiictive  rales  had  remained  in  place. 
At  the  same  time,  it  foimd  that  per  capi- 
ta consumption  of  cigarettes  in  those 
countries  was  nearly  10%<  higher  than  it 
would  have  been  if  theii-  markets  had 
not  been  opened  to  U.  S.  exports. 

Thus,  the  study  confirms  the  com- 
13laints  of  U.  S.  cigai'ette  makers  about 
the  baleful  effect  of  trade  barriers.  But 
it  also  gives  important  ammunition  to 
those  who  argue  that  advertising  limits 
and  other  measiu'es  to  deter  smoking 
in  developing  nations  should  not  be 
weakened — even  temporarily — ^just  to 
enable  U.  S.  companies  to  penetrate 
markets  previously  closed  to  them. 


A  $600  BILLION 
DATING  GAME 

Why  the  year  2000  will  hurt  profits 

It's  hardly  news  that  by  the  time  the 
millennium  i*olls  ai-ound — in  just  3'A 
years — computer  users  will  have  had  to 
shell  out  substantial  ftmds  to  biing  theii- 
computer  progi'ams  up  to  date.  That's 
because  a  lot  of  the  date-sensitive  pro- 
grams now  in  use  will  assume  that  the 
year  2000  is  the  year  1900,  mixing  up 
the  futiu-e  with  the  past.  Gartner  Group, 
a  computer-oriented  consultancy,  has  es- 
timated that  on  a  global  basis,  the  total 
cost  for  all  users  could  go  as  high  as 
.$600  billion  over  the  next  few  years 
(BW— Nov.  13). 

An  interesting  question  is  how  the 
cost  will  affect  corporate  profits.  Econ- 
omist David  Owen  of  Kleinwoit  Ben- 
son Securities  has  looked  at  the  issue 
for  Britain  and  concluded  that  it  could 
depress  profits  by  1%. 

David  Wyss  of  DRi/McGraw-Hill 
thinks  that  a  1%  bite  out  of  earnings  is 
good  ballpark  number  for  the  U.  S.  cor- 
porate sector  as  well.  But  he  doubts 


that  it  will  be  very  noticeable,  since! 
will  be  spread  out  ovei*  several  yeail 
Meanwhile,  computer  users  aref 
ready  gearing  up  for  the  process, 
state  of  Nebraska  plans  to  raise  its 
arette  tax  next  year  by  2<?  a  paeli 
help  pay  for  the  $31  million  it  expectsl 
spend  to  bring  its  systems  up  to  sna 


WEDLOCK'S  EARd 
HEALTH  BONUS 

Men's  risks  of  dying  fall  right  awi 


rt,  111. 


StOli 


:ei'i 
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While  it  has  long  been  knovra  t 
married  people  live  longer  tl 
single  people,  a  recent  Rand  Corp.  sti 
by  Lee  A.  Lillard  and  Linda  J.  Wi 
finds  that  the  health  gains  differ  o 
time  for  men  and  women. 

Right  after  a  wedding,  the  risk 
dying  drops  substantially  for  men 
not  for  women.  But  over  a  long  n 
riage,  the  gain  for  wives  (relative 
single  women)  is  larger,  so  that  t. 
benefit  about  as  much  as  theii-  husbajfcis 
The  authors  think  that  men's  health 
proves  immediately  because  marri 
tempers  risky  behavior  such  as  i 
eating  habits  and  overdrinking  and 
hances  then-  social  network.  Significi 
ly,  the  risk  of  dying  falls  sharply  e 
for  newly  married  low-income  men 
Among  manied  women,  by  contr 
the  risk  of  dying  over  the  long  mn  c 
not  decUne  unless  marriage  is  acconr 
nied  by  rising  incomes.  The  authors  ( 
elude  that  while  marriage  promc 
longevity  for  both  men  and  women 
impi'oved  financial  resources  that  ] 
vide  gi'eater-  access  to  health  care,  be 
nutrition,  and  other  benefits,  the  inc( 
effect  is  especially  important  for  won  mm]' 

What  happens  after  a  divorce  or 
death  of  a  spouse?  As  the  chart  she 
the  subsequent 


mortality  rates  of 
divorced  men  and 
women  revert  to 
the  higher  levels 
of  those  who 
stayed  single.  Un- 
like widowed  men 
who  have  trouble 
surviving  alone, 
however,  widowed 
women  fare  al- 
most as  well  as 
their  still-married 
coimteiparts — per- 
haps in  part  be- 
cause they  usual- 
ly wind  up  with 


HOW  MARRiAG 
HELPS  LONGEVr 

CHANCE  OF  DYING  AT  AG| 


smiiwi 

IF- 


isatai 


OIVORCEOOR 
NEVER  MARRIEO- 


tplacenif 

'Sti.  That 


-L. 


0     12  3 
►PERCENT 

•ASSUMES  DIVORCE  OR  DE 
OF  SPOUSE  12  YEARS  EARl 
DATA  RAND 


ass 


the  full 

accumulated  during  their  marriages 


-f  of 


30  BUSINESS  WEEh  /  JUNE  17,  1996 


asiness  Outlook 


VMES  C.  COOPER  &  KATHLEEN  MADIGAN 


HY  THIS  MARKET  RUNUP 
AY  WELL  HAVE  LEGS 


US.  ECONOMY 


THE  SURGE  IN 
PROFITABILITY 

PERATING  PROFITS 
ER  UNIT  OF 
EAL  OUTPUT 


Wall  Street  is  nervous.  Stock 
prices  have  soared  nearly  50% 
3  past  year  and  a  half,  and  the  economy  is  showing 
■  that  its  growth  rate  may  be  exceeding  the  Fed- 
Reserve's  comfort  zone.  The  worry  is  that  Fed 
ening  would  send  interest  rates  even  higher,  slow- 
he  economy,  hammering  profits,  and  sending  the  fi- 
ial  markets  into  a  tailspin. 

ieed,  much  of  the  recent  economic  data  has  been 
g  enough  to  set  off  alarms.  Construction  seems  im- 
ous  to  higher  mortgage  rates.  New  jobless  claims 
fallen  to  a  nine-month  low.  Leading  indicators 
ising  again.  And  the  Commerce  Dept.'s  revision  to 
quarter  real  gross  domestic  product  suggests  that 
id-quarter  growth  is  greater  than  3%.  All  this 
itens  the  market's — and  the  Fed's — concerns  about 
e  wage  and  price  pressures. 

The  stock  market  clearly 
looks  vulnerable.  In  May,  the 
Dow  Jones  industrial  average 
was  nearly  30%  above  its 
1982-1995  trend  Une.  The  Dow 
has  been  that  far  above  its 
trend  only  twice  before  since 
1982,  including  just  prior  to 
the  1987  crash.  The  other  two 
times  it  corrected  by  12%,  in 
1984,  and  28%,  in  1987. 
But  before  you  run  for  cov- 
•nsider  two  things:  First,  chances  are  still  good  that 
iconomy  will  slow  to  a  more  Fed-friendly  pace  in 
econd  half,  obviating  the  need  for  a  new  round  of 
tightening.  And  two,  the  profitabiKty  of  U.  S.  com- 
is  is  at  an  all-time  high,  so  maybe  the  Dow  is  not 
it  of  line  in  the  first  place. 

MINGS  ARE  THE  BEDROCK  of  equity  values  In 
arst  quarter,  the  Commerce  Dept.'s  tally  shows 
before-tax  operating  profits,  which  are  adjusted  for 
itory  values  and  the  difference  between  tax-based 
replacement-cost  accounting,  rose  14.9%'  from  a 
ago.  That's  quite  a  performance  considering  that 
iconomy  has  grown  at  only  a  1.7%  pace  during  the 
year. 

le  fact  is,  the  ability  of  Corporate  America  to  gen- 
;  profits  has  never  been  gi-eater.  Earnings  as  a 
sntage  of  real  gdp  for  nonfinancial  companies,  a 
of  economy- wide  profit  margin,  rose  to  a  post- 
high  of  11.1%  last  quarter  (chart).  The  surge  in 
ings  per  unit  of  output  in  this  expansion  is  un- 
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precedented,  and  by  all  indications,  that  margin  will  re- 
main high  in  the  second  quarter — or  rise  further. 

The  reason:  Even  by  the  government's  new,  more 
somber-looking  data  on  productivity,  corporate  effi- 
ciency is  still  growing  fast  enough  to  hold  the  pace  of 
unit  labor  costs  below  the  growth  rate  of  prices.  That's 
why  unit  profits  are  rising  even  in  an  economy  where 
pricing  power  is  weak.  And  it's  a  key  reason  why  over- 
all profit  growth  for  the  rest  of  1996,  while  sure  to  slow 
down,  should  remain  pretty  good. 

AS  FOR  THE  ECONOMY,  the  fear  of  sustained  overly 
rapid  growth  seems  premature.  When  the  Commerce 
Dept.  revised  first-quarter  growth  in  real  GDP  down  to 
an  annual  rate  of  2.3%,  from  the  2.8%  originally  re- 
ported, many  market  mavens  began  to  worry  that  the 
mix  of  GDP  suggested  that  growth  is  ready  to  acceler- 
ate. That's  because  final  demand  was  revised  up,  while 
inventory  growth  was  refigured  to  be  much  slower. 
Businesses  liquidated  inventories  last  quarter  for  the 
first  time  in  four  years.  That  pattern  typically  causes  a 
snapback  in  production  and  employment. 

This  time,  however,  that  bounce  will  be  short-lived. 
Detroit,  awash  with  unsold  cars  and  trucks  at  the  be- 
ginning of  last  quarter,  cut  production  to  clear  out  the 
excess.  The  effort  was  accelerated  by  the  strike  at 
General  Motors  Corp.  As  a  result,  car  dealers  shrank 
their  inventories  by  a  record  $24  billion. 

Detroit  has  since  geared  up 
second-quarter  production,  and 
May  vehicle  sales  looked 
strong.  Auto  output  by  itself 
is  set  to  add  some  two  per- 
centage points  to  this  quar- 
ter's real  GDP.  That  boost 
could  lift  growth  into  the  3%- 
to-3.5%'  range  this  quarter. 

But  excluding  autos,  inven- 
tories actually  grew  faster  in 
the  fii'st  quarter  than  they  did 
in  the  fouilh  quarter.  That  partly  explains  why  the 
manufacturing  sector  remains  in  the  doldrums  as  fac- 
tories continue  to  trim  stock  levels  (chart).  The  Pur- 
chasing Managers'  Index  of  industrial  activity  dipped 
back  below  50%  in  May,  the  dividing  line  between  ex- 
pansion and  contraction  in  manufacturing.  Except  for  a 
reading  of  50.1%  in  April,  the  index  has  been  below 
50%  since  last  August. 

Moreover,  even  as  gdp  is  speeding  up  this  quarter,  fi- 
nal demand  is  slowing  down.  That's  mainly  because 
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consumer  spending  is  cooling  off.  Real  consumer  outlays 
for  goods  and  services  fell  0.2%  in  April.  Moderate 
gains  in  May  and  June  will  leave  the  quarterly  ad- 
vance well  short  of  the  first  quarter's  3.6%  increase. 

The  April  spending  pause,  especially  for  big-ticket 
items,  was  the  result  of  Uncle  Sam's  taking  a  big  bite 
out  of  household  income.  Real  aftertax  income  fell  a 
steep  0.9%  because  of  a  surge  in  tax  payments  related 
to  capital  gains  from  the  1995  stock  market  boom,  as 
well  as  the  last  installment  of  the  1993  tax  hike  on 
wealthy  households. 

CLEARLY.  THE  STOCK  MARKETS  RUNUP  has  helped 

lift  the  economy.  It  has  made  it  easier  for  companies  to 
raise  cash  for  capital  spending  and  product  develop- 
ment— activities  that  generate  jobs.  Much  of  those  out- 
lays are  going  to  productivity-enhancing  investments  in 
high-technology  equipment.  And  with  40%  of  consumers 
owning  stocks,  up  from  33.2%  in  1983,  households  have 
seen  their  wealth  rise.  Asset  gi'owth  has  made  up  for 
some  of  the  huge  increases  in  household  debt,  and  it  is 
also  an  important  factor  in  the  housing  market. 

Despite  the  more  than  one  percentage-point  jump  in 
mortgage  rates  this  year,  new-home  sales  rose  6.7%  in 
April,  to  an  annual  rate  of  776,000.  Sales  are  neaiiy  28% 
above  their  year-ago  level.  With  demand  that  strong, 
homebuilding  is  leading  a  spurt  in  new  construction 
generally.  Private  construction  outlays  for  residential 
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and  business  projects  rose  1.3%  in  April  after  a  l.J 
advance  in  March,  the  strongest  two-month  increases 
more  than  two  years  (chart). 

However,  construction  activity  probably  peaked^) 
the  spring.  Home  sales  being  reported  now  are  bail 
on  commitment^  made  back  when  rates  had  just  'I 
gun  to  rise,  forcing  many  fence-sitters  into  decisici 
out  of  fears  that  rates  would  rise  further  Housing  \| 
add  handsomely  to  second-quarter  GDP,  but  it  cov^ 
well  be  a  drag  in  the  second  half. 

Of  course,  with  the  economy  j 
slowing,  profits  are  bound  to 
slow  as  well.  The  question: 
Will  "pretty  good"  earnings  be 
good  enough  foi-  the  market? 
Right  now,  stock  analysts' 
expectations  of  earnings  ap- 
pear to  be  generally  higher 
than  the  profit  growth  you 
might  expect  given  a  slower 
economy  in  the  second  half. 
Possible  earnings  disappoint- 
ments could  be  the  trigger  for  a  correction. 

But  aside  from  that  caveat,  the  economic  trends! 
the  '90s,  including  investment  in  high-tech  equipme; 
low  inflation,  low  interest  rates,  and  increased  pi| 
itability,  augur  well  for  continued  growth  in  sh'A 
prices — especially  for  long-term  investors. 
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FRANCE'S  MALAISE  WON'T  LAST  LONG 


After  a  quick  start  for  1996, 
France's  economy  is  slowing 
this  quarter,  but  growth  will  re- 
bound in  the  second  half. 

First-quarter  real  gross  domes 
tic  product  gi*ew  at  a  quarterly 
rate  of  1.2%,  helped  by 
strong  consumer 
spending,  especially  for 
cars,  and  exports.  Part 
of  the  advance  reflect- 
ed a  rebound  from  the 
December  transit 
strike  that  contributed 
to  the  0.4%  fall  in 
fourth-quarter  gdp. 

Growth  isn't  look- 
ing veiy  strong  this 
spring-.  Consumer  spending  fell 
1.4%  in  April,  and  bad  weather 
may  have  pulled  down  May  pur 
chases  as  well.  In  addition,  com- 
panies are  increasingly  worried 
about  their  economic  prospects. 
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says  a  confidence  survey  done  by 
the  French  national  statistics  of- 
fice. The  May  business  index 
dropped  to  -27,  from  -21  in  April. 
A  big  concern  is  excess  invento- 
ries (chart),  which  are  expected 
to  slow  the  growth  in 
orders  and  output.  A 
survey  of  small  busi- 
nesses also  showed  a 
gloomy  mood. 

The  outlook  for 
France's  second  half 
depends  on  how 
quickly  inventories 
are  adjusted. 
Stronger  demand  will 
help  the  process:  Ex- 
ports remain  on  an  uptrend.  And 
domestic  car  buying  should  rise  in 
the  third  quarter  because  a  gov- 
eniment  incentive  progi-am  is  set 
to  expire  in  September  One  prob- 
lem for  France  is  that  its  mone- 


tary pohcy  is  limited  by  the  inac-i? 
tion  of  Gei-many's  Bundesbank. 
The  Bank  of  Fi-ance  last  cut  , 
short-term  intei'est  rates  in  April' 
Even  so,  real  gdp  is  expected  to 
gi-ow  1%  to  1.5%  for  all  of  1996. 

Better  second-half  growth  will 
help  the  government  of  Prime 
Minister  Alain  Juppe  deal  with 
France's  fiscal  deficit.  ParliamenI 
has  begim  discussions  on  the  1 
budget,  including  proposed  soci 
security  reforms  as  well  as  tax 
cuts  over  the  next  five  years 
government  hopes  to  keep  spend- 
ing unchanged  ft'om  1996  levels  ii 
oi'der  to  tiim  the  public  deficit  to 
3%  of  GDP  by  1997  from  5%  in 
1995.  That  goal,  of  course,  must 
be  reached  if  France  is  to  meet 
the  Maastricht  criteria  and  be- 
come a  charter  member  of  Euro- 
pean Monetary  Union  envisioned 
for  1999. 
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(former  systems  and  technology 
businesses  of  AT&T,  plus  Bell  Labs, 
with  125  years  experience 
in  making  the  things  that  make 
communications  work) 
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COMPUTERS 


SERIOUS  FUN 
FROM  IBM 


It's  hitting  home  users  with  an  avalanche  of  goodies 


The  consumer  market  is  an  opportu- 
nity the  $72  bilhon  giant  can't  afford  to 
ignore.  Insiders  say  Gerstner  is  pushing 
for  annual  sales  gi'owth  of  10%  for  IBM 
as  a  whole,  much  higher  than  the  6% 
analysts  expect  this  year.  To  hit  the 
goal,  IBM  must  expand  its  markets,  and 
executives  figure  consumers  are  a  good 
bet.  Gerstner  doesn't  have  much  time  to 
win  over  those  buyers:  New  competi- 
tors— particularly  Japanese  companies 
Sony,  NEC,  and  Toshiba — are  geanng  up 
for  their  own  big  push. 

To  build  a  consumer  empire,  Gerst- 
ner is  counting  on  Firestone.  A  mar- 


Last  summer,  IBM  Chairman  Louis 
V.  Gerstner  Jr  stood  before  Wall 
Streeters  and  outlined  his  strategic 
plans  for  the  world's  largest  com- 
puter company.  On  the  short  list:  lui'- 
ing  consumers,  a  segment  ibm  hasn't 
been  able  to  crack  after  a  dozen  years  of 
trying.  Gerstner,  though,  gave  few 
specifics.  "Stay  tuned  on  this  one,"  he 
told  analysts.  "This  is  all  futures." 

The  wait  is  over.  On  June  10,  ibm 
will  begin  a  full-scale  siege  of  the  con- 
sumer market,  vdth  new  PCs,  software, 
and  electronic  gadgets.  Backed  by  a 
hefty  .$70  miUion  ad  budget,  the  effort 
will  launch  vdth  new  Ap- 
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mer,  ibm  will  follow  up 
with  new  software,  Internet  goodies  ex- 
clu.sively  for  ibm  customers,  and  a  vari- 
ety of  new  peripherals,  including  moni- 
tors with  built-in  speakers,  ibm  may 
even  buy  a  few  companies  to  add  heft 
to  the  attack.  "We  can  dazzle  the  world, 
and  we  will,"  crows  .James  A.  Firestone, 
the  41-year  old  general  manager  of  IBM's 
new  consumer  division. 
REPEAT  SALES.  Dazzle  the  consumer 
world?  IBM?  There's  a  long  way  to  go. 
Sales  of  computer  gear  into  U.  S. 
homes — PCs,  game  machines,  software, 
and  online  services — is  expected  to  sky- 
rocket to  $71.-5  billion  by  1999,  up  fi-om 
$39  billion  last  year,  according  to  market 
researcher  Access  Media  International. 
IBM's  take?  A  relatively  slim  $1.8  billion. 
What's  more,  Big  Blue's  share  of  retail 
home-PC  sales  sank  duiing  the  first  quar- 
ter of  this  year,  to  .5.3%,  from  9.5%  in 
the  first  quarter  of  1995,  says  researcher 
Computer  Intelligence.  Rival  Compaq 
Computer  Coi-p.,  meanwhile,  surged  to 
20%  from  15.7%  during  the  same  period. 


keting  executive,  Firestone 
worked  for  Gerstner  at  American 
Express  Co.  Last  August,  Gerst- 
ner hired  him  away  from 
Ameritech,  where  he  headed  the 
consumer  division.  Firestone's 
strategy:  to  target  the  computer- 
savvy  population — repeat  buyers 
of  PCs  with  household  incomes  of 
$.50,000-plus.  "We're  not  going  to 
be  all  things  to  all  people,"  he 
says.  "These  people  have  PCs,  and 
they'i-e  buying  more." 

To  snare  them,  ibm  figures  it 
can  forge  a  relationship  based  on 
new  semces — many  to  be  included 
in  the  base  price  of  its  PCs.  Con- 
sumer loyalty  is  an  underappreci- 
ated concept  in  the  PC  business, 
says  Link/Intemational  Data  Corj). 
analyst  Richard  Zwetchkenbaum. 
According  to  his  research,  only 
28%  of  consumers  say  they  are 
likely  to  buy  the  same  brand  of 
PC  again.  "If  you  can  get  cus- 


tomers to  buy  your  product  and  thp 
stay  with  you  to  buy  again,  you 
lower  your  cost  of  sales,"  he  says. 

One  idea  in  the  works:  using  IB 
deep  pockets  to  offer  consumers 
ready  wary  about  the  rapid  pace 
change  in  the  PC  industiy — new  fin 
ing  options.  For  example,  a  two-yi 
rent-to-own  option  might  include 
free  software  or  hardware  upgrade,  b 
the  end  of  the  term,  the  customer  coil 
keep  the  machine  or  turn  it  in  fori 
downpayment  on  a  new  IBM  model,  j ; 

Then,  there's  the  Internet  hook.  Stan? 
ing  in  June,  all  ibm  PCs  will  come 
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How  Big  Blue  Plans  to  Woo  the  Consumer 


HARDWARE  On  June  10, 
IBM  will  introduce  Aptiva 
PCs  with  built-in,  game- 
enhancing  3-D  technology. 
In  September,  it  will  launch 
new  Aptivas,  code-named 
Stealth,  featuring  a  sleek 
black  look  and  new  design. 
IBM  also  is  readying  scan- 
ners, monitors,  and  disk 
drives  for  the  home  market. 

SOFTWARE  With  a  keen 
eye  on  the  family,  titles  will 
be  geared  to  a  PG  audi- 
ence. Upcoming  releases: 
Pinocchio,  a  game  tied  to 
the  July  release  of  the 


movie,  and  Ted  Shred,  a 
3-D  action  game. 

SERVICES  The  company 
plans  to  offer  home  instal- 
lation and  training  through 
retailers.  In  Canada,  IBM  is 
testing  a  program  called 
Smart  Home  to  help  con- 
tractors design  and  wire 
new  homes  for  intelligent 
devices.  In  Japan,  it's 
experimenting  with  a  ser- 
vice center  called  PC  Doc 
for  all  types  of  computer 
equipment. 

INTERNET  A  gateway  to 
the  Web  exclusively  for 


Aptiva  owners.  The  online 
service  will  provide  product 
and  help  information,  in 
addition  to  links  to  gener- 
al-interest Web  sites. 

IN  THE  LAB  With  a 
$15  billion  research  bud- 
get, Big  Blue  has  a  wide 
array  of  technology  in  the 
works,  including  tiny,  high- 
resolution  screens,  a  hard 
disk  drive  the  size  of  a 
domino,  a  Web  browser  for 
TVs,  and  a  cyberphone  that 
would  let  users  view  E-mail 
or  Internet  pages  while 
talking. 


the  latest  browser  ft-om  Netscape  Com- 
munications Corj).  and  access  to  a  new 
IBM  World  Wide  Web  site.  Initially,  Big 
Blue  will  provide  online  help  as  well  as 
quick  links  to  a  variety  of  family-orient- 
ed Web  pages — everything  from  sports 
and  travel  to  stock  quotes.  IBM  may  also 
do  away  with  preloading  of  software  ti- 
tles, only  a  fi'action  of  which  are  actual- 
ly used.  Instead,  the  Web  site  will  offer 
software — mostly  free,  but  some  could 
have  a  fee — that  can  be  zapped  to  the 
PC  at  the  click  of  a  button. 

Later  in  the  year,  IBM 
will  offer  another  service, 
called  Update  Connector. 
When  Aptiva  customers  hit 
the  IBM  Web  site,  special 
software      will  detect 
whether  their  machine  is 
due  for  an  upgrade  on  any 
software,  say,  the  new  re- 
lease of  Lotus  1-2-3.  Other 
services  under  considera- 
tion: a  program  in  Canada 
to  wire  new  homes  and  an 
IBM  outlet  in  Japan  to  fix 
any  computer  gear. 
JUNGLE  BUNGLE.  The  Web 
isn't  going  to  replace  ibm's 
own     software.  Firestone's 
biggest  challenge  may  be  build- 
ing IBM  into  a  serious  provider 
of  PC  programs.  So  far,  the  ef- 
fort has  been  poorly  focused 
and  late.  For  example,  ibm  re- 
leased a  CD-ROM  game  based  on 
the  new  Jungle  Book  movie. 
But  it  came  out  in  April,  at 
least  six  months  after  the  flick 
did.  Firestone  is  already  fixing 
that  problem.  He's  got  a  new 
game  tied  to  the  upcoming 


Pinocchio  movie.  When  the  picture  hits 
theaters  in  July,  the  game  vdll  be  on 
store  shelves — and  there  will  even  be 
Aptiva  PCS  in  some  theaters  that  kids 
can  use  to  play  the  progi'am. 

If  that's  not  enough,  insiders  say 
Gerstner  is  willing  to  buy  softwai'e  com- 
panies to  fill  in  the  gaps.  Top  of  the 
list:  educational  or  edutainment  soft- 
ware companies.  Says  Firestone:  "Ac- 
quisitions aren't  out  of  the  question." 

IBM's  strongest  weapon  could  be  prod- 
ucts deep  within  its  reseai'ch  division. 
IBM  scientists,  for  instance,  are  work- 
ing on  a  prototype  of  a  cyberphone — a 
combo  Web  browser  and  cellular  tele- 
phone. The  twist:  a  tiny  min-or  at  the 
base  flips  out  to  view  a  projection  fi-om 
the  unit  that  looks  like  a  12-inch  moni- 
toi'.  That  will  allow  users  to  troll  the 
Net  or  check  E-mail. 

To  attract  sophisticated  home-PC 
buyers,  Firestone  is  bringing  IBM's  in- 
dustrial design  into  the  1990s.  The  new 
Aptiva,  code-named  Stealth,  has  a 
unique  feature  that  saves  space  on  the 
desktop — the  cd-rom  and  floppy  disk 
pop  up  ft-om  a  hidden  panel  on  the  top 
of  the  machine.  The  rest  of  the  com- 
puter is  in  a  box  that  slides  under  the 
desk.  "We're  bringing  a  sense  of  what 
the  consumers  want  in  their  home  into 
the  way  ibm  is  designing  its  products," 
says  Firestone. 

Big  Blue  is  already  winning  over 
some  of  the  toughest  reviewers:  retail- 
ers. "These  are  exciting  products,"  says 
Lawrence  N.  Mondry,  executive  vice- 
president  of  CompUSA  Inc.  and,  previ- 
ously, a  vocal  critic  of  ibm.  "This  is  a 
radical  change."  The  real  test,  however, 
will  come  from  consumers. 

By  Ira  Sager  in  New  York 
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TAXES 


MY  TAX  CUT  IS  BIGGER 
THAN  YOUR  TAX  CUT 

Will  the  candidates  blow  off  budget-balancing?  Probably 


Increasingly,  Republican  standard- 
bearer  Bob  Dole  is  staking  his  politi- 
cal future  on  the  premise  that,  mired 
in  Bill  Clinton's  slow-gi"owth  economy, 
America  needs  a  tax  cut.  For  weeks. 
Dole's  economists  have  been  stiuggling 
to  shape  a  tax  package  that's  big,  brash, 
and  capable  of  providing  a  spark  to  ig- 
nite the  Kansan's  campaign. 

The  White  House  response  has  been 
to  chide  Dole  for  pander- 
ing. But  there  are  signs 
that  the  President,  too,  is 
climbing  aboard  the  Tax  Cut  Express. 
Speaking  at  Princeton  University  on 
June  4,  Clinton  unveiled  a  $1,500  col- 
lege-tuition tax  credit,  and  he  has  also 
said  he  will  push  for  a  tax  credit  for 
small  businesses  that  subsidize  work- 
ers' education.  Senior  campaign  adviser 
Richard  Moms  has  lU'ged  the  President 
to  meet  the  Dole  challenge  head-on  with 
a  new  push  for  middle-class  tax  relief. 
EASY  SELL.  Politically,  it's  not  hard  to 
see  why  Dole  and  Clinton — both  noted 
for  supporting  record-breaking  tax 
hikes — are  trying  to  glom  onto  the  issue. 
Historically,  tax  cutting  is  boffo  politics, 
while  tax  increases  are  viewed  as  the 
kiss  of  death.  But  1996's  bom-again  tax- 
cutters  may  be  in  for  a  jolt.  At  the  mo- 
ment, tax  rehef  ranks  relatively  low  on 
Americans'  list  of  top  concerns,  far  be- 
hind job  security  and  education. 

Moreover,  polls  show  that  while 
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Americans  would  love  to  get  money 
back  from  Uncle  Sam,  they  worry  that 
a  tax  giveaway  could  cause  the  deficit  to 
explode  and  the  economy  to  implode.  A 
USA  7bd«  (//CNN/Gallup 'survey  of  1,019 
adults  conducted  on  May  28-29  found 
that  only  23%  of  those  sui"veyed  want  a 
tax  cut  if  it  means  increasing  the  deficit. 

Taxpayers  interviewed  by  business 
WEEK  also  seem  wary  of  the  sudden  tax- 
cut  fervor.  "We  need  to 
concentrate  on  spending, 
not  taxes,"  says  David 
Glaze,  a  salesman  from  Law-renceville, 
Ga.  "Dole  is  just  saying  he'll  cut  taxes  to 
get  people  to  vote  for  him.  I'm  not  bank- 
ing on  any  of  these  empty  promises." 

Indeed,  voters  appear  weaiy  of  the 
political  spin  game.  "If  you  dangle  a  tax 
cut,  a  few  people  are  going  to  gi'ab  onto 
it,  but  I  don't  think  it's  a  big  hmhh 
deal,"  says  Clinton  backer  Matt 
Heitz,  41,  who  runs  a  280-acre 
hog  farm  in  Farley,  Iowa.  His 
top  concerns:  education,  de- 
fense, and  Social  Seciuity.  Adds 
Maria  K.  Garcia,  27,  an  educa- 
tor at  the  Denver  Ait  Muse-     ""I  TIT  Vr~i  ~  j  V 'l" 'a^I 
um:  "I  don't  feel  overtaxed.  It's    ^J3V_°r  _a_c_ut  but  not  if  it  increases  t^^^^ 

much  more  important  to  pay 
off  the  national  debt  so  the 
next  generation  won't  have  to     ►  No  opinion 
deal  with  it." 

That  iiiitial  skepticism  could 
fade,  of  course,  once  a  theoret- 


ical Dole  tax  cut  becomes  a  cuncrt- 
proposal  that  a  family  can  factor  into  j 
budget.  "Their  record  is  about  raisi; 
taxes.  Ours  is  about  cutting  taxes,"  sa 
Dole  campaign  manager  Scott  Ret. 
"It's  a  debate  we're  going  to  have  ev(/ 
day."  Indeed,  a  recent  nbc  News/Wi 
Street  Journal  poll  found  that  whent 
comes  to  which  party  does  a  better  js 
on  tax  issues.  Republicans  have  a  nir- 
point  advantage  over  Democrats. 

What's  more,  the  tax  bite  remainsa 
somewhat  sensitive  subject  for  ma^ 
Americans.  The  total  tax  bui-den — co- 
bined  federal,  state,  and  local  levies-s 
at  an  all-time  high.  In  1993,  the  lit 
year  for  which  complete  data  is  av;- 
able,  federal,  state,  and  local  revenu 
totaled  33.8%  of  the  economy's  outpkii 
primarily  because  of  higher  state  m\ 
local  taxes,  up  from  27.7%  in  1962.  % 
Those  who  do  support  tax  cuts  ;s  , 
deeply  committed  to  the  cause.  "Oneti 
the  reasons  why  we  can't  get  anywh(t 
financially  in  this  country  is  because| 
high  taxes,"  says  wScott  Austensen, 
an  Atlanta  bank  vice-president.  "I  th 
a  tax   cut   would   be  stimulativH 
Austensen  voted  foi'  Clinton  in  1992  lit 
now  backs  Dole.  "Republicans  will  o 
a  better  job  cutting  taxes,"  he  says. 


Lower  Taxes-A  Low  Priority 

Would  you  generally  favor  or  oppose  a  \ 
proposal  to  cut  federal  income  taxes? 

►  Favor  a  cut,  even  if  it  increases  the  deficit  23'i 


►  Oppose  a  tax  cut 
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CNN/aS/l  Tbc/ay/Gallup  Poll  of  1,019  adults 
conducted  May  28-29,  1996 
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HAS  THE  FAA 

BEEN  COMING  GLEAN? 

A  probe  examines  alleged  stonewalling  by  a  top  agency  official 


it  economists  are  divided  on 
her  a  tax  cut  is  really  needed.  Clin- 
advisers  say  there's  no  need  to 
consumption — and  if  tax  cuts  are 
ed  for  political  reasons,  they  urge 
ited  incentives  for  education,  hous- 
ind  caring  for  children  and  the  el- 
•.  "We  should  not  engage  in  a  bid- 
war,"  says  White  House  Chief  of 
Leon  E.  Panetta. 

imocrats  signal  that  if  Dole  pushes 
agan-style  tax  agenda,  they  will  be 
^.  The  White  House  relishes  the 
?ht  of  contrasting  Chnton's  focus 
ising  middle-class  taxes  with  the 

"very  large  package  of  tax  relief 
disproportionately  goes  to  the 
shiest  Americans,"  as  White  House 
isman  Michael  D.  McCuny  puts  it. 
E  CANDY."  Dole,  too,  seems  con- 
id  that  his  tax  package  may  look 
a  giveaway  for  fat  cats.  Already, 
>e  Ways  &  Means  Chairman  Bill 
er  (R-Tex.)  is  warning  that  the 
I  of  tax  cuts  being  lu'ged  by  supply- 
s  would  require  painful  spending 
that  could  boomerang  on  the  gop. 
5ed  by  gop  supply  siders  to  em- 
!  both  a  15%  across-the-board  rate 
ind  the  pledge  to  move  to  a  flat 
Dole  has  begun  to  lower  expecta- 
.  He  is  now  promising  that  he 
,  bust  the  budget  to  lower  taxes. 
it  how  hotly  this  tax  debate  rages 
epend  on  how  bold  Dole's  tax  gam- 
;  and  whether  Chnton  can  resist 
jmptation  to  counter  with  his  own 

Independent  Ross  Perot  derides 
etitive  tax-cutting  as  "free  candy" 
mericans.  Voters  have  eaten  it  up 
St  elections.  But  it  remains  to  be 
whether  they  will  do  so  again. 

Richard  S.  Dunham,  with  Mike 
imee,  in  Washington.  Nicole  Har- 
1  Atlanta,  and  Greg  Burns  in 

go 


Federal  A\iation  Administi-ator  David 
R.  Hinson  sounds  like  a  man  who  is 
confident  about  the  future  of  the 
agency  he  heads.  He  said  in  a  June  3 
speech  in  Atlanta  that  despite  intense 
sciTJtiny  of  the  faa  in  the  wake  of  the 
May  crash  of  ValuJet  Flight  592,  funda- 
mental changes  at  the  agency  are  un- 
necessary. "The  faa's  a  very,  very 
sound,  fii'st-class  organization,"  he  said. 

Not  everyone  agi'ees,  though.  The 
Dept.  of  Tr-ansportation's  Office  of  the 
Inspector  General  is  conducting  an  ad- 
ministrative investigation  of  Anthony  J. 
Broderick,  the  faa's  associate  adminis- 
trator for  regulation  and  certification, 
according  to  tbree  gov- 
ernment investigators. 
The  probe  could  prove 
critical  to  the  faa:  In- 
siders say  that  Broder- 
ick, a  20-year  veteran 
and  trusted  Hinson  ally, 
is  the  real  administra- 
tive power  at  the 
agency.  "Hinson  takes 
his  signals  from  Brod- 
erick," says  one  senior 
faa  official.  Administra- 
tive investigations  can, 
if  the  charges  are  found 
to  have  merit,  lead  to 
suspension  without  pay 
— in  Broderick's  case,  a 
salary  of  $120,886— or 
outright  dismissal. 
THREATS?  Investigators 
appear  to  be  looking 
into  a  range  of  issues, 
including  w^hether  Broderick  impeded 
ciiminal  investigations  of  bogus  aiiplane 
parts  in  order  to  protect  his  depart- 
ment and  the  industiy  fi-om  damaging 
publicity.  The  iG's  office  declined  to 
comment  on  the  ongoing  probe.  The  y\a 
would  not  confiiTn  the  investigation,  but 
Hinson,  in  a  written  statement,  said 
that  he  has  fuU  confidence  in  Broderick. 
Ti'ansportation  Secretary  Federico  F. 
Pena,  whose  department  oversees  the 
F.A.A.  also  decUned  to  comment  on  the 
Broderick  investigation. 

Tvvo  goveiTunent  souix-es  famihai-  with 
the  investigation  said  they  beheved  it 
would  examine  allegations  that  Broder- 
ick tbreatened  to  withhold  support  for 
the  ig's  office's  efibrts  to  prosecute  ciim- 
inal cases  involving  bogus  plane  parts 
unless  the  IG  agreed  to  dowTiplay  the 


UNDER  SCRUTim^ 
The  DOT  is  conducting 
an  administrative 
investigation  of  Associate 
Administrator  Broderick 


safety  threat  involved.  According  to  the 
ig's  minutes  of  a  meeting  on  Oct.  9, 
1992,  obtained  from  a  government 
source,  Broderick  said:  "If  the  dot  [ig's 
office]  will  get  off  of  the  safety  issue,  we 
[the  faa]  will  support  you  on  the  crimi- 
nal issues."  The  faa  said  in  response 
to  questions  from  business  week  for 
an  earlier  stoiy  that  Broderick  never 
thi-eatened  to  withhold  f.aa  support  and 
that  the  ig's  office  had  overstated  the 
thi-eat  posed  by  bogus  parts. 

Earlier  this  year,  the  Justice  Dept. 
ended  a  criminal  investigation  of 
w^hether  Broderick  had  interfered  with  a 
bogus  parts  probe  of  a  Phoenix  engine- 
repair  facility  and  lied  in 
front  of  a  grand  jury, 
sa\ing  it  had  insufficient 
proof  The  faa  says  it 
reimbursed  Broderick 
for  $155,000  in  legal  bills 
tied  to  the  criminal 
probe.  Aftemards,  Jus- 
tice's acting  assistant  at- 
torney general  of  the 
ciiminal  di\ision,  John  C. 
Keeney,  spoke  with  an 
official  in  the  chief  coun- 
sel's office  at  the  faa. 
Investigators  familiar 
with  both  cases  say  that 
Justice  gave  infoiTnation 
to  the  ig's  office  that  has 
aided  in  the  administra- 
tive investigation.  Jus- 
tice confirms  Keeney's 
chscussion  but  dechnes 
to  comment  fiulher. 
Broderick  has  many  critics  in  the  law- 
enforcement  community.  Numerous  FBI 
agents,  dot  investigatoi-s,  and  other  law- 
enforcement  officials  say  the  faa  has 
hampered  their  agencies'  investigations 
into  bogus  parts,  and  they  blame  Brod- 
erick. One  FBI  agent  says  Broderick  has 
a  clear  conflict:  Every  conviction  for 
trading  in  bogus  parts  imdercuts  his  as- 
sertions that  bogus  parts  pose  little 
safety  risk. 

The  F.AA  said  in  a  wiitten  response  to 
questions  fi-om  business  week  for  the 
earlier  story  that  "the  prevalence  of 
counterfeit  parts  in  the  a\iation  system 
is  quite  low^"  and  that  it  is  w^orking  to 
improve  its  support  of  law^-enforcement 
efforts.  For  investigators,  the  improve- 
ment can't  come  fast  enough. 

By  Willy  Stem  in  New  York 
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DRUGS 


HOW  THE  FDA  LET 
HALCION  SLIP  THROUGH 

It  admits  it  didn't  adequately  examine  Upjohn's  data 

In  early  1992,  Food  & 
Drug  Administration 
investigator  D.  Mich- 
ael Erspamer  was  hot 
on  the  trail  of  pharma- 
ceutical giant  Upjohn 
Co.  The  question:  Had 
the  company  intention- 
ally withheld  key  infor- 
mation about  problems 
with  its  blockbuster 
sleeping  pill,  Halcion, 
from  the  fda?  The  con- 
troversial drug  had  re- 
cently been  banned  in 
Britain  because  of  such 
side  effects  as  memory 
loss,  vertigo,  and  de- 
pression. On  Mar.  17, 
1992,  Erspamer  was 
about  to  pick  up  a  slew  of  new  docu- 
ments from  Upjohn.  "We  suspected 
something  improper,"  he  recalls. 

That  day,  however,  he  got  a  call  from 
the  Detroit  office  of  the  fda:  Drop  the 
investigation,  he  was  told.  Don't  even 
collect  the  documents.  The  final  blow: 
Despite  evidence  that  although  Upjohn 
had  failed  to  report  adverse  reactions  to 
the  ding  in  a  key  study  summaiy,  the 
agency  decided  not  to  refer  the  case  to 
the  Justice  Dept.  "It  was  an  error  in 
judgment,"  says  Erspamer,  who  retii'ed 
in  1994. 

ABOUT  FACE.  Now,  in  a  surprising  mea 
culpa,  the  fda  admitted  on  May  29  that 
its  investigator  was  right:  The  case 
should  have  been  handed  over  to  Jus- 
tice. This  doesn't  necessarily  mean  that 
Upjohn,  now  Pharmacia  &  Upjohn  Inc., 
is  being  or  will  be  accused  of  wrongdo- 
ing. And  even  if  that  happens,  the  im- 
pact on  the  compa- 
ny's  bottom  line 
will  be  small,  ana- 
lysts   say,  since 
worldwide  Halcion 
sales  have  fallen  to 
less  than  half  their 
1988  peak  of  $258 
million  because  of 
controversy  and 
generic  competition. 

But  the  rare 
about-face  could 
have  significant 
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APPROVAL. 
THEN  SECOND 
THOUGHTS 

The  FDA's  m- 
again,  off-again 
investigation  of 
Halcion  and 
Upjohn 


consequences.  It  will  aid  plaintiffs  who 
have  been  fighting  an  uphill  battle  in 
73  lawsuits  worldwide  against  the  com- 
pany, attorneys  say.  And  coming  at  a 
time  when  Congi'ess  wants  the  fda  to 
review  diTigs  faster,  the  whole  flap  "is  a 
cautionary  tale  that  we  aren't  doing 
enough  to  protect  consumers  fi'om  po- 
tentially dangerous  dings,"  says  health 
policy  expert  Thomas  J.  Moore  of 
George  Washington  University. 

The  story  begins  back  in  the  early 
1970s.  In  a  study  dubbed  Protocol  321, 
Upjohn  gave  Halcion  to  30  Michigan 
prisoners  for  six  weeks.  The  side  ef- 
fects were  so  bad  that  five  dropped  out, 
and  many  others  said  they'd  never  take 
the  sleep  aid  again. 

But  in  1991,  long  after  the  ding's  1982 
approval,  the  lawyer  for  a  woman  who 
killed  her  mother  while  on  Halcion  made 
a  critical  discoveiy:  Upjohn  had  failed 

NOVEMBER,  1982  The 

FDA  approves  Halcion.     4  4^ 


to  mention  some  of  the  prisonei"s'  sidef- 
fects  in  the  summary  it  sent  to  the  Fi. 
Upjohn  promptly  disclosed  the  discrj- 
ancies  to  the  agency,  blaming  simple  cr- 
ical  eiTor  and  arguing  that  it  was  a  i- 
nor  mistake.  The  fda  agreed — uiil 
British  authorities  seized  on  the  new  i- 
formation  as  strong  proof  that  the  dig 
should  be  banned.  The  fda  then  asljj 
Upjohn  to  change  the  way  Halcion  v!^ 
prescribed  to  reduce  % 
risk  of  side  effects.  Alfl 
in  December,  19;i, 
Erspamer  was  asked ii) 
launch  his  probe.  ! 

So  why  did  his  bos^  5 
puU  the  plug  four  monii  5 
later?  One  stated  rea^i 
was  technical:  Erspair,  r 
was  raising  questions  If 
fi"aud  by  Upjohn,  a  crij 
inal  offense,  wWch  woi 
overstep  the  authority! 
his  civil  investigation.  lis 
superiors  apparent 
weren't  aware  that  a  fj 
fda  enforcer  had  rul| 
earher  that  civil  protj 
don't  have  to  be  halt^ 
if  investigations  tui-n 
criminal  suspicions. 

Critics  blame  more  than  poor  co: 
munication.  fda  officials  downplayl 
Upjohn's  omissions,  saying  the  321  stu(t 
itself  was  insignificant.  That,  critis 
charge,  shows  the  fda  was  too  eager  | 
protect  the  drug.  "These  guys  get  ^ 
much  criticism  for  taking  so  long  to  a^ 
prove  drugs  that  once  they  do,  the? 
don't  like  to  admit  mistakes,"  sa,< 
James  G.  Phillips,  former  fda  specif 
assistant  for  investigations. 

The  agency's  fumbling  didn't  ei 
there.  In  April,  1994,  on  the  eve  of  \ 
planned  retirement,  Erspamer  finishi 
his  inspection  report.  It  was  a  bom 
shell.  "The  misreporting  of  321  was  n 
an  isolated  incident,"  he  wi'ote.  "We  co 
elude  that  the  firm  has  engaged  in  j 
ongoing  pattern  of  misconduct  with  H; 
cion."  The  report  set  off  a  media  frem 
prompting  Commissioner  David 


OCTOBER,  1991  Britain  bans  th 
in  part  because  of  the  new  inforn 


4 

I 


JUNE,  1991  After  liti- 
gation uncovers 
Upjohn's  failure  to  ful- 
ly report  adverse  reac- 
tions in  a  key  clinical 
trial,  Upjohn  informs 
the  FDA  of  the 
errors. 
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DECEMBER,  1991  The  FE 

launches  an  investigatioi 

JULY,  1992  Having  susp 
its  probe  in  IVIarch  over  tf 
protests  of  its  lead  invest! 
the  FDA  decides  not  to  re 
case  to  the  Justice  Dept. 


(essler  to  set  up  a  task  force  to  probe 
he  agency's  handling  of  the  affair. 

Unfortunately,  says  one  task  force 
larticipant,  the  probe  wasn't  always 
oncerned  with  the  truth.  "There 
eemed  to  be  an  effort  to  criticize 
"rspamer  as  a  frustrated  rogue  inves- 
igator  who  was  taking  a  final  shot  at 
he  agency,"  he  says.  Other  members 
ispute  that.  The  task  force  took  more 
han  two  years  to  complete  its  report — 
nd  then  did  so  only  after  a  subpoena 
fireat  from  Representative  Joe  Barton 
R-Tex.).  FDA  officials  insist  that  they 
,'ould  have  finished  anyway,  but  admit 
hat  Barton  pushed  up  the  timetable. 

The  May  29  report  is  tougher  than 
lany  expected.  While  it  dismisses  many 
f  Erspamer's  allegations  of  misconduct 
y  Upjohn,  the  task  force  says  that  the 
ompany — deliberately  or  not — misrep- 
esented  a  few  studies.  And  some  task 
Dree  members  echoed  the  critics  by 
aising  concerns  about  "a  predetenriined 
ommitment  to  earlier  decisions . . .  and 
R  unwilhngness  to  respond  to  new  in- 
)mation."  Says  Barton:  "It  comes  as 
lose  as  the  fda  ever  vdll  to  admitting 
;  didn't  handle  this  issue  right." 
:EW  WORRIES.  The  report  still  doesn't 
ddress  larger  issues,  such  as  the  fda's 
bility  to  detect  discrepancies  in  drug 
pplications.  In  Halcion's  case,  Upjohn 
ad  provided  raw  data  on  side  effects 
)r  each  Michigan  prisoner.  Yet  fda  re- 
iewers  didn't  spot  the  omissions  in  the 
ummary.  More  flaws,  or  even  decep- 
ions,  will  get  past  the  fda,  agency 
catchers  wony,  if  Congress  passes  "re- 
)rms"  requiring  even  less  raw  data. 

And  did  Upjohn  pull  a  fast  one?  No 
r&y,  insist  company  officials.  "There 
lay  have  been  eri'ors,  but  there's  no 
vidence  of  wrongdoing  on  the  part  of 
lis  company,"  says  Dr.  Wesley  Mark 
'odd,  medical  director  for  clinical  de- 
elopment.  Erspamer  says  he's  not  con- 
dent  the  answer  will  come  out:  "The 
da  should  be  given  credit  for  reopening 
le  investigation.  But  I  don't  know  if 
ley  will  ever  come  out  with  the  right 
nswer."  This  time,  the  authorities  may 
nd  up  letting  sleeping  pills  lie. 

John  Carey  in  Washington,  with 
oseph  Weber  in  Philadelphia. 

^  1994  The  final  report  of  the 
igation  is  completed,  accusing 
n  of  "an  ongoing  pattern  of  mis- 
ct."  Commissioner  Kessler  asks 
ask  force  to  review  the  case. 

1996  An  FDA  task  force  concludes 
16  original  decision  not  to  pursue 
se  was  a  mistake.  It  suggests  hand- 
e  matter  over  to  Justice  and  recom- 
>  that  the  FDA  reassess  the  drug. 

DATA:  FOOD  &  DRUG  ADMINISTRATION 


AEROSPACE 

WHY  BOEING 
ABANDONED  SHIP 

It  didn't  care  for  the  shuttle's 
costs-or  NASA's  demands 


Their  prospects  seemed  as  bright  as 
Haley's  Comet.  As  a  team,  McDon- 
nell Douglas  Corp.  and  Boeing  Co. 
looked  like  prime  contenders  to  win  a 
high-profile  deal  from  nasa  to  build  the 
next-generation  space  shuttle.  After  all, 
Boeing  has  the  commercial  aviation 
knowhow,  and  McDonnell  is  an  aero- 
space technology  veteran.  Then,  on  June 
3,  those  hopes  burned  out  like  a  dis- 
posable Bic  lighter. 

With  less  than  a  month  to  go  before 
the  $900  miUion  second  phase  of  the 
project  is  awarded,  Boeing  announced 
that  it  is  bailing  out  of  its  15-month- 
old  shuttle-development  partnership 
with  McDonnell  Douglas.  Instead,  Boe- 
ing says  it  wants  to  serve  as  a  subcon- 
tractor to  any  bidder  that  scores  the 
deal.  "It  was  a  financial  decision.  We 
want  to  be  available  to  whoever  wins," 
says  a  Boeing  spokesman.  McDonnell 
Douglas  says  the  spht  has  no  effect  on 
its  commitment  to  the  progi'am. 
NO  COMMITMENT.  At  fii'st  blush,  Boe- 
ing's parachute  out  of  the  project  seems 
premature.  Boeing  and  McDonnell 
Douglas  jointly  invested  more  than  $10 
milhon  to  develop  their  prehminaiy  de- 
sign. But  technical  snags  and  problem 
finances  are  plaguing  the  shuttle  devel- 
opment project. 

One  problem:  Cash-strapped  nasa 
hasn't  yet  committed  to  financing  a  spe- 
cific niunber  of  laimches.  "We  don't  know 
what  oiu"  involvement  would  be  in  teiTns 
of  dollars  beyond  1999,"  says  a  nasa 
spokesman.  NASA  is  slated  to  select  a 
prototype  for  the  reusable-launch  vehicle 


TECHNOLOGY  GAP?  A 

McDonnell  computer 
generated  prototype 

in  1999,  with  production 
due  in  2000  and  re- 
placement of  the  four 
space  shuttles  by  2012. 
NASA  estimates  that 
building  two  shuttles 
would  cost  $10  billion. 

Given  that  outlay, 
many  industiy  experts 
agi-ee  that  the  cost  of 
canTying  a  payload  must 
drop  below  $1,000  per 
pound  to  make  it  prof- 
itable to  operate  a  shut- 
tle— a  major  change  fi-om  the  current 
cost  per  payload  of  over  $10,000  per 
pound.  "NASA  expects  too  much  invest- 
ment, given  the  potential  for  success," 
says  Paul  Nisbet,  an  analyst  with  jsa 
Research.  Gaiy  Payton,  NASA's  division 
dii'ector  for  the  Reusable  Launch  Pro- 
gi'am,  says  the  agency  is  putting  money 
up  front  in  the  project,  spending  close  to 
$1  bilhon  between  now  and  1999. 

Another  problem:  nasa  wants  a  shut- 
tle that  can  make  weekly  trips  to  outer 
space.  But  the  National  Research  Coun- 
cil concluded  in  a  report  last  December 
that  the  engines  that  could  handle  those 
frequent  trips  aren't  even  on  the  draw- 
ing board.  "The  technology  to  do  what 
NASA  is  asking  has  not  been  created 
yet,"  says  Brett  Lambert,  vice-presi- 
dent of  dfi  International,  an  aerospace 
and  consulting  fuTii  in  Washington,  D.  C. 
LESS  CASH.  Adventuresome  companies 
might  still  take  on  some  risk,  given  the 
prestige  that  woukl  atriiie  to  the  next 
shuttle  maker.  But  g(r  ei'nment  fimding 
for  projects  such  as  liiis  one  has  dried 
up.  NASA,  with  a  budget  of  just  under 
$14  billion,  is  asking  industry  to  ante 
up  the  bulk  of  the  development  costs.  In 
contrast,  when  the  first  shuttle  was  built 
a  quarter  century  ago,  nasa  paid  for 
all  the  development  work.  "We're  tiying 
to  get  into  the  kind  of  environment 
where  the  government  doesn't  have  to 
subsidize  everyone,"  says  Frederick 
Bachtel,  deputy  dii-ector  of  nasa's  space 
transportation  division. 

Meanwhile,  other  government  pro- 
gi-ams  are  giving  Boeing  and  its  rivals 
less-risky  development  alternatives.  For 
example,  the  Air  Force's  Evolved  Ex- 
pendable Launch  Veliicle  program  guar- 
antees $1.5  billion  over  the  next  eight 
years  to  the  bid  winner. 

Given  such  alternatives  and  the  shut- 
tle pi'ogi'am's  uncertain  futiu'e,  Boeing's 
decision  to  play  second  string  might  be 
a  wise  move  in  a  ventiu'e  where  liftoff  is 
a  long  shot. 

By  Ron  Stodghill  II  in  Chicago  and 
Seanna  Browder  in  Seattle 
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WE  HUMBLY  BEG  YOU 

TO  TAKE  THIS  JOB.  PLEASE 

In  software,  new  hires  can  pretty  much  write  their  own  tickets 


In  some  industries,  filling  900  jobs 
would  be  a  snap.  But  Sybase  Inc.,  an 
Emeiyville  (Calif.)  maker  of  database 
software  looking  for  that  many  new 
hires,  is  spending  $32,000  on  local  TV 
ads;  investing  $4,000  on  posters  ex- 
plaining why  Sybase  is  a  great  place  to 
work,  and  is  in  the  midst  of  "Sy-Base- 
ball,"  a  companywide  program  that  re- 
wards employees  who  refer  job  candi- 
dates. Those  whose  candidates  make  it 
to  a  job  interview  are  entered  in  a  raf- 
fle for  the  "home  nm"  prize — a  TV,  bar- 
beque,  hammock,  44  pounds  of  charcoal, 
5  cases  of  beer,  and  36  Baby  Ruth  bars. 
Sybase  even  rented  a  biplane  some 
months  back  that  circled  Silicon  Valley, 
in  particular  buzzing  competitors  Oracle 
Corp.  and  InfoiTnix  Coi-p.,  with  the  ban- 
ner: "Sybase  wants  you." 

These  days,  who  doesn't — if  you're  a 
software  expert.  For  job  seekers,  the 
computer-software  business  has  never 
been  better.  Employment  at  U.  S.  soft- 
ware companies  gi-ew  by  9.6%  annually 
from  1987  to  1994,  cranked  up  to  11.5% 
in  1995,  and  is  expected  to  continue 
strong  g!  owth  this  year,  says  the  Busi- 
ness Sof  ware  Alliance.  That's  well 
above  the  1.6''/  job  growth  from  1987  to 
1994  for  the  overall  economy. 

And  1996  is  no  blip  on  the  software 
hiring  scene.  The  Bureau  of  Labor  Sta- 
tistics predicts  that  jobs  for  systems 
analysts  will  grow  for  n;  arly  a  decade 


at  6.4%  a  year.  Says  John  Thompson, 
vice-charrman  of  recruiters  Heidrick  & 
Struggles  Inc.:  "There  is  a  significant 
demand  out  there  for  executives  and 
not  nearly  enough  to  go  around." 

Why  the  toirid  job  climate?  Cyber- 
space. Big  software  companies  from  Mi- 
crosoft Corp.  to  Oracle  ai"e  beefing  up  to 
tackle  Net  projects.  Meanwhile,  start- 
ups are  eveiywhei'e.  Ventui'eOne  Corp., 
a  San  Francisco-based  market  re- 
searcher, says  that  during  1995  two  new 
Internet  startups  were  being  backed  by 
ventiu'e  capitalists  each  week.  Says  Jef- 
frey E.  Chiistian,  president  of  reci"uiters 
Christian  &  Timbers:  "The  Inteniet  is 
the  culprit.  There  were  already  labor 
shortages  before.  But  now  the  rules  of 
the  game  are  being  thrown  out  the 
window." 

NET  CASH.  Perhaps 
the  biggest  change 
in  the  recruitment 
scene  is  the  lure  of 
so-called  Internet 
currency — stock  in 
startups.  Stories 
about  Internet  cur- 
rency abound.  Chinst- 
ian  says  he  recently 
placed  an  executive 
who   was   offered  a 
$150,000  salary  at  an 
Internet  startup.  He 
nixed  the  salary  of- 


PRIZES  FOR  BODIES:  Sybase  off)^ 
goodies  for  recruiting  Jielp 

fer — but  instead  negotiated  a  \t 
chunk  of  stock.  At  the  vice-pi-(  :- 
dent  level.  Christian  says,  ex(s 
used  to  expect  an  equity  stake  li 
about  $500,000  that  would  vest  o\:, 
five  years.  Now  they  expect  $5  r\ 
lion  over  two  years. 

Take  the  recent  hiring  of  G;  ■ 
Eichorn,  a  Hewlett-Packard  d 
exec  who  in  December,  1995,  joir' 
Internet  startup  Open  Market  In. 
which  went  public  on  May  23 
$18  a  share.  Eichorn 's  hiring  pa . 
age:  a  $200,000  base  salary,  stii 
options  for  5%  of  the  compa'^, 
stock,  and  a  $1  million  signii 
bonus. 

All  the  competition  is  prompting  si  ; 
ware  companies  to  tiy  new  tricks. 
Steven  P.  Jobs's  NexT  Software  1 1 
employees  get  up  to  $10,000  for  ref- 
ring  someone  hired  as  an  executi  ' 
$2,000  for  engineers.  At  Symani' 
Coip.,  a  utihties  softwai'e  makei;  a  fiv 
wheel-ch-ive  Geo  Tracker  sits  in  the  Ir 
by,  reminding  workers  that  if  they  at. 
up  candidate  names  they  could  win  \'. 
car  in  a  July  1  drawing. 

Autodesk  Inc.  is  casting  its  reci-i:, 
ment  net  well  beyond  Silicon  Vail;, 
And  if  a  top  candidate  doesn't  want 
relocate  to  the  San  Rafael  (Cahf.)  h(  ^ 
quarters,  the  com.pany  tries  to  accni 
modate,  with  employees  now  in  Si 
Diego,  Colorado  Springs,  and  Medfnli 
Ore.  working  out  of  their  home  offu'? 
Says  Carol  A.  Bartz,  ceo  of  Autode-. 
"Before,  you  had  to  be  the  Pope  bef(( 
we'd  let  you  do  that." 

Even  Microsoft  is  going  all  out,  aii 
ing  to  hire  about  2,000  people  wor', 
wide  in  the  next  year.  The  comjiaA 
will  promise  a  lot  to  get  good  talent.-\ 
recent  case:  After  a  two-year  coiutsl-;^, 
a  developer  for  a  rival  agreed  to  j<t 
after  Microsoft  promised  to  relocj } 
his  27  dogs,  each  ir  i 
separate  crate.  As  5 
David  A.  Pritcha  , 
Microsoft's  recruitig 
director:  "Have  yb 
ever  heard  of  an  2 
line   that  takes 
dogs,  in   one  sh 
ment,  when  one 
the  size  of  a  sm 
pony?" 

No.  But  then  j' 
never  saw  anythi 
like  today's  softws 
job  market  either 
I        By  Kathy  Rebe 
in  San  Francisci 


eople  are  moving  and  the  enthusiasm  is  building.  That's  what's 
appening  with  the  Windows"  95  operating  system.  Because  it's 
imply  better  than  Windows  3.1.  The  press  and  the  industry  agree 
lat  now  IS  the  time  to  move  to  Windows  95.  The  Wall  Street  Journal's 
schnology  guru,  Walter  Mossberg  said,  "After  6  months,  my  verdict 
>  that  Windows  95  has  proven  itself  to  be  a  solid,  well-designed 
roduct  that  enhances  the  computing  experience  for  average  users 


and  IS  a  much  better  way  to  go  than  older  Windows  (3.1)  and  DOS." 
Windows  95  has  also  won  over  a  dozen  industry  awards,  like  PC 
Magazine  Product  of  the  Year,  and  BYTE/Best  of  COMDEX'  — and 
all  this  since  it  launched  only  nine  months  ago.  So  why  settle  for 
Windows  3.1?  Just  remember  to  bring  your  party  shoes  —  because 
you  never  know.  Pick  up  Windows  95  at  your  local  retailer,  or  get 
more  information  at  www.microsoft.com/windows/. 


Microsoft 
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COMIVIENTARY 

By  D.ean  Foust 


MAKE  CHANGE  YOUR  FRIEND.  MR.  GREENSPAN 


When  it  comes  to  manag- 
ing the  economy,  the 
Federal  Reserve  has  few 
critics  these  days.  And  for  good 
reason:  Chairman  Alan  Green- 
span's monetary  policies  have 
produced  five  years  of  low-infla- 
tionary growth.  But  when  it 
comes  to  managing  its  internal 
operations,  the  central  bank 
has  been  beset  by  a  string  of 
controversies  that  are  trigger- 
ing calls  for  reform. 

A  hidebound  institution  for 
most  of  its  83-year  history,  the 
Fed  has  shown  under 
Greenspan  that  it  is  capable  of 
modest  changes,  if  prodded. 
Tvvo  years  ago,  faced  with  con- 
gi-essional  demands  for  more 
openness,  the  Fed  stopped  set- 
ting interest  rates  in  Ki-emlin- 
like  secrecy  and  announced  pol- 
icy moves  immediately  after 
they  were  made.  Likewise, 
Capitol  Hill  complaints  about 
the  Fed's  white-male-dominated 
culture  spurred  Gi'eenspan  16; 
Co.  to  double  the  number  of  women 
and  minorities  in  the  top  ranks  be- 
tween 1993  and  1994. 
ICONOCLASTIC.  Now  congressional 
gadflies,  led  by  the  iconoclastic  Rep- 
resentative Henry  B.  Gonzalez  (D- 
Tex.),  are  questioning  whether  the 
Fed  is  faihng  to  properly  manage  its 
vital  currency-circulation  and  check- 
clearing  operations.  On  May  31, 
Gonzalez  disclosed  that  the  Fed's 
Los  Angeles  branch  supplied  erro- 
neous figures  in  the  monthly  curren- 
cy-handling reports  transmitted  to 
Washington  since  last  fall  by  as 
much  as  $178  million,  and  perhaps 
more.  Fed  officials  play  down  the 
discrepancy,  claiming  the  monthly 
summaries  are  not  as  critical  as  the 
daily  reports,  which  were  accurate. 
Says  one  Fed  insider:  "We're  not 
looking  at  embezzlement,  missing 
cash,  corruption,  or  thievery." 

The  brouhaha  may  prove  to  be 
much  ado  about  nothing.  But  the  af- 
fair is  symptomatic  of  a  broader 
pattern  of  management  lapses,  rang- 
ing from  less-than-vigilant  regula- 
tion of  foreign  banks  to  poor  inter- 
nal controls.  For  instance,  a  General 


Accounting  (Jflice  draft  report  is- 
sued in  March  sharply  criticized  the 
Fed  for  letting  its  own  budget  swell 
at  the  same  time  it  was  calling  for 
austere  federal  spending. 

The  complaints  are  relatively  mi- 
nor compared  with  scandals  that 
have  hit  other  federal  agencies.  But 
the  congressional  attacks  have  been 
a  sore  spot  for  Greenspan,  who  chal- 
lenged most  of  the  GAO's  findings: 
The  Fed,  Greenspan  told  Congi-ess 
last  March,  is  "an  extraordinarily 
well-run  organization." 

That's  the  wrong  response.  The 
central  bank  learned  to  be  more  ac- 
countable in  setting  monetary  policy 
and  to  be  more  diverse  in  its  work- 
force. Likewise,  it  should  be  able  to 
reform  its  financial  operations,  which 
are  largely  insulated  fi'om  external 
oversight. 

The  central  bank  should  consent 
to  annual  reviews  by  outside  audi- 
tors— perhaps  by  one  of  the  big  six 
accounting  firms — because  the 
bank's  own  auditors  are  too  timid. 
Fed  officials  insist  that  there  would 
be  little  value  to  costly  annual  au- 
dits because  the  bank's  business  is 


fairly  simple  compared  with  prij 
vate  financial  institutions.  Per- 
haps. But  such  rigorous  over- 
sight would  reduce  the  chance 
of  future  embarrassments. 
OUTDATED.  Congi'ess  and  the 
Fed  should  also  consider  revisinJ 
the  national  network  of  reserve  T 
banks,  which  has  changed  little 
since  1913  despite  dramatic  pop- 
ulation and  financial  shifts.  Con- 
gi'ess should  consolidate  or  relo- 
cate some  of  its  12  regional  Fed 
banks  and  25  satellite  branches, 
which  are  heavily  oriented  to- 
ward the  industrial  heartland 
and  don't  recognize  the  huge 
growth  of  the  Sun  Belt. 

Moreover,  lawmakers  should 
rethink  the  Fed's  check-clearing] 

EMBARRASSING 
The  L.A.  Fed,  which  runs  one| 
of  the  system's  largest  cash 
vaults,  admits  to  a  $178  millioii| 
record-keeping  error 

and  currency-handling  businesses. 
Some  financial  consultants  believe 
the  Fed,  with  its  dated  technology 
and  dominant  market  presence,  is 
only  slowing  the  economy's  shift  to- 
ward digital  finance  and  commerce. 
"The  Fed  ought  to  start  thinking  of 
a  world  in  which  it  does  not  operate 
a  retail  payment  system,"  argues 
Martin  Mayer,  a  guest  scholar  at  the 
Brookings  Institution.  "As  the  tech- 
nology improves,  the  Fed  will  only 
be  a  drag  on  the  system — and 
should  be  phased  out." 

Not  too  many  years  ago,  the  Fed 
was  lambasted  for  its  conduct  of 
monetary  policy,  while  its  internal 
management  was  held  up  as  a  model 
of  good  government.  Now,  the  situa- 
tion has  reversed.  Greenspan's  pre- 
emptive strike  against  inflation  in 
1994  has  paid  dividends  for  the 
economy.  A  voluntary  move  to  re- 
form the  Fed's  internal  operations 
may  prove  just  as  rewarding — and 
might  keep  the  Fed's  congressional 
watchdogs  at  bay. 


Foust  follows  the  Federal  Reserve 
from  Wash  ington. 
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Your  tired  twiddling  thumbs  confirm  that  you  don't 
wait  well,  so  why  are  you  using  Windows'' 3.1?  With 
the  Windows  95  operating  system,  the  Internet  no 
longer  needs  to  be  such  a  slow  and  aggravating  ordeal. 
Windows  95  allows  you  to  multitask,  so  you  can  do 
other  things  while  you're  downloading.  That  means  less 
waiting  like  you  do  with  Windows  3.1.  What's  more. 


with  built-in  multimedia  technology,  you  can  experi- 
ence video  and  sound  on  the  Web  that  much  better. 
And  If  you're  new  to  the  Internet,  Windows  95  makes 
it  easier  to  get  started.  Patience  may  be  a  virtue,  but 
waiting  on  the  Internet  is  positively  sinful.  So  pick  up 
Windows  95  at  your  local  retailer,  or  get  more  information 
at  www.microsoft.com/windows/lnternet/ 


Microsoft 
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STRATEGIES 

FLOYD  HALL'S 
SHOPPING  LIST 

The  Kmart  chief  is  tiying 
to  raise  $750  million 

At  fu'st  glance,  Kmart  Corp.  Chair- 
man Floyd  Hall  should  be  riding 
high.  Since  taking  over  the  ailing 
discounter  one  year  ago,  Hall  has  been 
able  to  deftly  help  Kmart  aveit  a  bank- 
ruptcy filing.  And  the  market  has  taken 
note,  sending  Kmart 's  stock  up  65%  so 
far  this  year. 

But  Hall  can  hardly  rest  easy.  He 
now  faces  an  even  larger  challenge:  con- 
vincing consumers  and  investors  that 
Kmart  can  actually  compete  against  fe- 
rocious rivals  Wal-Mart  Stores  Inc.  and 
Target  Stores.  Since  landing  the  job  of 
CEO  in  June,  1995,  Hall  has  restocked 
his  management  team  and  begim  over- 
hauling his  cramped, 
seedy  stores.  Now,  he  is 
on  the  road,  attempting 
to  raise  some  $750  mil- 
lion in  much-needed  capi- 
tal on  Wall  Street  with  a 
preferred  stock  offering 
expected  to  close  in  mid- 
June.  "We  have  the  re- 
sources and  the  ability  to 
become  a  fierce  competi- 
tor," he  says. 

The  odds  remain  long. 
Kmart's  stores  generate 


AnENTION.  INVESTORS 


KMART  STOCK  PRICE 
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$195  in  sales  per  square  foot,  while 
Wal-Mart  tops  $300  and  Target  is 
above  $250.  "Kmart  isn't  the 
price  leader,  and  it  isn't  the 
most  efficient  discount  retail- 
er," says  Richard  Chiu-ch,  re- 
tail analyst  at  Smith  Bamey 
Inc.  "I  don't  see  a  formula 
for  success." 

MIDDLE  GROUND.  Still,  Hall 
thinks  he  has  found  one.  He 
is  positioning  Kmart  be- 
tween Wal-Mart  and  Target. 
His  plan  calls  for  heavy  week- 
ly promotions  of  high-volume 
merchandise,  while  Kmart's 
regular  prices  will  be  what 
Hall  calls  "unembarrassingly 
close"  to  Wal-Mart's.  It  will 
only  try  to  beat  Wal-Mart's 
prices  with  its  weekly  sales. 
"We're  not  interested  in  start- 
ing a  price  war  with  Wal- 
Mart,"  Hall  told  Wall  Street 
analysts  on  May  31. 

Hall,  however,  has  taken 
other  steps  to  revive  the  ail- 
ing discounter. 
He  cut  expens- 
es in  the  first 
quarter  by  $105  million. 
And  he  expects  $270  mil- 
lion in  additional  cost 
cuts  this  year,  which  he 
says  will  enable  Kmart 
to  earn  a  profit  in  1996. 
Analysts  figure  Kmart 
will  eani  $200  milUon  this 
year,  up  from  a  loss  of 
$571  million  last  year. 
And  Hall  told  analysts 


SALES  JOB:  Hall  must  mukt}, 
iuvestors  believe  in  Kmari  \ 


that  if  he  can  hit  his  gi 
if  selling  $240  per  squa 
foot  in  his  stores  witi 
three  years,  Kmart  coi 
generate  annual  earninj 
of  $820  million. 

To  make  those  nui| 
bers,  Hall  hired  18  ne 
executives  and  tied  mi; 
of  their  compensation 
performance.  Even  stc 
managers  now  have  50%  ] 
theii'  annual  bonus  riding 
customer  satisfaction  ratir 
they  receive  from  "myste 
shoppers."  And  Hall's  cc 
troversial   store  redesij 
which  includes  a  convenienci 
store  "pantry"  section, 
started  to  generate  increas| 
customer  traffic.  "I  see  a 
of    improvement    in  thd 
stores,"  says  Robert  Buchana 
a  NatWest  Securities  CoJ 
retail  analyst  who  issued| 
buy  rating  for  Kmart 
June  3 — his  fii"st  endor^ 
ment  of  that  stock  in  10  years. 

Still,  dehvering  on  Hall's  bold  pledl 
to  achieve  "spectacular  results"  wo| 
be  easy.  He  has  acknowledged  i\ 
Kmart  could  fall  short  of  its  1996  eaij 
ings  goal  if  he  unloads  its  improfitab 
Builders  Square  Inc.  unit  at  a  loss.  I 
Hall  can  lure  customers  into  Kmaj 
though,  "spectacular"  isn't  so  out  of  t| 
question. 

By  Keith  Naught 07i  in  Utica,  Mii 


PRIME  TIME  FOR 
SWEATSHOPS 

It  took  the  embarrassment  of  a  TV 
talk  show  host  to  get  things  mov- 
ing, but  it  looks  as  if  Labor  Secre- 
tary Robert  B.  Reich's  campaign 
against  sweatshops  finally  is  picking 
up  steam. 

Credit  the  s'-nndal  suiTounding 
perky  tv  celebrity  Kathie  Lee  Gif- 
ford.  In  May,  reports  surfaced  that 
some  of  Gifford apparel  fine,  sold 
by  Wal-Mart  Stores  Inc.,  was  pro- 
duced in  sweatshops  overseas  and  in 
a  New  York  City  sweatshop  that 
didn't  pay  workers  all  their  wages. 
Now  Wal-Mart,  which  previously  re- 
sisted Reich's  call  to  do  more  about 


sweatshops,  has  agi'eed  to  meet  with 
New  York  State  Labor  Commission- 
er John  E.  Sweeney  to  discuss  the 
problem. 

Kmart  Corp.  is  singing  a  new 
tune,  too.  Its  Jaclyn  Smith  fine  of 
women's  apparel  is  produced  in  Hon- 
duran  sweatshops  by  children  earn- 
ing 31  (Z  cents  an  houi",  according  to 
the  National  Labor  Committee,  the 


tiny  New  York 
nonprofit  group 
that  exposed 
Kathie  Lee  Gif- 
ford's  sweatshop 
connection.  The 
Committee 

REICH  AND 
KATHIE  LEE: 

Celebs  fire  up 
his  crackdown 


claims  to  have  purchased  Smith  gar- 
ments  with  "made  in  Hondui'as"  la- 
bels  at  Kmart  stores. 

Kmart  and  Smith,  a  former  star  of 
TV's  Charlie's  Angels  series,  deny  her  ier,j5^,j 
garments  are  produced  in  Honduras. 
But  now  Kmail  says  it  may  demand  ({etuoi 
the  right  to  make  random  on-site  in- 
spections of  all  its  subcontractors.  K-i>mr. 

J.  C.  Penney  Co.  is  getting  tough, 
too,  suspending  shipments  from,  two    '°s  tSe ; 
apparel  manufactui-ers  who  were 
fined  by  the  Labor  Dept.  after  Reich  "^'PNei« 
added  the  Piano  (Tex.)  chain  to  his 
list  of  retailers  known  to  sell  goods 
made  in  sweatshops.  j.  | 

The  celebrity  controversies  won't  ° 
solve  the  problem  of  sweatshops.  But 
they've  given  a  big  boost  to  a  previ- 
ously low-profile  campaign. 

By  Susan  CImtuller  in  Chicago 
and  Wendy  Zellner  in  Dallas 


Vindows  95 

and 

your  n 


omadic  self 


I  can  finally  work  like  I'm  at  the  office  and  keep  ideas  from  leaving  the  station  without  me. 


len  you're  away,  you  need  to  easily  connect  to  the  office 
d  get  work  done  before  an  idea  starts  looking  for  that 
ast-bound  train.  And  the  Windows'95  operating  system 
ikes  the  experience  much  easier  than  Windows  3.1.  With 
al-Up  Networking,  getting  connected  is  as  easy  as  clicking 
an  icon.  Multitasking  in  Windows  95  lets  you  download 
nail  while  working  on  other  documents.  And  there's  Plug 


and  Play,  which  makes  it  simple  to  add  compatible  hardware 
like  PCMCIA  cards  by  recognizing  and  automatically 
configuring  them  for  you.  So  you  make  fewer  calls  to  help 
lines.  With  Windows  95,  finally  your  office  is  wherever  you 
happen  to  be  —  so  you'll  never  miss  that  train  of  thought. 
Pick  up  Windows  95  at  your  local  retailer,  or  get  more  infor- 
mation at  www.microsoft.com/windows/mobile/. 


Microsoft 


WHERE   DO  VOL/   WANT   TO   C  TODAY' 


996  Microsoft  Corporation,  All  rights  reserved-  Microsoft  and  Windows  are  registered  tradeniarks  and  the  Start  logo  and  Where  do  you  want  to  go  today?  are  trademarks  of  Microsoft  Corporation. 
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TOURISM 


ASIAN  SEX  TOUHS  ARE 

AN  AMERICAN  BUSINESS,  TOO 

More  than  25  outfits  operate  the  trips-and  it's  legal 


I  ex  tours  of  Thailand:  Real  girls, 
.real  sex,  real  cheap,"  screams  one 
'brochure.  A  more  subtle  ad 
reads:  "Each  tour  includes  our  famous 
Nite  Life  package  wliich  introduces  you 
to  the  women  of  Angeles  City  who  are 
legendary  for  their  friendliness  and  the 
way  they'll  take  care  of  you." 

Since  the  end  of  the  Vietnam  War, 
organized  sex  tourism  to  Asia's  steamy 
cities  has  mostly  lured  Germans  and 
Japanese.  Now,  Americans  are 
getting  into  the  organized  sex 
tour  business.  More  than  2.5 
companies,  based  in  Miami,  New 
York,  and  San  Diego,  among 
other  cities,  offer  10-day  to  two- 
week  group  or  individual  tours 
for  $1,800  to  .$2,500  per  person. 
The  price  includes  round-trip  air- 
fare to  Bangkok  or  Manila,  hotel, 
ground  transportation,  a  local 
guide,  and  "introductions  to  lady 
companions  throughout  your 
stay  as  desired,"  as  a  brochure 
from  New  York-based  Big  Apple 
Oriental  Tours  puts  it.  Tiips  are 
advertised  in  magazines  such  as 
Soldier  of  Fotimie  and  Oriental 
Women.  Toiu-  customers  ai"e  gen- 
erally men  from  30  to  60  from 
fields  as  diverse  as  law  and 
cai^^entry. 

SIGHTSEEING.  During  the  day, 
they  visit  the  cultui'al  sights  of  a 
capital  city  and  sun'ounding  ar- 
eas, such  as  the  temples  of  Thai- 
land or  Mt.  Pinatubo  in  the 
Philippines.  "We  do  the  legiti- 
mate stuff  in  the  aftenioon  and 
save  the  eroticism  for  evening," 
says  Mac  Hom,  a  Santa  Monica 
(Calif.)  operator  who  sends 
tourists  to  Bangkok  thi-ough  pvs  En- 
terprises. At  night,  the  guide  directs 
customers  to  bars  in  red-light  districts, 
acting  as  a  translatoi-  and  matchmaker 
and  making  sure  no  one  gets  ripped  off. 

Despite  the  sordid  nature  of  the  busi- 
ness, it  is  not  against  U.  S.  law  to  orga- 
nize a  toui'  for  the  puipose  of  exploiting 
erotic  nightlife  in  foreign  cities.  What  is 
illegal  is  the  sexual  exploitation  of  chil- 
dren. A  provision  of  the  1994  crime  bill 
addressed  this  issue,  making  it  a  felony, 
punishable  by  fine  and/or  up  to  10  years 


in  prison,  for  an  American  to  go  over- 
seas for  the  pui-pose  of  having  sex  with 
a  minor.  Gennany,  Britain,  Sweden,  and 
others  have  passed  similar  laws. 

Of  course,  the  people  who  run  the 
sex  tour  agencies  deny  they  are  fixing 
up  customers  with  minors.  "You  won't 
see  any  child  prostitutes,"  says  Hom. 
"That's  a  myth."  Howevei",  Ellis  Shenk, 
the  U.  S.  coordinator  of  Bangkok-based 
End  CMd  Pi'ostitution  in  Asian  Tr)ui'ism 


stamping  out  child  prostitution  wo 
wide.  "We're  not  taking  on  the  sex-t( 
industry,  but  we  do  hope  to  imprc 
law  enforcement  against  the  probler 
says  Shenk. 

SUPPLY  AND  DEMAND.  In  Thailand 

recently  passed  Prostitution  Prevent: 
&  Suppression  Bill  mandates  two  to 
years  in  jail  for  customers  who  are  ci 
victed  of  buying  sex  from  childi'en  un( 
the  age  of  15.  But  the  problem  is 
enforcement,  and  as  long  as  there 
demand,  there  will  be  supply.  "We  hi 
to  stop  those  kinds  of  men  travel] 
abroad,"  says  Amihan  Abueva,  ecp^ 
executive  secretary  in  Bangkok. 

Some  tour  operator's  in  the  U.  S.  h; 
changed  the  way  they  market  th 
trips  for  fear  of  attracting  the  atti 
tion  of  pr"osecutors.  Itineraries  have 
gim  to  featui'e  golf  and  scuba  diving 


ttiireii  1 


;iiiic,  ve 


yen  lau 


m  0  IS 


BANGKOK  BAR:  Thailand  only  recently  mandated  ja|! 
terms  for  having  sex  with  a  child  under  15 


(ECPAT),  estimates  there  are  a  million 
children  subjected  to  prostitution  in 
Asia.  And  among  their  patrons  are  sex 
tour  customer's  who  seek  out  young 
girls  under  the  mistaken  assumption 
that  they  are  less  likely  to  can-y  sexu- 
ally transmitted  diseases,  including  aids. 

To  address  this  growing  problem, 
ECP.AT,  UNICEF,  and  the  Swedish  gov- 
ernment are  sponsoring  the  first  World 
Congress  Against  the  Commercial  Sex- 
ual Exploitation  of  Children  this  Au- 
gust in  Sweden.  A  big  focus  will  be 


tivities  along  with  wet  T-shii-t  conte  llfStsfignf 
and  lingerie  shows.  Still  other  agenc  llliat; 
simply  claim  to  be  matchmaking 
vices  for  men  seeking  Asian  wives, 
emphasize  romance  and  long-term  n 
tionships,"  says  Norman  Bai'abash 
Big  Apple  Or-iental  Toui's,  which 
tends  that  25%  of  its  customers  f 
mates.  But  clearly,  sex  is  what  se 
and  despite  Amei'ican  moralism,  it'i 
thriving  business. 

By  Toddi  Gutner  in  New  York,  u 
Ron  Corben  in  Bangkok 


4G  RIIRINF^?;  WFFK  /  IIINF  17  IQQf- 


n  Business  This  Week 


ITED  BY  KELLEY  HOLLAND 


I  ROCKET 
THEIR  POCKET 

dope's  grip  on  the  satel- 
-launch  business  slipped 
June  4.  Ariane  5,  the 
:t-generation  rocket  man- 
ctured  by  the  French- 
ninated  Arianespace  con- 
tium,  veered  off  course 
I  was  destroyed  after  its 
iden  launch  in  French 
iana.  On  board  were  four 
nsured  science  satellites, 
ane  5  is  a  larger  version 
a  European  rocket  that 
!  launched  50%  of  the 
rld's  commercial  satellites 
"ing  the  past  decade, 
k^eloped  over  10  years  at  a 
t  of  $7  billion,  Ariane  5  is 
igned  to  reduce  the  cost 
satellite  launches  by  10% 
I  offer  98.5%  reliability, 
w,  the  program  will  be 
ived  down  by  at  least  six 
nths.  That  should  help 
ipeting  new  rocket  ven- 
es  catch  up.  Lockheed 
rtin  is  already  in  the 
nch  business  with  its  own 
ket,  and  McDonnell  Doug- 


CLOSING  BELL 


SHOCOLATE  MELT 

.kimo  Pie  stock  has  soft- 
led  badly  this  spring, 
lares  dropped  2}<  to  W,, 
June  3  after  the  Richmond 
a.)  ice  cream  maker  said  it 
obably  wouldn't  meet  ana- 
>ts'  projections  for  the 
larter  ending  June  30.  Now 
says  it's  not  sure  it  can 
en  match  I995's  numbers, 
lalysts  figure  Eskimo  Pie 
11  have  a  flat  year. 


ESKIMO  PIE  STOCK  PRICE 


MAY  28  JUNE  4 

DATA:  BLOOMBERG  FINANCIAL  MARKETS 


las  has  a  new  rocket  under 
development,  with  the  first 
launch  scheduled  for  1998. 


AS   IF   LLOYD'S  OF  LONDON 

didn't  have  enough  trouble  in 
the  U.S.:  A  dozen  states  al- 
lege that  it  violated  securities 
laws.  Now  New  York  is  in- 
vestigating Lloyd's  sales  prac- 
tices. Joseph  Mahoney,  spokes- 
man for  the  New  Yoi'k  State 
Attorney  General,  says  a  for- 
mal inquiry  by  the  office's  In- 
vestor Pi'otection  &  Securities 
Bureau  began  several  weeks 
ago  and  may  last  into  the 
summer.  The  other  states 
claim  that  when  Lloyd's 
signed  up  new  "names"  to  join 
the  308-year-old  insurance 
concern,  memberships  were 
sold  in  violation  of  state  se- 
cmities  laws.  Lloyd's  says  its 
members  sell  insurance. 


SAAB'S  TV  ADS  ENCOURAGE 

customers  to  "Find  your  own 
road."  But  in  the  U.  S.  mar- 
ket, at  least,  the  Swedish 
carmaker  is  following  the 
trail  blazed  by  General  Mo- 
tors' Saturn  unit.  On  June  6, 
Saab  Cai-s  usA  put  Joel  Man- 
by,  a  former  Saturn  regional 
sales  manager,  in  its  driver's 
seat.  GM  has  long  tried  to  ap- 
ply Saturn's  people-pleasing 
.style  to  other  divisions,  with 
limited  success.  Saab,  with 
two  models  and  a  small  deal- 
er base,  is  a  better  bet.  Still, 
Manby's  job  won't  be  easy, 
since  all  but  60  of  Saab's  285 
LI.  S.  dealerships  are  paired 
with  other  nameplates. 


UH-OH.   IN   A  BLOW  TO  ITS 

fast-growing  European  oper- 
ations, Electronic  Data  Sys- 
tems lost  two  senior  execu- 


tives there  in  late  May.  Cit- 
ing strategic  differences,  Ge- 
offrey Carroll  and  Tom  But- 
ler have  joined  a  unit  of 
rival  Philips.  Says  Carroll, 
now  CEO  of  a  Phillips  unit: 
"We  felt  the  strategy  and 
the  vision  for  Europe  were 
not  there." 

EDS  Group  Executive  John 
Bateman  says  coming  man- 
agement changes  will  show 
gi-eater  emphasis  on  Europe. 
Howard  Anderson,  managing 
director  of  Yankee  Group, 
says  the  two  will  be  missed, 
but  "this  is  nowhere  near  a 
devastating  blow  to  eds." 

SELLING  A  PIECE 
OF  THE  PANTHERS 

THE  PLAYOFFS  COULD  PAY  OFF 

for  Wayne  Huizenga,  owner 
of  the  Florida  Panthers  hock- 
ey squad.  The  sports-team 
mogul,  who  also  owns  the 
Florida  Marlins  baseball  and 
Miami  Dolphins  football 
teams,  plans  to  sell  a  piece 


of  the  Panthei's,  who  ai-e  fac- 
ing the  Colorado  Avalanche 
in  the  Stanley  Cup  playoffs, 
to  the  public.  But  prospec- 
tive Panthers  investors  ex- 
pecting to  see  stock  loinups 
similar  to  those  of  other 
Huizenga  ventures,  such  as 
Waste  Management,  Block- 
buster Entertainment,  and 
Repubhc  Industries,  had  bet- 
ter think  again:  Sports  teams 
generally  lag  behind  other  in- 
vestments, notes  Paul  Much 
of  investment  banker  Houli- 
han, Lokey,  Howai'd  &  Zukin. 

ETCETERA... 

■  Texas  Instruments  is  buy- 
ing Silicon  Systems  for  $5'75 
million. 

■  The  estranged  husband  of 
Enid  Greene  (R-Utah)  pled 
guilty  to  bank  fraud. 

■  Cincinnati  Microwave 
named  Ei-ika  Williams,  a  cUi-ec- 
tor  since  1994,  its  new  ceo. 

■  Trying  harder:  Franchising 
conglomerate  hfs  may 
acquire  Avis. 


DEFECTIONS 
FROM  EDS  EUROPE 


MORE  HEAT  ON 
LLOYD'S  OF  LONDON 


SAAB  LOOKS 
TO  SATURN 


HEADLINER:  JAMES  JOHNSTON 


GOING  WHILE  THE  GOING'S  GOOD 


As  early  as  late  1995,  James 
Johnston  told  intimates  he 
was  r-eady  to  leave  his  job 
as  head  of  wor-ldwide  to- 
bacco operations  for- 
RJR  Nabisco  Hold- 
ings when  the 
time  was  right. 
Then,  on  May 
23,  a  feder-al  ap- 
peals court  threw 
out  a  giant  class 
action  against  the 
industry.  That  was 
just  a  month  after  rjr 
Nabisco  thwarted  investor 
Bennett  LeBoVs  bid  to  bust 
up  the  company.  With  good 
news  in  the  air,  Johnston 
saw  his  chance — and  retir-ed. 

It's  unclear  whether  r,jr 
Nabisco  CEO  Steven  Gold- 
stone  was  hoping  for  John- 
ston to  leave.  But  he  cer-- 
tainly  was  prepared,  having 


elevated  Andrew  Schindler 
to  U.S.  tobacco  chief  and 
PierTe  de  Labouchere  to 
head  R.J.  Reynolds  To- 
bacco International 
within   the  past 
year. 

With  Johnston 
out,  though,  it's 
up  to  Goldstone, 
a  lawyer  tui-ned 
(  i:o,  to  show  that 
he  has  the  sti'ate- 
gic  vision  to  lead  rjr 
Nabisco.  That  will  be  a  chal- 
lenge. Analysts  expect  do- 
mestic operating  profits  to 
remain  flat  in  1996  and  in- 
terTiational  results  to  lag  be- 
hind those  of  r'ival  Philip 
Morris.  And  LeBow  still 
wants  to  break  the  company 
up.  Ah,  but  those  pr-oblems 
aren't  Johnston's  anymor-e. 

By  David  Greising 


to  travel.  It's  about  turning  your  office  into  the  world's  largest  confererice  room 


networkMCI  Conferencing""  can  help  anyone,  anytinne.  anywhere,  make  better  use  of  their  time.  MCI  Audio  Conferencing  instant 
brings  as  few  as  3  or  as  maisy  as  1 ,000  people  together  for  the  same  meeting.  24  hours  a  day  Our  Video  Conferencing  lets  peop 
from  around  the  world  me«^ace-to-face  without  ever  leaving  their  offices.  With  our  Document  Conferencing,  employees 
distant  offices  can  edit  and  review  the  same  document  at  the  same  time.  How.  you  may  wonder,  can  one  company  provi( 
all  this?  Call  1-800-475-3555  or  http://wvm.mci.com  to  find  out. 
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Washington  Outlook 


)|TED  BY  OWEN  ULLMANN 


BOB  DOLE, 

rHE  COMEBACK  ADULT  ? 


In  June  1,  Republican  nominee-in-waiting  Bob  Dole  met 
with  Mother  Teresa  in  a  Washington  convent  and  left 
clutching  a  souvenir — a  "mii-aculous  medal."  A  few  weeks 
:o,  that  would  have  elicited  vdsecracks  about  last  rites  for 
)le's  sickly  Presidential  campaigTi.  No  one's  snickering  now. 
After  months  of  thrashing  that  left  him  far  behind  Presi- 
nt  Clinton,  Dole  has  finally  become  a  full-time  candidate  free 
the  shackles  of  his  Senate  chores.  Not  coincidentally,  he's 
io  showing  the  fii'st  signs  of  waging  a  competitive  race.  "We 
ve  tiuTied  the  corner,"  says  Dole  Campaign  Manager  Scott 
,  Reed.  "For  three  weeks,  we've  been  on  offense." 
Polls  differ  on  whether  Dole's  shaipei- 
tacks  are  paying  off.  A  May  28-29  USA 
iday/CNN/Gallup  survey  showed  him 
liJing  Clinton  by  16  points,  better  than 
e  20  points  two  weeks  earlier.  But  a 
ay  31-June  3  New  York  Times/CBS 
?ws  poll  gave  Clinton  a  steady  19-point 
id.  Still,  Dole's  first  faint  signs  of  a 
Jse  are  bucking  up  GOPers.  "Everyone 
inks  he's  getting  more  focused  and  is 
awing  a  clearer  contrast  with  Clinton," 
ys  Mel  Semblei',  a  St.  Petei-sburg  (Fla.) 
veloper  and  a  party  fundi-aiser. 
IREIGN  FOCUS.  Dole  needs  luck  and  a 
lid  strategy  to  make  further  inroads. 
1  the  first  score,  the  Dole  camp  is  hop- 
I  that  possible  indictments  of  top  Chnton  White  House  offi- 
ils  will  finally  make  the  Wliitewater  scandal  relevant  to  vot- 
s.  Dole  also  hopes  to  make  hay  out  of  Clinton's  recent 
'eign-policy  woes.  In  an  upcoming  speech,  he'll  claim  that  set- 
cks  for  Mideast  peace  and  a  possible  retreat  from  democracy 
Russia  pose  challenges  that  Chnton  is  incapable  of  meeting. 
Dole's  biggest  hft  has  come  fi'om  his  decision  to  confi-ont  his 
versary  directly.  In  fiery  stump  speeches,  he's  ripping  into 
inton  for  flip-flopping  on  taxes  and  welfare,  being  soft  on 
ime,  and  lacking  the  moral  fiber  to  be  President. 


CAPITAL  WRAPUP 


HIGH  SIGNS:  Whitewater  and  GOP  cash 


"This  campaign  is  about  telling  the  truth,"  Dole  said  on 
June  1,  vowing  "to  restore  integiity  to  our  government."  Still 
stinggHng  to  shape  an  economic  plan  that  would  meld  fiscal 
conservatism  with  supply-side  tax  cuts,  he's  now  simply  offer- 
ing voters  a  choice:  Dole  gi-anite  vs.  Clinton  quicksand. 

If  he  pulls  it  off.  Dole  just  might  be  able  to  recast  the  elec- 
tion fi"om  a  debate  on  his  presumed  vision  deficit  to  a  refer- 
endum on  Clinton.  "You're  seeing  Bob  Dole,  the  Comeback 
Adult,"  says  fonner  Reagan  White  House  Chief  of  Staff  Ken- 
neth M.  Duberstein.  "He's  going  mano  a  mano  v/ith  Chnton." 
Another  soiux-e  of  solace  is  the  Repubhcan  National  Com- 
mittee, which  is  funding  Dole's  travels. 
The  RNC  is  debuting  a  $16  miUion  media 
campaign  in  key  swing  states.  Says 
Reed:  "On  issue  after  issue,  you're  going 
to  see  ads  that  show  Clinton  vs.  Clinton." 

Next,  Dole  hopes  to  score  v\ath  a  bar- 
rage of  big  tax  cuts  (page  36).  He's 
weighing  a  rate  cut  of  at  least  10%,  a 
rollback  of  some  of  Clinton's  '93  tax 
hikes,  and  long-range  tax  refonn.  "Char- 
acter's a  swell  issue,"  says  Sacramento 
GOP  activist  Steven  A.  Merksamer,  "but 
when  Dole  taps  into  Americans'  eco- 
nomic anxiety  with  a  pro-growth  tax 
plan,  that's  what  will  get  him  close  to 

  Bill  Clinton." 

How  close?  Dole  would  settle  for  a  single-digit  gap  by 
the  August  GOP  convention.  After  that,  he  hopes  that  a  siz- 
zling Vice-Presidential  choice  and  an  alluring  tax  cut  will 
narrow  the  race.  "There's  no  cause  for  panic,"  says  Dole  ad- 
viser Richard  N.  Bond.  "This  campaign  is  winnable." 

Clintonites  beg  to  differ,  of  course.  But  even  they  realize 
that  the  dreamy,  free-ride  period  of  CUnton's  reelection  bid  is 
over  In  the  fiitiu-e,  a  bamstonning  Citizen  Dole  figiu-es  to  be 
a  tougher  foe  than  Beltway  Bob  has  been  to  date. 

Bij  Lee  Walczak 


WADS  TO  VICTORY? 

Is  the  Clinton  Administration  play- 
ng  politics  with  federal  highway 
'unds?  Probably.  The  Transportation 
3ept.  is  letting  some  states  use  the 
noney  to  set  up  infrastructure  banks 
;hat  encourage  public-private  financ- 
ng  for  transportation  projects.  While 
JOPers  gripe  about  the  election-year 
-iming,  Ti-ansportation  has  approved 
such  banks  in  eight  states,  including 
;lectoral-vote-rich  Texas  and  Florida. 
Approval  is  also  expected  for  Califor- 
lia,  a  must-win  state  for  Clinton. 


WAR  OVER  WEB  SITES 

►  House  Republicans  and  Democrats 
are  battling  in  cyberspace.  Democrats 
are  fuming  over  a  new  gop  policy  that 
prohibits  minority-party  members  of 
committees  from  having  their  own 
Internet  sites  unless  the  gop  chair- 
men have  set  up  Web  sites  for  the  full 
committee.  Democi'ats  fear  gop  lead- 
ers could  censor  material  simply  by 
pulling  the  plug  on  a  committee's  Web 
page.  Republicans  say  they're  merely 
updating  existing  rules  governing  use 
of  committee  resources. 


SURPRISE:  HE'S  RUNNING! 

►  "Noncandidate"  Bill  Clinton  may 
finally  announce  he's  a  formal  candi- 
date for  reelection— in  his  Aug.  29 
nomination-acceptance  speech  at  the 
Democratic  Convention  in  Chicago. 
That's  certainly  no  surprise.  But  the 
late  announcement  will  serve  the 
campaign  well:  Clinton  can  be  "Presi- 
dential"— not  just  a  candidate — 
throughout  the  summer.  The  non- 
candidacy  also  saves  his  campaign 
some  travel  expenses  that  it  would 
have  to  pay  if  he  declared  earlier. 


International  Business 


CHINA 


A  PIRATE 

UNDER  EVERY  ROCK 


Beijing  finds  that  it's 
getting  tougher  all  the 
time  to  slow  the  plague 
of  counterfeiters 

In  the  town  of  Xiashan  in  southern 
China's  Guangdong  province,  resi- 
dents don't  trust  outsiders  much. 
Strangers  who  can't  speak  the  local 
dialect  are  unwelcome.  Tliose  who  tiy  to 
enter  the  town's  small  factories  are  rou- 
tinely frisked  and  then  turned  away. 
With  good  reason.  From  Xiashan's 
nameless  plants,  locals  with  powerful 
connections  iim  an  opei'ation  that  chiuns 
out  pii'ated  cus  that  sell  to  black  market 
distributors  for  73?  apiece.  "These  peo- 
ple are  veiy  strong,"  cautions  one  intel- 
lectual-property expert.  "It  is  dangerous 
to  investigate." 

As  talks  heat  up  between  the  U.  S. 
and  China  over  intellectual-property 
rights  (IPR),  pirates  are  finding  new 
ways  to  thrive.  Beijing  is  targeting  the 
31  officially  licensed  factories,  many  in 
Guangdong,  that  are  cranking  out  bil- 
lions of  dollars'  worth  of  counterfeits. 
But  even  if  China  persuades  the  U.  S. 
to  forgo  sanctions,  Beijing  faces  the 
daunting  task  of  curtailing  the  under- 
ground i^iracy  that  is  mushrooming  in 
places  like  Xiashan.  "Closing  the  31  fac- 
tories will  not  end  the  pu-acy,"  says  Pe- 
ter Feng,  an  iPi;  expert  at  the  Univer- 
sity of  Hong  Kong.  "The  larger  portion 
of  counterfeit  products  is  made  by 
smaller  operations." 
"CASH  ISSUE."  The  battle  reveals  how 
hard  it  is  for  Beijing  to  enforce  its  dic- 
tates in  the  freewheeling  south.  The 
government  has  matie  progi-ess  in  snuff- 
ing out  retailers  of  pirated  goods  in 
Shanghai  but  has  not  done  nearly 
enough  to  shut  dow  n  the  manufacturers 
in  Guangdong.  Many  cu  plants  thei-e 
have  local  backers  such  as  units  of  the 
Public  Security  Bureau  and  the  Peo- 
ple's Liberation  Ai-my  that  benefit  from 
the  pirating  business,  cos  that  cost  pi- 
rates 36?  to  make  are  sold  in  Hong 
Kong  for  $4.30  each.  "It's  a  cash  issue," 
says  a  Clinton  Administration  official. 


"For  a  relatively  modest  investment, 
localities  can  achieve  big  gains." 

A  modest  investment  it  is.  A  used 
CD  press  that  can  produce  2  million 
disks  a  year  costs  $400,000.  A  new  one 
that  can  crank  out  3.5  times  the  vol- 
ume goes  for  $1.5  million.  One  indication 
of  how  the  industry  has  moved  under- 
ground: Experts  in  Hong  Kong  say 
there  ai-e  easily  more  than  100  CD  press- 
es in  China,  though  Beijing  admits  to 
only  39.  Since  1994,  China  has  banned 
imports  of  such  equipment,  but  experts 
say  that  two  to  three  European-made 
presses  a  month  are  smuggled  in  via 
the  Guangdong  ports  of  Shantou  and 
Chaozhou. 

Coimteifeiters  in  the  past  needed  out- 
side financing  to  provide  equipment.  But 
with  margins  of  50%  on  each  CD,  the 
pii'ates  are  making  enough  profits  to 
purchase  presses  on  their  own.  More- 
over, the  newer  presses  are  smaller  and 
easier  to  hide.  That  has  helped  coun- 
terfeiters gain  strength  throughout  the 
Pearl  River  Delta.  Local  cadres,  says 
Tan  Loke  Khoon,  an  ifr  expert  at 
Baker  &  McKenzie  in  Hong  Kong, 
ai'e  "often  a  bit  reluctant  to  as- 
sist." Beijing  officials  usually  co-  i 
ordinate  their  activity  with  lo-  p| 
cal  counterparts — who  alert  the 
plants. 

The  piracy  has  spread  beyond 
Guangdong.  A  case  in  point  is  Jin  Die 
Science  &  Technology  Development  Co. 
Jin  Die  makes  laser-  disks  in  the  tourist 
city  of  Guilin,  west  of  Guangdong. 
When  China  signed  its  IPR  accor'd  with 
the  U.  S.  last  year,  Beijing  promised 
that  it  would  assign  inspectors  to  each 
CD  plant.  The  gover-nment  also 
pi'omised  that  plants  would  print  a 
code  on  their  products  to  identify 
where  they  wer-e  pr'oduced.  But  during 
a  raid  on  Jin  Die  organized  by  Chi- 
nese authorities  and  Micr'osoft  Cor*p. 
in  April,  no  copyright  monitors  wer'e  on 
duty.  No  special  codes  were  on  the 
goods.  Workers  labored  around  the 
clock,  pr'oducing  cd-roms  from  three 
unauthorized  pr-esses.  The  plant  has  an 
estimated  100  employees  and  the  ca- 
pacity to  stamp  an  astounding  20,000 


CDS  a  day.  Beijing  an- 
nounced in  early  June 
that  it  might  close  Jin 
Die. 

Clearly,  the  pr-oblem 
could  get  worse.  Chi- 
nese pr'oduction  capaci- 
ty this  year  will  be 
about  200  million  cos, 
up  fi'om  about  50  mil- 
lion last  year.  Since  the 
domestic  market  can 
absorb  only  about  5 
millioir,  the  r-est  are  ex- 
ported through  Viet- 
nam, Russia,  and  Hong 
Kong.  For  instance, 
the  British  ter-ritorv's 


customs 
seized 


office 


^  THE  PIRATES' 
PROGRESS 

Despite  efforts  by  Beijin 
clarnp  down,  Chinese  co 
feiters  are  finding  more 
ticated  and  profitable  w 
produce  illegal  iwrsions 
m  usic  CDs,  cassettes,  co 
software,  and  CD-ROMs, 
places  are  playing  key  r 

DATA:  BUSINCSS  WEEK 


585,000 

pirated  cds  last 
year-  and  captur-ed  282,000 
more  in  the  fir-st  four  months  of  li: 
alone.  According  to  the  Internatioi 
Feder-ation  of  the  Phonogr-aphic  Indi 
try,  China  accounts  for  mor-e  than  4( 
of  pirated  audio  CD  sales  woridwi* 
And  software  companies  are  taking 
hit,  too.  "This  is  co.sting  us  tens  of  n 
lions  of  dollars  outside  China,"  lamer 
Microsoft  CEO  William  H.  Gates  III. 
Many  of  the  licensed  plants  have  f 


eign  backers,  especially  from  Hong 
Kong  and  Taiwan,  who  often  provide  fi- 
nancing and  technology.  Experts  believe 
China  has  provided  the  names  of  the 
Hong  Kong  and  Taiwan  investors  to  the 
Clinton  Administration,  but  the  back- 
ers are  not  easy  to  track  down.  They 
leave  no  paper  trails  and  often  use  bo- 
gus company  names.  Investors  in  the 
factories  that  ai-e  not  licensed  by  Beijing 
are  even  harder  to  find. 

In  order  to  get  results,  China  has 
to  turn  up  the  heat.  The  Culture  Min- 
istiy  has  launched  a  tkree-month  crack- 
down to  curb  intellectual-property 
theft.  The  Public  Security  Ministry  has 
also  been  called  in  to  investigate  six 
licensed  factories  that  have  already 
been  closed.  That,  however,  will  not  be 
enough  to  stave  off  sanctions.  "They've 

HOT  ITEMS:  Chinese  police  burn 
contraband,  but  they  can't  keep  up 
with  street  vendors'  supplies 


got  to  do  a  fair  amount  more,"  says 
one  U.  S.  official,  who  believes  that  the 
negotiations  will  go  right  down  to  the 
wire  on  June  17. 

Lobby  groups  are  also  forming  with- 
in China  to  push  for  greater  ipr  pro- 
tection. Hardest  hit  by  pirates  are  the 
Chinese  music,  software,  and  publish- 
ing industries.  Because  of  competition 
from  counterfeits,  the  Chinese  music  in- 
dustry is  hard-pressed  to  put  out  its 
own  recordings.  "Most  Chinese  like  to 
watch  Chinese  films  and  sing  Chinese 
songs — so  protecting  ipr  is  clearly  in 
our  own  national  interests,"  says  Xin 
Guangwei,  a  deputy  division  chief  at 
the  National  Copyi'ight  Administration 
of  China. 

Even  though  victories  are  so  far  few 
and  far  between,  experts  give  Beijing 
credit  for  its  efforts.  "The  Cliinese  gov- 
ernment is  way  ahead  of  Taiwan  and 
Hong  Kong  at  the  stage  of  their  devel- 
opment," says  David  Buxbaum,  a  part- 
ner at  the  law  firm  of  Arnberger,  Kim, 
?!uxbaum  &  Choy  in  Hong  Kong.  And 
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cities  such  as  Shanghai  and  Tianjin  are 
taking  initiatives  to  weed  out  pirates 
in  their  midst. 

But  for  a  countiy  with  a  decentral- 
ized economy,  the  problem  remains  stag- 
gering. And  much  more  effort  is  needed 
before  Cliina  makes  sigiiificant  progi-ess. 
In  the  meantime,  the  underground  net- 
works are  thriving.  Cracking  down  on 
the  licensed  factories  is  a  good  start. 
But  as  the  pirates  grow  shadier  and 
move  underground,  no  one  is  expecting 
miracles.  A  new  ipPv  deal  "won't  cure 
piracy,"  says  a  Western  diplomat,  but 
"it  might  just  stabilize  the  high  out- 
put." At  this  point,  that's  the  best  sce- 
nario anyone  can  expect. 

By  Joyce  Barnathan  in  Hong  Kong, 
with  Amy  Borrus  in  Washington  and 
Dexter  Roberts  in  Beijing 


International  Business 


ISRAEL 


BIBI  HAS  BUSINESS 
BITING  ITS  NAILS 

Peace  has  been  paying  off.  A  shift  right  could  be  trouble 


Just  a  few  weeks  ago,  in  the  midst 
of  Israel's  tense  election  campaign, 
industrialist  Benjamin  D.  Gaon 
corralled  his  country's  business 
elite  to  back  the  peace  policies  of  Prime 
Ministei-  Shimon  Peres.  Full-page  pro- 
Peres  declarations  placed  in  Israeli 
dailies  canned  the  signatiu-es  of  20  lead- 
ing executives.  Their  message:  The 
peace  process  is  vital  to  Israel's  future 
prosperity. 

That  Gaon  and  other  executives  took 
that  line  is  not  surpi-ising.  As 
CEO  of  Koor  Industries,  Gaon 
took  advantage  of  the  new 
business  climate  spun-ed  by  the 
three-year-old  Arab- Israeli 
peace  pi'ocess  to  transform 
once-ailing  Koor  into  a  highly 
profitable,  $4  billion  industrial 
group.  With  markets  long 
closed  to  Israel  suddenly  open, 
the  conglomerate  could  sell 
products  such  as  pesticides  and 
telecom  gear  to  China  and  In- 
dia. A  peace-driven  construc- 


tion boom  in  Israel,  the  West  Bank,  and 
the  Gaza  Strip  spelled  huge  profits  for 
Koor,  Israel's  largest  cement  producer. 
And  regional  detente  meant  Gaon  has 
been  able  to  search  out  new  deals  in 
Morocco,  Timisia,  and  the  oil-rich 
sheikhdoms  of  the  Persian  Gulf. 

With  so  much  riding  on  peace,  the 
startling  electoral  triumph  of  Likud 
leader  Benjamin  "Bibi"  Netanyahu  in 
Israel's  May  29  elections  looks  at  first 
glance  to  be  a  disaster  for  Gaon  and 
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MBA  FROM  MIT 

liftiike  his  Likud 
predecessors,  Netanyah 
has  a  keen  understandii 
of  economic  issues 

Israeli  business.  Netanya] 
after  all,  blasted  Peres 
making  dangerous  concessu 
to  the  Palestinians,  while  0 
er  Likud  heavyweights  si 
as  former  Defense  Minisi 
Aiiel  Sharon  called  for  a  m 
sive  new  Jewish  settlem< 
program  in  the  West  Ba: 
The  vote  sent  a  chill  throu 
the  Ai-ab  world — and  throi 
the  Clinton  White  House. 

But  Gaon  and  many  othi 
in  the  business  commun 
caution  against  despair, 
be  the  fii'st  to  say  I  don't  1 
what  happened  in  the  el 
tions,"  says  Gaon  from  his 
fice  overlooking  the  Mediterranean 
Tel  Aviv.  "But  Netanyahu  has  to  be  g 
en  a  chance.  He  needs  the  economy 
continue  to  gi'ow  rapidly,  and  that 
pends  entirely  on  the  peace  process 
Gaon's  guarded  confidence  rests 
the  assumption  that  Israel  has  so  mi 
invested  in  improving  relations  with 
neighbors  that  no  Israeli  leader — : 
even  those  most  ideologically  agaii 
it — can  afford  to  derail  it.  For  econor 
reasons  alone,  "no  Israeli  governm 
has  an  option  other  than  peace,"  S£ 
Aharon  Fogel,  one  of  the  architects 
the  recent  economic  liberalization  in 
rael  and  now  chairman  of  Enhro,  a 
Aviv-based  private  power  company. 
BELLWETHER.  It  won't  take  long  to  se( 
Netanyahu  will  respond  to  those  re; 
ties  or  stick  to  the  rather  simplisi 
unyielding  approach  that  he  espous 
in  the  campaign.  He  will  have  to  sh 
his  cards  quickly.  The  Palestinians  a 
other  Arabs  will  be  closely  watchi 
whether  Netanyahu  follows  through 
Peres'  promise  to  withdraw  Isra 
troops  from  the  volatile  West  Ba 
town  of  Hebron  soon.  ^ 
tanyahu  will  also  be  tested 
campaign  promises  to  clc 
down  Orient  House,  the  Pal 
tinians'  unofficial  Jerusah 
lieadcjuarters,  and  to  expa 
West  Bank  .settlements,  alw£ 
a  bellwether  Arab-Israeh  iss' 
If  Palestinians  find  the  mi 
government  impossible  to  d' 
with,  they  might  resume  t 
intifada  (rebellion),  perhaps 
the  Arab  areas  of  Jerusale 
A  stymied  peace  process  woi 


Accepting  the  award  for  a 
Consumers  Digest  "Best  Buy" 


Lincoln  Town  Car. 

Consumers  Digest  calls  a  Best  Buy  "a  product  that  offCTS 
outstanding  value  for  its  price."  We  call  it  Lincoln  Town  Car. 
The  editors  were  impressed  that  "this  big  Lincoln  retains  the  best 
of  what  has  always  been  good  about  large  American  sedans." 
The  experts  agree;  even  when  money  is  no  object,  value  is. 

Three  Ways  To  Lease 


«499/«2,100 

per  month  down 

24-Month  Red  Caqiet  Lease 

First  Month's  Payment'  $499 

Down  Payment  (Net  of  RCL  Cash)  $2,100 

Refundable  Secunry  Deposit  $500 

Cash  Due  At  Signmg"  $3,099 

30,000-Mile  Lease 


or 


«585/«0 

per  month  down 

24 -Month  Red  Carpet  Lease 

First  Month's  Payment"  $585 

Down  Payment  (Net  of  RCL  Gsh)  $0 

Refundable  Security  Deposit  $600 

Cash  Due  At  Sigmng"  $1,185 

30,000-Mile  Lease 


or 


$ 


13,491 


One-Titne  Lease 
Payment 

APP  Payment  (Net  of  RCL  Gsh)'  $13,491 

Refundable  Security  Deposit  $575 

Cash  Due  At  Sigmng"  $14,066 

Cash  Outlay  Over  24  Months"  $13,491 

30,000-Mile  Lease 


To  learn  more,  call  1  800  446-8888  or,  for  information  via  the  Internet,  enter  http://www.Lincolnvehicles.com. 


LINCOLN 

What    A    Luxury   Car     Should  Be 


"%  Lincoln  Town  Car  Bieculive  Series  MSRP  $,<7,580  excluding  atle,  laxes  and  licen.se  tec.  Conventional  and  Advance  Pajmcnt  Pixjgrara  lea.sc  payraenLs  based  on  average  capitalized  cost  of  ')1.0I%  of  MSRP  for  M-month  closed.<nd  Ford  Credit 
Jed  Carpet  Leases  (RCL)  purchased  in  tlie  nation  Ifirough  2/29/%  Some  payments  tiigher  some  lower  See  dealer  for  paymenl/temis.  Lessee  may  have  option  to  buy  vehicle  at  lease  end  at  price  negotiated  with  dealer  at  signing.  Lessee  responsible  for 
scess  wear  and  tear  and  mileage  over  JO.OtK)  at  J  1 1/mile  Credit  approvaHnsurabihiy  determined  by  Ford  Credit  For  special  lea.se  terms  and  $  1 .750  RCL  cash,  lake  aen,  retail  dehvery  from  dealer  stock  by  Monthly  payments  total  S 1 1 .976  with 
(2,100  down  payment  or  S14,0-4O  with  $0  down  payment.  Current  Lincohi  owners  and  les.sees  quahfy  for  an  additional  $500  owner  loyalty  incentive  toward  the  purchase  or  lease  of  a  new  '96  Town  Car  prior  to  7/2/96,  Seedraler  for  complete  details. 
••Excludes  tax,  title  and  license  fee. 
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also  sour  Israel's  relations  with 
Washington  and  jeopardize  the 
Arab  leaders  that  the  Labor  gov- 
ernment made  peace  with — Pales- 
tinian authority  chief  Yassir 
Arafat  and  Jordan's  King  Hussein. 

Netanyahu  is  already  hearing 
that  the  situation  in  the  Palestin- 
ian areas  is  a  time  bomb.  With 
the  territories  largely  closed  off 
from  Israel  since  last  February's 
terror  campaign  by  Islamic  radi- 
cals, the  local  economy  has  con- 
tracted by  as  much  as  20%  this 
year,  according  to  the  World  Bank. 
Only  20,000  Palestinians  are  now 
allowed  to  work  for  Israelis,  down 
from  about  100,000  last  year.  "The 
current  situation  is  bad,  simply 
not  sustainable,"  says  a  senior 
U.  S.  diplomat  in  Israel. 

Netanyahu  is  showing  some 
signs  of  flexibility.  In  his  fii-st  major 
speech  to  ecstatic  Likud  supportei-s 
on  June  2,  the  46-year-old  poUti- 
cian  stressed  not  a  muscular  anti- 
Arab  nationalism  but  the  need  for 
continuing  the  peace  process.  He 
has  also  been  careful  not  to  make 
rash  pronouncements  on  Hebron. 
BANK  SALE.  While  Netanyahu's 
politics  wony  executives,  they  find 
little  fault  with  his  approach  to  eco- 
nomic issues.  The  incoming  Prime 
Minister  wants  to  stoke  up  Israel's 
ah-eady  impressive  $90  billion  gi-oss 
domestic  product  by  deregulating 
and  privatizing  the  heavily  state- 
run  economy.  Tbp  economic  adviser 
and  Likud  Knesset  member  Silvan 
Shalom  says  50  companies,  includ- 
ing El  AJ  Ail-lines  Ltd.,  Bezeq  Tele- 
com, and  the  government's  re- 
maining stakes  in  the  banks  will 
be  sold  off  during  the  next  four 
years.  "Previous  governments  only 
talked  about  this,"  says  Shalom. 
"We're  really  going  to  do  it." 

Netanyahu's  hand  will  be 
strengthened  Ijy  new  legislation 
boosting  the  Pi-inse  Minister's  au- 
thority at  the  expense  of  the  raucous 
parhament.  Willi  his  new,  U.  S.-style, 
foui-year  term  of  office,  Netanyahu  can 
go  further  than  his  predecessors  in  im- 
posing his  will  over  jiarty  colleagues  as 
well  as  the  small  i;.irties  that  have  tra- 
ditionally made  Isi  !i  govemments  so 
imstable.  Although  i  •■id's  conservative, 
ultrareligious  partit  nearly  doubled 
their  parliamentary  s  ngth  in  the  last 
elections,  Netanyahu  :iides  have  al- 
ready informed  them  ti  many  of  then- 
demands  may  not  be  m 

But  a  trickier  questi  is  whether 
Netanyahu  can  withsta  i:f  pressures 


Netanyahu's 
Ambitious  Agenda 


PEACE  TALKS 


Take  a  firmer  line  with 
the  Arabs,  but  stalled 
negotiations  could 
jeopardize  Yassir  Arafat 
and  King  Hussein  as 
well  as  worsen  rela- 
tions with  the  U.S.  and 
Europe 


PRIVATIZATION 


Sell  off  50  companies, 
including  EI-AI,  Bezeq 
Telecom,  and  banks, 
but  violence  and  politi- 
cal tension  could  kill 
buyer  interest 


TAXESI 


Slash  Israel's  50%  top 
income  rate,  but 
promised  spending  on 
settlement  building 
and  religious  institu- 
tions might  make  tax 
cuts  impossible 


TRADE 


Expand  regional  busi- 
ness ties,  but  lack  of 
progress  with  Palestini 
ans  and  Syria  could 
hurt  Israeli  trade 
prospects  with  Egypt, 
Jordan,  and  the  Gulf 


go  even  deeper  into  the 
Thanks  in  part  to  preeleet 
pump-priming  by  Peres,  Israe 
running  a  spending  gap  this  yi 
of  close  to  4%  of  GDP — twice  lev 
predicted  only  months  ago.  Ex 
utives  hope  Netanyahu  distribu 
such  critical  economic  appoi 
ments  to  moderates  like  E 
Meridor,  the  49-year-old  forn 
Likud  Justice  Minister. 

Unlike  his  Likud  predecessc 
Yitzhak  Shamir  and  Menachji 
Begin,  Netanyahu,  who  has 
MBA  from  Massachusetts  Institifei|i?': 
of  Technology's  Sloan  School  f|*  t 
Management,  has  a  sophistical  [|btii 
understanding  of  economics.  i|oaf 
Prime  Minister,  Netanyahu  v  IIVj; 
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ON  HOLD 

Soldiers  guarding 
Jewish  settlers  in 
Hebron,  and  callers 
using  Bezeq  pay 
phones:  Will  conflict 
poison  the  business 
atmosphere? 

from  hard-liners  m  ins  own  paily.  the 
most  formidable  is  Sharon,  who  played 
kingmaker  to  Netanyahu  by  healing 
rifts  among  Likud  rivals.  An  imcompro- 
mising  figure,  who  as  Housing  Minister 
pumped  billions  of  dollars  into  settle- 
ment building  in  the  West  Bank  dur- 
ing the  1980s  and  early  '90s,  Shai-on  has 
his  eye  on  the  key  Finance  Ministry. 

That,  say  many  Israeli  executives, 
would  be  a  disaster  because  it  would 
put  him  in  a  position  to  fund  settle- 
ments and  other  right-v^ing  projects. 
Not  only  would  relations  vrith  tlie  Arabs 
be  worsened  but  Israeli  finances  might 


inherit  an  economy  vastly 
proved  from  a  decade  ago.  E\ 
the  most  diehard  Likud  extre 
ists  agi-ee  that  progress  tow£  lira? 
peace  since  the  groundbreaki 
Madrid  conference  in  1991 
paid  big  economic  dividends.  1 
new  Israeli  Prime  Minister,  s? 
Bank  Leumi  ceo  Galia  Maor, 
well  aware  that  the  peace  proci 
is  vital  for  its  economic  benefit 
Indeed,  economic  gi'owth  has  be 
racing  at  rates  only  matched 
the  Tigers  of  Southeast  A 
Multinationals,  fi'om  Switzerlan 
Nestle  to  America's  BellSouth, 
pouring  unprecedented  amoui 
of  investment  into  the  Isra 
economy  (chart,  page  52). 

In  addition,  business  links 
beginning  to  bind  Israel  to  Egy 
Jordan,  and,  to  an 
tent,  the  Palestinia: 
Israel,  for  instance, 
soon  likely  get  natu 
gas  from  Egyjat.  Isr, 
and  Jordan  are  ph 
ning  to  hook  their  el 
trical  grids  togeth 
Although  nervousm 
has  delayed  at  le 
one  Palestinian  proj 
iiiusL  executives  doubt  that  Netanya] 
election  vrill  kill  such  schemes.  "Thi 
will  be  no  complications  at  all,"  sa 
Hussein  Salem,  the  Egyptian  partr 
in  a  $1.2  billion  joint  Egyptian-Isra 
Midor  refinery  to  be  built  near  Alex? 
dria.  "Both  the  Egyptian  and  the 
raeh  partners  in  this  project  enjoy  ea 
other's  confidence."  Moi-e  than  anyoi 
Bibi  Netanyahu's  performance  will  ( 
termine  whether  such  thoughts  are 
the  mark  or  just  wishful  thinking. 

By  John  Rossant  and  Neal  Smidi 
in  Jerusalem,  with  Sarah  Gauch 
Cairo  and  Kirk  Albrecht  in  Amman 
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otal  Net  Premium 


IVORLDWIDE 

'ROPERTY  &  CASUALTY 


VORLDWIDE  LIFE 


At  ITT  Hartford,  taking  care  oj  our  customers  isn't 
just  one  of  our  many  goals.  It's  our  first  priority. 

We  do  everything  in  our  power  to  anticipate  their  needs, 
rom  developing  better  products  and  services  to  arriving  with  a  claim  check  as  soon  as 
isaster  strikes. 

As  a  result,  we've  built  an  incredibly  loyal  customer  base.  We've  attracted  millions  of 
ew  customers.  And  we've  managed  to  grow  steadily  for  nearly  200  years.  So  the  way      ITT  HARTFORD 


No  One's  \ 
Better 
Prepared  for 
To m orro  w . 


>e  see  it,  if  we  keep  looking  after  our  customers'  future,  our  future  will  take  care  of  itself. 
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CANADA 


A  TALK  WITH  QUEBEC'S 
TOP  SEPARATIST 

Premier  Bouchard  on  sovereignty  and  business  confidence 


S ince  taking  office  in  January,  Que- 
bec Premier  Lucien  Bouchard  has 
been  trying  to  rebuild  business 
confidence  shattered  by  the  near-win  of 
his  separatists  in  last  fall's  referendum 
on  independence.  But  Bouchard,  57, 
remains  committed  to  making  his 
French-speaking  province  a  sovereign 
nation.  Given  his  popularity,  he  could 
call  and  win  an  election  any  time,  set- 
ting the  stage  for  another  referendum. 
Bouchard  met  with  business  week 
editors  in  New  York  on  June  3. 

Q:  Can  you  imagine  any  circumstance 
in  which  you  would  not  pursue 
independence? 

A:  No.  For  30  years,  Quebeckers  have 
hoped  it  would  be  possible  to  renew 
the  Canadian  Confederation.  But  while 
numerous  attempts  have  been  made, 
every  one  has  failed. 

Q:  Is  Ottawa  going 
to  play  hardball? 
A:  Most  English- 
speaking  Canadi- 
ans were  very 
much  surprised 
by  the  close  call 
of  the  referen- 
dum. They 


thought  it  would  crush  the  sovereignty 
movement  forever.  But  we  almost  won. 
Now,  Ottawa  is  trying  to  make  sure 
there  will  not  be  another  referendum, 
because  they  know  we  will  win.  It  is  in- 
evitable. In  1980,  we  lost  by  a  margin 
of  60%  to  40%.  Last  fall,  it  was  almost 
half  and  half  [50.6%  against  sovereignty, 
vs.  49.4%  in  favor].  And  now,  support  is 
higher  than  it  ever  was  before. 

Q:  Prime  Minister  Jean  Chretien  says 
50%  plus  one  vote  is  not  enough  to 
break  up  Canada.  What  do  you  think? 
A:  Obviously,  I  would  feel  more 
comfortable  with  more  than  one 
additional  vote  above  -50%.  But  the 


^  —  L[;C1EX  uin  ^ 

rule  of  democracy  is  that  you  need 
•50%  plus  something,  and  that  is  the 
rule  all  over  the  world. 

Q:  What  do  you  want  from 
Washington? 

A:  After  a  [sovereignty] 
vote,  we  all  know  the 
Americans  will  be  the 
leavyweights.  If  some 
people  in  Ottawa  become 
irrational  and  try  to 
build  a  fence  around 
Quebec,    I    don't  see 
Washington  accepting 
that.  Stability  would  be 
the  main  objective  of 
any  American  Adminis- 
tration, and  they  would 
see  to  it  that  business 
goes  on  as  usual. 

Q:  Wouldn't  Quebec  have 
to     reapply    to  join 
NAFTA? 

A:  There  would  be  a 
negotiation,  but  the  dy- 


namic of  the  situation  would  favor  ij, 
because  Americans  know  they  mu; 
have  free  trade  in  North  America. 

Q:  Are  you  going  to  call  an  electi\ 
soon? 

A:  People  are  not  ready  to  have 
election  or  a  referendum  now,  andl 
agree  with  them.  My  first  priority  | 
to  put  the  public  finances  in  order.  \» 
just  announced  a  very  tough  budgw 
which  cut  spending  for  the  first  tiite 
in  25  years.  Next  year,  we'll  need 
other  tough  budget,  after  which  w 
move  toward  our  tai-get  of  zero  defi 
by  1999. 

Q:  So  what  is  your  timetable  for 
election  and  another  referendum?  | 
A:  I  will  not  give  a  precise  timetal:^ 
because  I  don't  know  myself.  This  [ 
politics.  But  the  usual  mandate  of 
government  in  Quebec  is  four  to  fi| 
yeai-s,  and  tliis  mandate  is  just  V/>  yea 
old.  So  it  is  not  probable  that  an  el^ 
tion  will  be  held  shortly. 

Q:  Don't  you  think  y\ 
would  pay  a  big  econor 
price  if  you  break  awai 
A:  In  a  sense,  we  have 
'    '  '  ready  paid.  We  have  be| 

fighting  for  sovereignty 
a  generation.  Now, 
need  to  reap  the  fruit. 

[After  a  yes  vote]  I  p^ 
sonally  think  you'll  see 
exhilaration  and  enthul 
asm  in  Quebec.  And 
guess  is  that  in  Toi'onto,  business  exd 
utives  would  be  unhappy  and  may| 
bitter.  But  then  they  would  drive 
the  office,  call  their  best  clients  in  Qv 
bee,  and  tell  them:  "I  would  still  H| 
you  to  buy  my  products." 

Q:  Isnt  the  Quebec  busifiess  commu\ 
ty  still  opposed  to  sovereignty? 
A:  On  the  whole,  yes,  they  are  still 
the  federalist  side.  At  the  same  tir 
they  are  very  much  disappointed 
the  federal  government,  because  th| 
thought  there  would  be  [an  effort 
renew  Canada]. 

Q:  How  will  you  deal  with  fears  of  \ 
English  minority  in  Quebec? 
A:  The  Anglophones  have  been  instil 
mental  in  the  development  of  Queb| 
and  we  need  them.  I  am  ready  to 
dovTO  with  them  immediately  and  dri 
the  guarantees  that  will  be  providj 
to  them. 

We  must  make  sure  that  whatevj 
happens,  they  vdll  feel  like  full-fledgj 
Quebec  citizens. 


^  citizen:  how  the  world  tells  time. 


TRODUCING  THE  FIRST  DIVING  WATCH  WITH  A  PURPOSE  ON  LAND. 

The  new  Hyper  Aqualand  is  the  most  advanced  member 
of  the  Citizen  Aqualand  family,  and  the  hrst  to  let  you  use 
your  PC  tor  diving  analysis.  Underwater,  it  displays  water 
temperature,  depth,  and  elapsed  time  and  has  alarms  tor 
ascent  rate  and  low  battery.  At  the  surface,  you'll  appreciate 
dive  log  memory.  That  means  people  like  Chris  Woodward  can  transfer  the  data 
their  PCs.  Then  Chris  can  graph  and  print  the  results  for  dive  comparisons, 
fact,  with  the  new  Hyper  Aqualand,  he  can  dive  with  or  without  water. 


jrfacc  and  custom-designed  software  provided.  PC,  cable  and  printer  not  included. 
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GERMANY 


EAST  GERMANY  IS  STILL 
A  MESS-$580  BILLION  UTER 

Bonn  is  finding  that  huge  subsidies  aren't  working 


OBSOLETE:  Ayuig,  high-wage  companies  are  uncompetitive 


Uhich  Naundorf  never  figured  he'd 
be  jobless  this  long.  The  52-year- 
old  east  German  lost  his  midlevel 
management  post  at  a  commu- 
nist-era industrial  collective  neai'  Leipzig 
in  1991.  He  moved  to  Berlin,  era'olled  in 
a  state-mn  sales  training  progi-am,  then 
tried  to  get  a  job  peddling  everything 
from  soap  to  tombstones.  "Nothing 
worked,"  he  says.  So  in  1995  it  was 
back  to  another  government  progi-am — 
this  time  to  leam  how  to  prepare  con- 
stmction  bids  for  ventilation  systems. 
Now,  after  six  months  pounding  the 
pavement,  all  he  has  heard  is  "Nein." 

Naundoifs  tale  illustrates  Germany's 
predicament.  After  handing  out  a  stag- 
gering $580  billion  in  government  funds 
since  1990,  German  policymakers  are 
starting  to  realize  that  the  fomner  East 
German  states  show  signs  of  becoming 
permanent  welfare  cases.  If  eastern 
Gennany  cannot  develop  a  strong  econ- 
omy, the  financial  drain  could  imperil 
the  much-needed  effort  to  restore  com- 
petitiveness to  western  Germany. 

This  is  a  big  letdown  fi'om  the  heady 
time  after  unification  when  it  seemed 
Chancellor  Helmut  Kohl  would 
strengthen  Germany's  economic  clout 
through  this  territorial  expansion.  Un- 
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til  late  1995,  the  re- 
gion's economy  did 
grow  briskly.  But  the 
vigor  was  an  illusion 
paid  for  with  marks 
from  the  west.  Only 
the  construction  indus- 
try really  boomed,  fu- 
eled by  massive  public 
works  projects  and  big- 
tax  breaks  for  real  es- 
tate. Now  Bonn  policy- 
makers, who  last  fall  trumpeted  east 
Germany  as  "Growth  Region  Number 
One  in  Europe,"  have  admitted  in  a 
May  report  to  the  European  Union 
that  "the  new  states  aren't  anywhere 
near  reaching  the  goal  of  a  self-sup- 
porting economy." 

"ONE  HAND  TIED."  The  stiuctural  weak- 
nesses in  the  east  have  been  exposed  by 
the  budget  crisis  in  Bonn.  With  Kohl's 
government  compelled  to  cut  its  subsi- 
dies, construction  work  and  economic 
gi'owth  in  the  east  are  slovdng  dramat- 
ically (chart).  Growth  in  the  region  will 
slip  to  3%  this  yeai-  and  just  1%  in  1997, 
predicts  the  Hamburg  Economic  Re- 
search Institute.  That's  even  less  than 
the  projected  gi'owth  in  the  west. 
The  slowdown  is  producing  a  surge  of 


EAST  GERMANY'S 
ECONOMY  iS  SLOWING 


INCREASE  IN  GROSS 
DOMESTIC  PRODUCT 


DATA:  DIW,  BMWi,  IfW 


unemployment.  Some  190,000  additiorj 
jobs  will  be  lost  this  year,  predicts  tf 
Economics  Ministry.  While  joblessness  j 
the  west  has  reached  9%,  the  offic 
unemployment  rate  in  the  east  surg| 
to  17%  in  the  fii-st  quarter,  up  from  l'^! 
late  last  yean  Unofficially,  it's  closer  \ 
30%,  counting  not  only  people  in  gc| 
ernment-supported  retraining  scheml 
and  make-work  progi'ams  but  also  thol 
with  early-retirement  deals.  j. 

Getting  the  economy  on  track  will  jr 
tough.  While  the  government's  poli  ■ 
of  quickly  matching  west  German  wa  i 
rates  has  been  a  bonanza  for  consume  i, 
it  has  been  a  disaster  for  long-term  e(  ■ 
nomic  health.  East  Gemnan  wages  a  i 
growing  faster  than  productivity,  ; 
manufacturing  costs  are  uncompetiti  ^ 
even  by  west  Gemnan  standards.  Co|' 
panies  looking  for  new  factory  sites  pi  ■ 
fer  countries  like  the  Czech  Repub 
where  wage  costs  are  one-tenth  t. 
German  rate.  "The  east  German  eco: 
my  is  fighting  to  recover  with  one  ha| 
tied  behind  its  back,"  says  ITiomas  M; 
er,  senior  economist  at  Goldm.an,  Sa^ 
&  Co.  in  Frankfurt. 

Employers  in  the  east  are  reacti 
to  the  prohibitively  high  level  of  wag 
More  small  companies  are  cutting  de; 
with  local  unions,  opting  out  of  indi 
trywide  contracts  negotiated  at  the  r 
tional  level.  Now  larg 
companies  are  followi 
suit.  On  May  15,  Jenc 
tik,  a  Jena-based  maV 
of  scientific  devices  a 
electrical  equipmei 
signed  a  contra 
awarding  a  3.2%  p 
hike,  vs.  the  natioi 
norm  of  10.2%.  Lo< 
representatives  of 
Metall,  Gemiany's  m( 
powerful  union,  a 
proved  the  deal  in  ] 
turn  for  job  security. 

Companies  and  workers  must  pract 
such  restraint  for  yeai's  before  east  G' 
man  wages  start  becoming  competiti' 
Whatever  happens,  the  region  will  be 
the  dole  for  a  long  while  yet.  Even 
the  east  German  economy  tui'ns  arou 
and  roars  along  at  an  annual  clip 
10%',  it  will  take  a  decade  before  t 
region  matches  west  Germany's  e< 
nomic  strength,  figures  Eckhar 
Wohlers,  an  analyst  with  the  Hambu 
Economic  Research  Institute.  At  a 
pace,  it  will  take  two  decades.  At  tl 
rate,  Naundorf  and  other  east  Gei-ma 
may  know  only  the  pain  of  a  fi-ee  m; 
ket  but  none  of  its  rewards. 

By  David  Woodruff  in  Bonn,  w. 
Miriam  Widman  in  Berlin 
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Thanks  to 
Sprint  Business, 

more  of  our  flowers 
^  are  popping  up 
all  over  the  world." 

—  Meg  mntman,  CEO,  ITD  Inc. 


FTDf  a  company  known  the  world  over  for  its  fine  floral 
arrangements,  needed  to  streamline  its  international  order 
process.  They  used  to  rely  on  fax,  phone,  telex  and  cable 
to  transmit  orders 

"Sprint  helps  us  process  orders  in  half  the  time." 

sprint  put  FTD  on  its  global  data  network.  Now,  florists  can 
transmit  information  instantly.  So  a  florist  in  Indonesia  can  send 
an  order  directly  to  a  florist  in  England,  or  anywhere  else  in  the 
world,  with  exceptional  speed  and  accuracy. 


Our  business  is  blooming  all  over  the  world!" 

Now,  Sprint  helps  FTD  florists  in  over  143  countries  send 
more  flowers,  to  more  people,  worldwide  than  ever  before. 

Find  out  how  Sprint  Business  can 
help  grow  your  business,  too. 


Call  Sprint  Business 

1  800  816  REAL 


www.sprint.com 


Sprint 


We  help  business  do  more  business 


51996  Sprint  Communications  Company  L.P,  All  trademarks  are  property  of  their  respective  owners. 
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INDIA 


WALKING  A  FINU  LINE 
ON  REFORM 

New  Finance  Minister  Chidambaram  will  move  ahead-slowly 


When  India's  new  United  Front 
government  announced  its  eco- 
nomic pi'ogi'am  on  June  5,  some  of 
tiie  worst  fears  of  foreign  investors  and 
financiers  were  aroused.  The  13-party 
ruling  coalition  announced  it  would  limit 
foreign  investment  to  infi-astiuctLU'e  and 
high-tech  sectors  and  would  slow  down 
the  privatization  of  state-owned  enter- 
prises. Moreover,  spending  on  antipover- 
ty  progi'ams  would  increase,  threaten- 
ing the  government's  ability  to  rein  in  its 
budget  deficits. 

But  savvy  Indian  ■■■■■■■■■■ 
watchers  weren't  rat- 
tled. The  reason:  the 
emergence  of  P.  Chi- 
dambaram, a  free-mar- 
ket advocate  and  ex- 
Commerce  Minister 
who  co-authoi-ed  India's 
economic  reforms,  as 
Finance  Minister  Even 
though  the  new  govem- 
ment's  program  had 
some  rough  edges,  most 
analysts  reckoned  that 
the  document  was 
largely  political  and 
aimed  at  helping  the 
government  of  Prime 
Minister  Deve  Gowda 
win  a  crucial  vote  of 
confidence  on  June  10. 
"I  tliink  he  has  to  make 
the  right  noises,"  says 
Francis  Pike,  managing  director  of  Pere- 
gi-ine  India.  "He'll  do  domestically  what- 
ever it  takes"  to  keep  refoi-m  going.  Just 
as  it  did  on  the  day  (Chidambaram  was 
appointed,  Bombay's  mai-kets  rose  on  the 
announcement — 19.6  points,  to  8,813. 
"The  feeling  is  generally  positive,"  says 
Bhai'at  Shah,  chief  investment  officer  for 
Capital  Intemational. 

The  real  test  will  cume  as  Chi- 
dambaram prepares  an  annual  budget 
by  July  31.  That  bluepripi  will  allocate 
spending  and  give  the  i  '"UJ-est  signal 
of  the  government's  prif-ities.  Those 
who  know  the  51-year-old  lurvard  Uni- 
versity business  school  graduate  say 
Chidambaram  surely  will  find  a  way  to 
keep  economic  liberalization  moving  for- 
ward while  appeasing  the  socia'ist  and 
communist  parties  in  the  government. 


"Each  party  can  put  its  own  populist 
measures  forward,  but  Chidambaram 
will  hang  tough,"  says  Kirit  Pai'ikh,  an 
economist  and  head  of  the  Indira  Gand- 
hi Institute  of  Development  Research. 

Reconcihng  the  agendas  of  a  motley 
gi'oup  of  left  parties  and  narrowly  fo- 
cused regional  gi'oups  with  India's  press- 
ing need  foi-  deregulation  and  gi-owth 
won't  be  easy.  The  reforms  India  re- 
quires most  are  the  ones  where  Chi- 
dambaram will  meet  the  gi'eatest  resis- 
tance. Judging  by  the  25-page  economic 


the  stakes  of  multinationals  in  Indiij 
companies  has  been  neatly  sidesteppi  i 
by  allowing  individual  ministries  to  a 
prove  majority  control  if  they  choose 

There's  little  question  about  CI 
dambai'am's  probusiness  credentials.  Ul 
like  Gowda's  humble  beginnings  as 
farmer,  Chidambaram's  origins  a 
steeped  in  business.  He  comes  from  tl 
wealthy  Chettiar  business  communil. 
of  south  India.  As  Commerce  Ministjs 
in  the  Congress  government  imtil  Apij 
Chidambaram  worked  closely  with  fq 
mer  Finance  Minister  Manmohan  Sin^ 
and  was  responsible  for  liberalizing  II  i 
dia's  import  policy.  When  former  Prir 
Minister  P.  V.  Narasimha  Rao  caused  > 
faction  of  the  Congi-ess  Party  in  Tan 
Nadu  to  split  this  year,  Chidambara 
resigned  his  post  and  joined  the  brea 
away  group,  the  Tamil  Maanila  Co 
gi'ess,  now  part  of  the  United  Front, 

His  supporters  say  Chidambaram  w 


CHIDAMBARAMS 
KEY  TESTS 

•Resisting  pressures 
for  more  social 
spending 

•Luring  foreign 
investment  to  key 
sectors,  such  as 
infrastructure  and 
high-tech 

•Deregulating  the 
finance  and  banking 
sectors 
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pi'ogram,  the  communist  and  socialist 
parties  have  extracted  increased  spend- 
ing on  social  programs  and  curbed  fur- 
ther privatization  of  ailing  state-owned 
enterprises.  The  policy  allows  only  eco- 
nomically troubled  state-owned  enter- 
prises to  be  open  for  privatization.  The 
exception  is  in  tourism  and  hotels. 

But  read  between  the  lines  and  you 
find  the  government  remains  commit- 
ted to  such  refor-ms  as  opening  the  vital 
insurance  sector  to  private  investment. 
The  reason  Chidambaram  will  have  to 
maintain  some  forward  momentum  is 
India's  oveniding  need  for  foreigTi  capi- 
tal. The  new  administration  is  looking  to 
attract  $10  billion  in  foi-eigii  direct  in- 
vestment annually — about  the  amount 
India  has  seen  since  hberalization  be- 
gan in  1991.  Controversy  over  limiting 


SEEKING  CONSENSUS:  Til  e  finance 
chief  knows  the  art  of  doublespeak 


be  able  to  get  what  he  wants  because 
knows  the  art  of  doublespeak.  It's  n 
what's  wiitten  into  the  new  economic  p 
icy  that  matters,  but  how  it's  intei-prete 
Says  a  United  Front  official:  "The  pc 
tiuing  will  be  that  of  a  moderate,  but  tl 
actions  will  be  those  of  a  liberal." 

The  savvy  Finance  Minister  is  knov 
as  an  intensely  ambitious  man  wl 
wants  to  leave  his  mark.  "This  is  h 
moment,"  says  Peregrine's  Pike.  F 
now,  the  government  still  needs  to  w 
the  June  10  confidence  motion,  aft 
which  the  budget  drafting  can  begi 
Then  it  may  be  easier  to  separate  tl 
rhetoric  from  the  reality. 

By  Manjeet  Kripalani  in  New  Del 
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Which  Kind  of  Investor  are  You? 


Primitive  investors  were  always  stalking  the  bull.  And  fearing  the  bear. 
But  slowly,  some  investors  came  to  understand  seasons  and  cycles.  They  settled 
down  and  worked  to  build  wealth.  They  learned  to  thrive  while  others  fought 
to  survive.  Your  financial  advisor  will  want  to  know:  are  you  hoping  to  make 
a  killing?  Or  have  you  evolved  into  a  more  civilized  investor?  Ask  your  financial 
advisor  about  Kemper  Funds  or  call  1-800-Kemper-l  ext.  818. 

m  KEMPER  FUNDS 

Before  you  invest  or  send  money,  carefully  read  the  brochure  and  prospectus  containin;;  more  complete 
information  including  management  fees  and  expenses.  ©1996  Kemper  Distributors,  Inc.  1011670 

http://www.kemper.com 
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WHY  BORIS  IS  BREATHING 
A  LITTLE  EASIER 


Only  a  few  months  ago,  Boris  Yeltsin  seemed  a  physical 
week  and  nearly  dead  politically.  But  now  the  Russian 
President  is  acting  like  his  old  self,  pressing  the  flesh  at 
campaign  stops  and  gyi-ating  at  rock  concerts.  The  display  of 
personal  vigor  as  well  as  some  smart  campaigning  have  put 
Yeltsin  in  a  good  position  to  beat  the  Communist  candidate, 
Gennady  Zyuganov,  in  the  upcoming  Russian  presidential 
election.  Yeltsin  has  won  over  the  media  and  softened  the 
blows  of  reform  with  big  promises  of  cash.  Above  all,  he 
has  bluntly  reminded  discontented  Russians 
that  life  under  communism  wasn't  the  picnic 
some  now  say  it  was. 

Most  reputable  polls  now  put  Yeltsin  ahead 
of  Zjaiganov.  But  Russian  polls  are  notoriously 
unreliable,  and  many  observers  still  expect 
Zyuganov  to  lead  Yeltsin  after  the  first  round 
of  voting  on  June  16.  But  with  11  candidates  in 
the  race,  Zyuganov  is  likely  to  fall  short  of 
the  outright  majority  needed  to  win  the  presi- 
dency on  the  fu'st  round.  That  would  force  a 
ranoff  on  July  7.  Many  analysts  now  believe 
that  the  undecideds  and  supporters  of  other 
candidates  would  give  Yeltsin  the  nod  in  a  sec- 
ond round. 

BUSINESS  BOOST.  Yeltsin's  campaign  has  been 
sharp  from  the  beginning.  His  advisers  have 
kept  him  focused  and  they  have  quite  skillfully 
painted  Zyuganov  as  a  figure  who  might  drag 
Russia  back  to  the  Dark  Ages.  Business  contributions  have 
given  Yeltsin  a  big  fimding  advantage  over  Zyuganov.  And 
Yelt.sin  has  won  the  support  of  the  once  hostile  media,  which 
fears  a  return  to  censorship  under  the  Communists. 

At  the  same  time,  the  Russian  chief  has  been  quite  suc- 
cessful at  making  inroads  into  Zyuganov's  natural  con- 
stituency— losers  under  reform  such  as  pensioners  and  the 
many  workers  who  are  not  receiving  theu-  salaines.  Yeltsin  has 
promised  them  more  than  $1.6  billion  in  back  wages  as  well  as 


YELTSIN:  Good  gy  rations 


fatter  pensions.  Indeed,  his  economics  team  fears  he  is  goir^ 
to  squander  Russia's  hard-won  economic  stability  by  plungirl 
the  country  into  debt.  ' 

Meanwhile,  Zyuganov's  team  has  huit  itself  thi'ough  squaji 
bhng  and  pratfalls.  Zyuganov's  economic  platform,  for  \]i 
stance,  has  been  a  dud.  The  huge  protective  taiiffs  it  calls  f(. 
are  being  jeered  on  the  street.  Russians  relish  the  availabi' 
ity  of  consumer  electronics  from  Asia,  American  chickens,  ar( 
other  imported  goods,  regardless  of  how  expensive  they  aii, 
"There  should  be  a  choice,"  says  Marina,  a  3^ 
year-old  Russian  soldier  who  had  just  bought  ■ 
ulass  Siemens  coffeemaker  for  $30 — a  lot  ■ 
lier — in  Moscow.  "This  one  is  beautiful;  a  Ru 
sian  one  would  be  made  of  iron,"  she  says,  i-; 
FUMBLING  FOE.  The  Russian  press  and  econ| 
mists  have  also  blasted  Zyuganov's  plans  'i 
boost  state  spending  to  bolster  production  ;i 
unworkable,  and  they  have  labeled  his  notion  ' 
renewing  energy  price  controls  as  a  recipe  ft! 
Soviet-style  waste.  Strangely,  his  program  faii 
to  mention  renationalization  of  newly  privi 
tized  industry,  something  dear  to  many  Corl 
munists.  Zyuganov  may  well  move  in  this  cj 
rection  should  he  win,  but  this  glaring  omissicl 
shows  how  divided  his  supporters  are. 

Of  course,  Russians  know  that  Yeltsin 
deeply  flawed  as  well.  They  worry  that  on 
the  challenge  of  reelection  is  over,  he'll  si 
back  into  the  torpor  that  has  allowed  coiTuption  to  flourii 
and  contributed  to  blunders  such  as  the  Chechen  war 

Such  doubts  and  the  volatility  of  the  electorate  mean 
Yeltsin  victory  is  far  fi'om  a  sure  thing.  For  instance,  the  ne 
fascist  candidate  Vladimir  V.  Zhirinovsky,  who  has  run  a  fl 
campaign  so  far,  has  a  habit  of  surprising  the  pollsters,  wl 
put  his  support  at  5%  to  7%.  But  on  the  eve  of  this  critic 
election,  Boris  Yeltsin  looks  like  the  comeback  kid. 

By  Peter  Galiiszka  in  Mosco 


GLOBAL  WRAPUP 


FRENCH  TAX  CUTS 

►  Tax-cut  fever  is  spreading  across 
Europe.  Last  month,  German  Chan- 
cellor Helmut  Kohl  announced  a  dra- 
matic plan  to  slash  income  taxes.  Now 
French  Prime  Minister  Alain  Juppe 
says  he'll  launch  a  five-year  tax  over- 
haul in  September.  An  experts'  com- 
mittee is  urging  him  to  ci  t  the  top 
rate  on  personal  income  tax  from 
56.8%  to  40%.  Juppe  promises  to  kill 
the  10%  corporate-tax  surcharge  and 
2%  value-added-tax  hike,  but  it's  not 
clear  when.  Various  tax  breaks  will  be 


abolished  and  a  health-care  tax  creat- 
ed to  spread  costs.  Juppe  says  tax 
cuts  hinge  on  spending  cuts,  so  tax- 
payers probably  won't  get  relief  soon. 

MURDOCH  WANTS  OUT 

►  The  picture  is  fading  at  Europe's  big 
digital-television  alliance.  Unhappy 
with  delays,  Rupert  Murdoch's  satel- 
lite TV  company,  British  Sky  Broad- 
casting, has  warned  partner  Bertels- 
mann that  it  may  bail  out.  Dubbed 
Newco,  it  was  formed  in  March  along 
with  France's  Canal  Plus  and  Havas. 
The  fight  erupted  over  Mui'doch's 


desired  access  to  the  1.2  million  sub-  f 
scribers  of  Premiei'e,  Bertelsmann's 
German  pay-TV  channel.  German  medii 
baron  Leo  Kirch,  who  owns  part  of 
Premiere  and  plans  a  rival  digital  TV 
ventiu'e,  has  blocked  Mui'doch.  i 

KLAUS  TO  STAY  j 

►  Czech  Prime  Minister  Vaclav  Klaus  i 
may  survive  his  poor  showing  in  the 
recent  elections.  But  Klaus  will  prob-; 
ably  have  to  make  some  concessions 
to  his  Social  Democrat  rivals.  The  pri 
vatization  of  utilities  and  deregulatioij 
of  energy  could  slow  down. 


I ice  a 
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The 
biggest  news 

in  copiers 
and  printers 

since  the 
invention  of 
copiers  and 
printers. 

Oce  is  proud  to  announce  that  Siemens      printing  and  plotting  technologies. 
\lixdorf  Printing  has  joined  our  family.  And  with  our  combined  experience  and  engi- 

As  the  market  leader  in  high-volume,  digital      neering  skills,  the  new  Oce  is  poised  to  lead  the 
printing  systems,  Siemens  Nixdorf  Printing  represents      digital  future  of  reprographics. 
:he  perfect  addition  to  the  Oce  Group.  ^ — ^        So  watch  for  the  name  Oce. 

Together,  we'll  offer  one  of  the  world's  /  jk  Because  today's  big  news  is  just  the  start  of 
Tiost  advanced  lines  of  digital  copying,     oce      some  truly  big  ideas. 


Oce  and  Siemens  Nixdorf  Printing.  The  new  global  force  in  printing. 


m 


It  I 

it  at 


"Will  a  14-year-old  ^ 

sociopath 


bring  my  company 


to  its  knees?" 


(ECURE 


It  can  keep  you  up  at  night,  the 
thought  of  some  wily  hacker, 
worse,  a  paid  professional,  creeping  through 
ir  company's  most  valuable  information, 
t  if  you  keep  your  network  sealed  tight  to  avoid 
Information  Superhighwaymen,  you  11  miss 
on  all  the  resources  and  opportunities  the 
srnet  has  to  offer. 

There  are  other  issues.  What  sort  of 
ess  should  your  employees  have  to  the  Net? 
w  do  you  control  it?  What  about  viruses? 
iat  happens  to  e-mail,  transaction  orders,  legal 
mments  and  electronic  funds  once  they've 
your  secure  enclave? 

At  IBM,  some  of  our  smartest  people  are 
ddng  on  the  problem  of  inl'Mniiilioii  M-rm  ily. 
e  group  consists  of  "ethical  hackers"  who  try 
)reak  into  your  system  and  reveal  the  cracks 
four  armor. 

Once  we  know  your  vulnerabilities,  we 
ct  multilayered  firewalls  and  install  the  latest 
VI  Antivirus  protection  software  from  our  labs, 
d,  in  the  event  of  a  break-in,  an  Emergency 


Response  Security  Team  is  standing  by  around 
the  clock  to  detect  it,  contain  it  and  stop  it  from 
happening  again. 

If  you're  just  starting  to  build  your  own 
network,  the  IBM  Global  Network  gives  you 
the  security  and  Internet  access  you  need,  from 
Turkey  to  Thailand  and  43  other  countries 
around  the  world. 

Every  day,  more  people  and  more  infor- 
mation make  the  world  of  networked  computing 
a  place  of  incredible  opportunity  and  trans- 
formation. All  the  minds  and  resources  of 
IBM  are  committed  to  helping  you  get  from  here 
to  there.  Safely. 

Stop  by  \vvv\v.il)m.ci)iii  or  call 
I  HOP  lini-70!!(Kcxl.  (;2()  l,forour  In  r  If.-pti^c 
l»nokj(M  highlighting  how  IBM  can  help  your 
business  thrive  over  the  Internet.  We'll  also  send 
you  our  brochure  on  the  IBM  SecureWay™  family 
of  products  and  services. 


Solutions  for  a  smaU  planet™  = 


The  Workplace 


UNIONS 


CAN  THE  UAW  PUT 

A  BRAKE  ON  OUTSOURCING? 

Chrysler  may  be  the  first  to  be  targeted  in  contract  tallcs 


Jackhammers  pound  away  in  the 
parking  lot  of  Chrysler  Corp.'s 
glassmaking  plant  in  Detroit. 
They're  making  way  for  a  65,000-square- 
foot  addition  the  auto  maker  never 
wanted  to  build.  Chi-ysler  agi'eed  to  the 
expansion  only  after  a  three-day  strike 
by  the  United  Auto  Workers  (UAW)  last 
November.  Faced  with  the  prospect  of 
running  out  of  windshields  for  its  hot- 
selling  minivans  and  pickup  trucks, 
Chrysler  backed  off  on  seUing  the  aged 
factory  and  instead  agreed  to  invest  $70 
milhon  to  expand  its  production. 

The  UAW  hopes  to  repeat  this  suc- 
cess on  a  larger  scale  when  talks  over 
new  labor  pacts  with  Detroit  open  on 
June  10.  Record  profits  and  sizzling  sales 
make  Chrysler  the  odds-on  choice  as 
the  union's  fii-st  target.  UAW  officials  also 
figure  that  because  Chrysler 
already  makes  less  of  the 
content  of  its  vehicles  in- 
house,  it  will  more  easily 
agree  to  curtail  the  outsourc- 
ing of  pails  work  to  suppli- 
ers. Yet,  if  the  union  wins  too 
much  from  ('hrysler.  General 
Motors  Cori).  may  refuse  to 
sign  a  similar  contract,  gm's 
lumbering  Delphi  parts  unit, 

UAW'S  YOKICH:  The  union 
has  won  local  concessions 


i 


GLASS  FACTORY:  Chrysler  scuttled 
plans  to  sell  after  a  three-day  strik. 


which  employs  23%  of  gm's  220,000  UAW 
workers,  has  outsourced  steadily  in  re- 
cent years  to  cut  costs.  Management's 
resolve  to  continue  the  process  led  to 
the  17-day  stiike  at  Delphi's  brake  plant 
in  Dayton  earlier  this  spring. 

A  compromise  may  yet  be  possible. 
Chrysler  would  siu-ely  fight  a  total  out- 
sourcing ban,  but  it  might  agi-ee  to  offset 
outsourced  jobs  by  bringing  other  work 
in-house,  as  it  did  at  the  Detroit  glass 
factory.  That  would  give  management 
the  flexibility  to  farm  out  specific  parts  it 
feels  can't  be  made  efficiently  in  a 
Chrysler  plant.  And  the  imion  still  would 
attain  its  key  goal  of  holding  the  number 
of  jobs  steady.  Ford  Motor  Co.  probably 
could  live  with  such  a  trade-off,  its  ex- 
ecutives indicate.  But  if  gm  were  to 
swallow  such  a  deal,  it  probably  would 


CHRYSLER:  THE  LEANEST 
OF  THEM  ALL 


i 


GM 


CHRYSLER  FORD 
APERCENT 

DATA:  MICHIGAN  INDUSTRIAL  TECHNOLOGY  INSTITUTE 


insist  first  on  closing  or  selling  some 
Delphi's  12  money-losing  plants.  GM 
would  face  resistance  from  Wall  Stre 
which  thinks  the  auto  giant  must  shr 
more  as  its  productivity  improves.  M 
gan  Stanley  Group  Inc.  analyst  Stepl 
J.  Girsky  warns  that  such  a  contn 
would  be  "a  dangerous  precedent." 

Although  outsoiu-cing  has  been  a 
button  issue  between  Detroit  and 
UAW,  it  never  has  been  clear  just 
much  of  it  goes  on.  The  rule  of  thu: 
since  the  mid-1980s  has  been  that 
makes  70%  of  its  parts.  Ford  50%, 
Chrysler  30%.  Recently,  Chrysler  1 
argued  that  instead  of  simply  counti 
the  sheer  volume  of  parts  made  per 
hide,  a  more  accurate  yardstick  wo 
be  to  tally  the  share  of  parts  made 
ternally  on  a  cost  basis.  The  comp; 
cites  a  new  study  by  the  Michigan 
dustrial  Technology  Institute,  wh; 
found  that,  by  this  measure,  GM  p 
duces  45%  of  its  vehicles  in-house,  F( 
38%,  and  Chrysler  34%  (chart). 
CONFRONTATIONS.  Chrysler  is  eager 
highlight  the  new  numbers,  hoping 
head  off  the  UAW's  demands  on  o 
sourcing.  Already,  the  issue  has  tr 
gered  a  string  of  local  conft-ontatio 
Last  year,  for  instance,  the  UAW  calle< 
nine-hour  walkout  at  Chrysler's  Koko 
(Ind.)  transmission  factoiy.  And  wa 
outs  were  only  narrowly  averted  at  1 
company's  Kenosha  (Wis.)  engine  pi 
and  its  Huntsville  (Ala.)  electron 
plant.  Each  time,  Chrysler  agreed 
move  new  work  into  the  plants  to 
cure  peace  and  keep  its  assembly  lii 
humming. 

The  glass-factory  dispute  shows  h 
far  Chrysler  will  go.  Currently,  Chiys 
makes  about  70%  of  its  own  glass,  w 
the  rest  supphed  by  nonunioniz 
Guardian  Industries  Corp.  Last  ye 
Chrysler  wanted  to  sell  its  1950s-( 
plant  or  go  into  a  joint  venture.  I 
the  plant's  1,000  hourly  workers  watt 
off  the  job.  "We  would  have  lost  eve 
thing  we  had  gained 
Guardian  or  somebody  e 
bought  it,"  says  Clark  Da\ 
a  28-year  veteran  of  t 
plant. 

To  settle  the  strike  befi 
it  disiupted  supply  of  its  p 
ular  vefiicles,  Chrysler  agn 
to  replace  some  of  the  plar 
ancient  furnaces,  expand 
capacity,  and  bring  in  wii 
shield  work  on  two  new 
hide  models  by  2001.  All  t 
could  boost  employment 


No  Investment  Is 
Wony  fVee.  But  Our 
Value  f\md  Might 

Ease  ta  Mind.  : 
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Annual  Total  Returns  as  of  3/31/96 

Twentieth  Century  Volue     Average  Domestic  Equity  Fund 

One  Year           27.9%  28.5% 
Since  Inception    18.0%  13.8% 

-         )                                (s/:ll/9:i  -  3/31/96) 

Twentieth  Centuiy's  Value 
fund  has  an  objective  you  might 
find  intriguing:  long-term  appre- 
ciation with  gi'eater  price  stability. 
And  the  results?  So  far,  so  good. 
As  one  investment  analyst  put  it, 
"What  I  liked  most. . .  is  that 
(Value)  achieved  this  high  perfor- 
mance with  veiy  little  volatility." ' 

Of  coui'se,  past  performance 
doesn't  guarantee  the  future. 


Price  fluctuations  are  inevitable 
and  could  be  fairly  substantial. 
Nevertheless,  Value  is  the  kind 
of  investment  that  might  just 
help  you  relax. 

Call  Twentieth  Century 
and  find  out  why  you  don't 
have  to  be  in  the  right  place 
at  the  right  time.  You  just 
have  to  be  in  the  right  place, 
over  time. 


1-800-345-2021 

http:  //  netwi  iith.galt  .conVtwencent 
AOL  keyword:  TVentieth  Century 


'Dofo  quoted  lepresents  post  performonce  ond  ossumes  leinvestment  of  oil  distiibulions.  Post  perfoimonce  is  no  guoiontee  of  futuie  [esults  Investment  return  ond  principol  tfolue  will  flui^ale,  ond  redemption  volue  moy  be  more  oi  less 
ttion  otiginol  cost.  -As  defined  by  Lipper  Anolyticol  Services,  Inc.  forecosts  S  Stiotegies,  February  1 996,  For  more  complete  infoimotion,  including  choiges  ond  expenses,  please  request  o  prospectus  ond  rood  it  corefully  before  investing 
You  con  call  us  foi  o  piospectus  or  visit  oui  Web  or  AOL  site  to  download  or  view  o  prospectus  on-line  PO  Box  419200,  KonsosCity,  MO  64141-6200.  Twentieth  Century  Securities,  Inc.,  ©  1996  Twentietti  Century  Services,  Inc 
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JUST  ONE  OF  78  Ml 

DESTINATIONS  WE  FLY  TO  : 


immodestly  point  out,  not  only  makes  us 
one  of  the  fastest  growing  airlines,  but 
also  one  of  thie  world's  top  carriers. 
It'*  jutt  on«  mor«  pl«a«ant  surprise 
year  by  year,  our  list  of  destinations  has  steadily  grown.  This  year,  we  will  carry  you'll  find  with  Kortsn  Air,  and  on» 
23,000,000  people  across  five  separate  continents,  to  78  cities.  Which,  we  must       mor«  rsason  you  should  fly  with  Uf. 
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Marketing 


400  jobs.  Today,  the  plant  is  off 
Chrysler's  hit  list  and  has  a  fighting 
chance  to  win  glass  contracts  away  from 
Guardian.  Even  local  managers  are  en- 
thusiastic. "Oui'  goal  is  to  insource  100% 
of  Chiysler's  glass,"  says  plant  manager 
Barry  Blalock. 

Local  agi'eements  like  these  have  led 
the  HAW  to  believe  that  Chrysler  will  ca- 
pitulate to  its  outsourcing  demands  in 
national  talks.  The  union  also  intends 
to  push  Chrysler  to  hire  more  union- 
ized engineers  and  to  add  a  foundry 
and  stamping  plant.  "They  won't  roll 
over,  but  they'll  tilt  pretty  heavily  in 
om-  direction,"  predicts  one  UAW  source. 
ZEALOUS.  Still,  the  union  probably  won't 
win  an  outright  outsoui'cing  moratorium. 
Chiysler  will  zealously  guard  its  right  to 
decide  which  parts  to  buy  fi'om  suppli- 
ers. Management  also  won-ies  that  the 


If  the  union  wins  too 
much  from  Chrysler, 
GM  may  refuse  to  sign 
a  similar  contract 


company's  resurgence  could  stall  if  it 
loads  up  on  new  paits  jobs  before  the 
inevitable  downturn  in  the  auto  mar- 
ket. "If  it  doesn't  kill  you  now,  it'll  kill 
you  later,"  says  one  Chrysler  executive. 

GM  feels  the  same  way — and  then 
some.  Delphi  has  whittled  its  money-los- 
ing plants  from  50  to  12  in  recent  years, 
and  the  $26-bniion-a-yeai-  luiit  now  makes 
money  overall.  But  some  of  its  progi-ess 
stems  from  heavy  outsourcing.  And  it 
has  earmarked  four  of  the  12  money- 
losers  for  sale  or  closure,  gm  will  do  all  it 
can  to  keep  DelpM  fi'om  getting  boxed  in 
by  new  strictiu-es.  "Delphi  was  too  big," 
says  J.T.  Battenberg  III,  Delphi's  presi- 
dent. "We  had  too  many  mouths  to  feed 
with  hmited  capital." 

Even  so,  GM  solved  the  Dayton  dis- 
pute in  the  same  .fashion  as  Chrysler: 
by  offsetting  lost  work  wdth  other  new 
jobs.  GM  won't  like  a  national  contract 
that  requires  such  offsets,  but  that  option 
may  be  more  palatable  than  the  billion- 
dollar  losses  a  long  strike  would  inciu*, 
particularly  if  the  union  agi-ees  to  the 
shuttering  of  some  low-perfonning  plants. 

Bringing  about  this  delicate  balance 
will  requir-e  some  deft  footwork  by  the 
l!AW.  Pi-esident  Stephen  P.  Yokich  wants 
to  win  enough  from  Chrysler  to  put  a 
dent  in  Detr'oit's  outsourcing.  Winning 
too  much,  though,  will  make  gm  balk.  If 
Yokich  can  walk  that  thin  line,  the  in- 
dustry may  yet  get  through  the  cur- 
rent talks  without  a  blowup. 

By  Bill  Vlasic  in  Detroit 


BRANDS 


THE  SOUL 
OF  A  NEW  NIKE 


It's  bounding  into  every 
sports  market,  from  hockey 
and  soccer  to  Chinese 
women's  basketball 

Nike  Inc.  loves  to  burnish  its  mav- 
erick image.  Two  years  ago,  the 
footwear  giant,  based  in  Beaver*- 
ton,  Oi-e.,  noisily  paid  the  legal 
bills  for  figure  skating's  bad  girl,  Tonya 
HaixUng.  More  controversy  ensued  when 
Nike  outfitted  tennis  contender  Mary 
Pierce  in  a  provocative  black  halter 
dress  during  her  surprise  loss  at  the 
French  Open  on  May  31.  But  Nike's 
most  shocking  antic  may  have  come  eai'- 
lier  this  year,  when  Chief  Executive 
Philip  H.  Knight  brashly  forecast  that 
Nike  would  double  in  size — fi'om  $6  bil- 
lion to  $12  billion  in  revenues — within 
just  five  years. 

Given  the  propensity  of  disappointed 
shai'eholders  to  sue  managers  who  over- 
pi-omise.  Knight's  prediction  is  as  gutsy 
as  Michael  Jordan's  brief  leap  fr-om  bas- 
ketball to  baseball.  "In  sports,  if  you 
don't  keep  score  and  just  go  out  and 
play,  it's  harxl  to  define  what  you'r-e  try- 
ing to  aspii-e  to,"  explains  Nike  Presi- 
dent and  Chief  Operating  Officer  Thomas 
E.  Clarke.  "A  number  says,  here's  the 
potential."  And  what  say  the  scorekeep- 
er"s  on  Wall  Street?  Nike's  stock  has 
soared  52%  this  year,  to  a  i-ecent  101. 
To  reach  its  self-imposed  finish  fine. 


EYEWEAR 
GLOVES 

EQUIPMENT 
SKATES 
APPAREL 
SERVICES 


The  Other  Nike 

Sunglasses,  swim  goggles 


Golf  gloves,  weight-lifting  gloves, 
batting  gloves 

Hockey  sticks,  basketballs,  soccer  balls 
Inline  skates,  hockey  skates 
Swimsuits,  team  jerseys,  hats 
Sports  management,  retailing 

DATA  COMPANY  REPORTS 


I  lirifHaiHi/l  IJ  hl'iKUl  yocWM,  "J\iki' 
lines  run  the  rink  (if  orcrcxfiosv ri'"  i 

Nike  is  embarking  on  a  risky  strategy  tl 
transfoiTn  itself  fi'om  a  shoemaker  into  f 
global  sporls  and  fitness  company.  Nik' 
is  not  about  to  abandon  athletic  footweaj 
a  business  it  dominate! 
woridwide  with  more  tha 
$4  billion  in  revenues.  Bi; 
footwear  is  a  matui-e  bus 
ness,  particularly  in  th 
U.  S.,  wher^e  Nike  alread 
has  37%  of  the  mar-ket. 
LOGOMANIA.  So  25-year 
old  Nike,  which  alread 
derives  mor-e  than  a  quar 
ter-  of  its  sales  from  aj: 
par-el  and  accessories,  i 
now  slapping  its  famiUa 
"swoosh"  logo  on  ever\ 
thing  from  sunglasses  t 
soccer  balls.  Then  ther 
are  the  plans  to  ope 


Responsive  Solutions  • 
A  policy  of  helping  insurers  anticipate  risk. 


Regulatory  pressures,  increased  competition 
nd  a  changing  risk  profile  have  caused  insurance 
ompanies  to  seek  a  wider  array  of  capital-raising 
Itematives. 

Whatever  the  challenge,  First  Union  Capital 
ts  Group  can  help.  With  responsive 
Dlutiorvs  designed  to  meet  each  client's  unique 
eeds  and  demanding  timetables,  we  can  prepare 
3u  for  any  possibility. 

That's  why,  since  year-end  1 993,  First  Union's 
nancial  Institutions  Group  has  participated  in 
sarly  40  transactions  representing  over  $6  billion 

capital  raised. 


Perhaps  First  Union  should  be  on  your 
short  list  if  you're  looking  for  a  capital  markets 
partner.  We'd  like  the  opportunity  to  show 
you  why  > 


Capital  Markets  Group 


996  First  Union  Corporation 


Marketing, 


more  Nike  Town  company 
stores  in  cities  here  and  over- 
seas. And  Nike  has  started  to 
spend  lavishly  to  build  the 
kind  of  brand  association  it  al- 
ready has  with  basketball  in  the 
U.  S.  with  other  sports  in  other 
countries. 

But  expanding  the  franchise  car- 
ries plenty  of  risk.  Nike  built  its 
name  bringing  cutting-edge  design  and 
technology  to  athletic  shoes.  By  branch- 
ing out,  it  may  end  up  diluting  the 
brand  and  disappointing  consumers  if 
it  can't  maintain  the  same  quality  and 
innovation  across  all  products. 

Nike  is  also  counting  on  explosive 
sales  in  its  apparel  line  for  a  big  chunk 
of  its  gi-owth.  T-shirts,  sports  bras,  hats, 
and  the  rest  of  its  apparel  business 
should  ring  up  more  than  $1.5  billion 
in  sales  this  year,  up  from  from  $897 
million  in  1995.  Clarke  predicts  that 
they  could  contribute  40%  of  sales  by 
the  end  of  the  century. 
CLIMBING  WALLS.  At  the  same  time,  the 
company  hopes  to  rack  up  an  additional 
$500  million  annually  from  its  nascent 
sports-equipment  business.  It  plans  to 
use  its  ti-ademark  tactics — big-name  en- 
dorsements, splashy  promotions,  and 
lots  of  attention-gi'abbing  ads — to  ex- 
tend the  Nike  brand  name  into  new 
sports,  including  hockey,  swimming,  and 
soccer.  And  it's  not  just  making  the  uni- 
forms. Athletes  can  choose  from  Nike- 
brand  hockey  sticks,  swim  goggles,  and 
soccer  balls.  To  make  sure  its  soccer 
shoes  are  as  good  as  its  nmning  shoes, 
Nike  doubled  the  size  of  its  design  staff, 
to  200.  "Anything  that  is  truly  involved 


SPLASHY  ADS:  ill  sporl.>  MiwUl  hook 
Sivimmers  can  up  with  Nike,"  says 
buy  goggles,  too  Clarke. 

That  includes 
managing  the  careers  of  athletes.  Nike 
currently  represents  some  15  athletes, 
including  Olympic  skier  Picabo  Street 
and  football  star  Deion  Sanders.  It  also 
includes  retailing.  Nike  plaas  t  o  add  thi-ee 
Nike  Town  stores  this  year  to  the  four 
already  open  in  the  U.  S.  and  is  hunting 
for  retail  space  in  Japan,  Gemnany,  and 
England.  The  glitzy  stor-es,  with  climbing 
walls  and  basketball  courts  for  trying 
out  the  goods,  are  meant  to  build  the 
brand  rather  than  just  move  products. 


ed  ^, 


Nike    also  is 
counting  on  overseas  sales  to  fuel 
growth.  It  estimates  that  international 
sales  will  gi-ow  from  35%  of  total  rev- 
enues last  year  to  greater  than  half  in 
the  next  five  years.  After  spending  hun- 
dreds of  millions  of  dollars  on  endorse- 
ment contracts  with  such  high-profile 
athletes  as  Jordan  and  Ken  Griffey  Jr., 
as  well  as  on  overseas  deals  including  a 
handball  team  in  Geimany,  track 
and  field  athletes  in  Kenya,  and 
a  women's  basketball  star  in 
China,  its  name  and  logo  are  . 
recognized  around  the  world,  i 
"It's  the  only  company  that  ' 
has  successfully  managed 
to  sell  a  way  of  life 
with  its  products,"  says 
Joachim  Schr5der,  pur- 
chasing  director  for 
Germany's  Karstadt  de- 
partment stores. 

Still,  Nike  will  need 
more  than  its  name  and 
considerable  wealth  to 
keep  up  the  momentum. 
First,  it  will  have  to 
manage  its  growth  in  a 
way  that  doesn't  dilute 
the  Nike  brand.  Industry 
experts  say  Nike's  massive 
global  expansion,  coupled  with  its  en- 
try into  new  sports,  such  as  ice  hock- 
ey and  baseball,  raises  questions 
al3out  whether  the  company  is  losing 
focus.  "Nike  does  run  the  risk  of 
overexposure,"  says  retail  consultant 
Kurt  Barnard. 

STAR  WARS.  Meanwhile,  competitors, 
particularly  Adidas  and  Fila,  aren't  sit- 
ting on  the  sidehnes.  Both  companies 
have  come  on  strong  with  key  endorse- 
ments and  new  products  aimed  at  Nike's 
core  footwear  franchise.  Adidas 
spokesman  Peter  Csandi  says  his  com- 
pany, based  in  Gennany,  plans  "to  cause 
[Nike]  as  much  trouble  in  the  U.  S.  as  it 
has  caused  us  in  Europe."  A  lot  of  that 
trouble — warfare  might  be  a  better 
word — centers  on  soccer.  With  about  a 
6%  share  of  the  worldwide  soccer-shoe 
market,  Nike  has  never  seriously  chal- 
lenged Adidas,  which  dominates  in  soc- 
cei'  footwear  and  apparel.  But  to  woo 
fans  from  Latin  America  to  Europe, 


SWOOSH:  Nike 
aims  to  sell  a 
way  of  life 


1 


Nike  is  now  g|i 
ing  flat  out  after  tlj' 
world's    most  populifc 
sport.  "It's  the  highest  prio| 
ity  for  us,"  says  Clarke. 
Besides  working  feverishly 
develop  new  soccer  shoes,  Nike 
upping  the  markel 
ing  ante  in  a  bjl 
way.  It  has  signti 
key  internation 
players   and  pal 
more  than  $20  million  in  1994  to  spo| 
sor  the  formidable  Italian  team, 
amount  believed  to  be  greater  than 
other  offers  combined.  The  company  jr 
cuirently  locked  in  a  heated  battle  wm., 
Adidas  over  sponsorship  of  the  Brazil? 
ian  team,  with  bids  rumored  to  excetl 
$200  million — even  though  Brazil's  coijl' 
tract  with  rival  footwear  m2k(h 
Umbro  International  isn't  up  unip 
^  I  1998.  "I  look  at  it  as  Ronald  Re; 
^\   gan's  Star  Wars  approach  wit 
l|j  Russia,"  says  James  ' 

Goi-man,  ceo  of  D,? 


ad  or  a 
K  Inc., 


1^ 


JUST  DO  IT: 

Apparel  could 
hit  $1.5  billion 


Americi? 
a  leadiri;- 
maker  of  socct' 
^  uniforms  ani 
m  shoes.  "They  sa, 
see  if  you  want  t; 
outspend  us." 
This  summd; 
alone,  Nike  wi„ 
pour  $35  mi' 
lion  into  ac^ 
with  Olyn! 
pics  themes,  % 
showcase  its  iii 
ternational  effoH 
and   to  introdu( 
its    newest  foa 
weai'  technology,  A 
Zoom,  as  well 
several  styles 
eyewear.  And,  since  this  is  Nike,  thes 
ads  are  ambush-style;  Nike  hasn't  paj 
a  cent  to  become  an  official  Olymp: 
anything. 

Nike  plans  32  separate  print  an 
broadcast  ads,  triple  its  effort  at  th 
Barcelona  games.  "This  is  our  first  tn 
ly  global  effort,"  says  Nike  division; 
advertising  manager  Nancy  Monsarra 
And,  say  some  observers,  the  beginnin 
of  Nike's  quest  to  take  ovei-  all  facets  ( 
sports.  "Nike  is  eventually  going  to  coi 
trol  the  whole  event,"  from  theme  parP 
to  team  ownership,  predicts  Diadora 
Gorman,  a  former  Nike  executive.  Nik 
says  it's  not  pursuing  such  a  grandios 
scheme.  But  this  is  one  company  that 
full  of  surprises. 

By  Linda  Himelstein  in  Beavertoi 
Ore.,  with  Peggy  Salz-Trautman  in  Bon 
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If  your  company  is  planning  an  event  like  this 
in  the  future,  we'd  be  happy  to  give  you  an  estimate. 


*4        Man  in  Butler  leaned  hack  and  look  a 
deep  breath.  He'd  just  added  it  all 


up:  15,000  new  telephone  lines,  2.400 
III 

4tiantal9%  audio  circuits,  600  digital  \  ideo 

;£Sl5SS'i^i  circuits.  And  that  wasn't  all.  Even 
for  a  BellSouth  engineer  like  Marvin,  all  that 
went  into  an  event  like  the  1996  Atlanta  Olympic 
Games  was  staggering. 

Systems  so  vast,  these  could  be  called  the  first 
Olympic  Games  of  the  Information  Age:  an  enhanced 
network  for  u  ireless  \  oice.  paging,  messaging  and 


data  transfer  Pius  wireline  service  for  voice,  data 
and  video.  Part  of  the  communications  backbone  Jor 
over  two  million  visitors  to  the  Olympic  Games,  and 
an  additional  25,000  roaming  cellular  customers. 
Plus  the  16  million  businesses  and  families  BellSouth 
ser\  es  over  a  nine  state  region. 

BellSouth  can  provide  quality  services  and 
technologies,  no  matter  what  size  project  you  have 
in  mind.  Even  after  creating  such  an  advanced 
local  telecommunications  network,  we  don't  expect 
applause.  But  how  about  an  encore? 


BELLSOUTH 

Keeping  You  .Ahead  Of  The  Game.' 


AltaVista"  is  the  fastest,  hungriest  search  engine  on  the\ 


Internet,  the  first  that  can  index  every  word  of  every 


available  Web  page  ( 15  billion  words,  30  million  pages\ 


TEST  DRIVE  THE  FASTEST  SEARCH 

HtTP://WWW.ALTAVISTA.DIGITAL.COIVI      J^^^'  delivering  | 


results  almost  instantly,  even  listing  the  most  relevant  sites 


first.  Since  it  surely  takes  you  longer  to  search  through  less 


stuff  in  your  company's  data,  you're  probably  asking. 


"When  can  we  have  an  AltaVista  around  here?"  And 


the  answer  is,  "Right  now." AltaVista  is  a  Digital\ 


invention,  and  its  technology  is  ideal  for  corporate\ 


intranets.  So  were  making  it  available  to  your  business. 


to  give  your  people  unparalleled  access  to  information. 


to  make  your  company's  network  as  responsive  and\ 


easy-to-use  as  the  Internet  at  its  best. 


mm 

WHATEVER  IT  TAKES To  learn  more,  first  tyy  AltaVista  at  the 


address  above,  then  visit  our  softivareWeb  site  at  http://iininv. 


altavista.software.digital.com  or  call  1-800-336-7890. 

eigee  Digital  Eqmpmenl  Corporalion  Digital,  the  DIGITAL  logo  and  AltaVista  aie  trademarks  and  Wtiate»ei  It  TakPN  n  a 
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STRATEGIES 


BACK  TO  THE 
NITTY-GRITTY 

Trash  king  WMX  is  tossing  out  its  acquisition  strategy 


S 


ometimes  the  path  to  improving 
the  bottom  line  begins  with  small 
steps.  When  gai'bage  haulers  at 
WMX  Technologies  Inc.  recently 
found  that  customers  disliked  the  some- 
times shabby  look  of  their  familiar  bur- 
gimdy  tnicks,  managers  went  to  an  un- 
likely source  for  assistance:  nasa.  They 
discovered  new  paint  fonnu- 
las  and  application  techniques 
that  worked  as  well  on  tnicks 
as  on  rocket  ships.  So  WMX 
is  testing  a  new  program 
with  a  potentially  big  payoff; 
Rather  than  repainting  16,000 
trucks  eveiy  three  years  at 
$2,200  a  pop,  it  may  now  be 
able  to  last  seven  years. 

Such  attention  to  detail  has 
been  missing  at  WMX  for 
much  of  this  decade.  The 
world's  undisputed  king  of 


trash  barreled  around  the  globe,  gob- 
bling up  more  than  700  companies  and 
spending  billions  on  landfill  sites  and 
recycling  plants.  The  Oak  Brook  (111.)- 
based  company  had  enjoyed  astonish- 
ing success:  Between  1970  and  1990,  in- 
come grew  at  roughly  30%  per  year 
compounded.  But  earnings  have  swung 


WMX'S  EARNINGS 
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▲  BILLIONS  OF  DOLLARS  EST 

AFTER  DIVIDENDS,  INTEREST  AND,  CAPITAL  EXPENDITURES 


PARTNERS  IN  GRIME:  Buntroc\ 

will  hand  the  ceo  reins  to 
President  Rooney,  right 

wildly  ever  since.  WMX  didnl 
stop  the  dealmaking  long  enoug 
to  see  that  it  was  digging  itse 
an  ever-deeper  ditch. 

But  now,  the  onetime  Wa 
Street  darling  is  undergoing  i1 
most  thorough  overhaul  since  I 
Wayne  Huizenga  and  Dean  1 
Bimtrock  merged  their  tiny  fan 
ily  hauling  businesses  in  1968  1 
form  Waste  Management  In 
Nearly  $1  billion  in  underpe: 
forming  assets  are  being  sol( 
and  capital  spending  slashe( 
And  on  June  7,  the  day  after  I 
turns  65,  Buntrock  will  han 
over  the  chief  executive's  reir 
to  WMX's  president,  Philhp  1 
Rooney,  51  (box,  page  80).  Ti 
gether,  they're  abandoning  tl: 
gi'owth-by-acquisition  strateg 
in  favor  of  internal  gi'owth  ar 
better  stock  performance.  "Whi 
we've  learned,"  says  Rooney,  " 
that  we  need  to  stay  close  1 
our  core." 

It's  no  wonder  why.  Unhappy  ii 
vestors  watched  shares  fall  from  a  pea 
of  45X  in  early  1992  to  languish  in  tl" 
mid-20s  for  years  afterwai'ds.  In  a  mee 
ing  last  February,  they  warned  mai 
agement  that  their  patience  was  wea 
ing  thin.  Directors  such  as  Peter  I 
Huizenga,  a  cousin  of  Wayne's  who  owi 
1.7%  of  WMX,  have  also  pushed  for  a 
overhaul.  And  on  May  23,  investoi 
gained  a  strong  new  ally  when  hedg 
fund  investor  George  Soros  disclosed 
5.1%  stake  in  WMX.  "We  lost  our  cred 
bility  in  the  investment  community 
concedes  Buntrock,  who  will  remai 
chairman.  Huizenga  left  in  1984. 
ROLLER  COASTER.  With  Soros  at  the: 
heels,  WMX  executives  have  reason 
worry.  Already,  they've  met  twice  wit] 
his  aides.  WMX  recently  announced  pL 
to  repurchase  25  million  shares — an| 
Rooney  hints  he  may  go  up  to  50  mi! 

Hon.  The  moves  have  helpei 
push  the  stock  up  24%,  to  3!; 
since  March. 

It's  a  start,  but  Rooney' 
big  task  remains  smoothin 
out  WMX's  erratic  earning; 
Heavy  write-offs,  stiffening 
competition,  and  skyrocket 
ing  hazardous-waste  costi 
have  kept  earnings  on  \ 
roller-coaster  since  1991.  A 
though  sales  have  gi-own  36' 
since,  to  $10.2  bilhon,  earr 
ings  fi-om  continuing  operij' 
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It's  a  little  known  fact.  How  a  mutual  fund 
is  classified  doesn't  always  indicate  liow  it 
will  Le  invested.  WKetKer  you're  putting 
together  your  own  portfolio  or  a 
plan,  tliis  makes  everv  decision  even  more 
diff  icult.  At  Putnam,  we  continuously 
monitor  eack  fund  to  ensure  tkat  year  after 


PUTTVAM 

INVESTMENTS 


lOSTON-LONDON-TOKYO 


year  it  sti  11  fits  its  classification.  As  a  result, 
our  funds  stay  true  to  form.  So  wkile  we 
always  recommend  you  consult  a  financial 
advisor,  we  also  suggest  you  consult  tke 
firm  wkose  fifty-eigkt  years  of  experience 
kave  taugkt  tke  difference  ketween 
writing  a  lakel  and  standing  kekind  it. 


TIME 


HONORED 


TRADITION 


I  N 


MONEY 


MANAGEMENT 


For  more  information,  call  your  linancial  advisor  for  a  prospectus.  Read  it  careiully  kefore  you  invest. 

Putnam  Mutual  Funds. 


Lite  8  nrf  always  a  picnic.  >  - 
But  it  mt  he  a  ride  in  the  Park. 

Late  nights^arl>^  mornings,  meetings  about  meetings— life  is  hectic. 
Reward  yourself  with  a  quiet  moment  in  the  Park.  Park  Avenue  is  a  beautiful 
place  to  be.  Powerful— with  a  3800  Series  II V6— yet  so  elegant, 
so  luxurious.  It  has  a  way  of  smoothing  out  life's  rough  edges. 
Park  Avenue  by  Buick.  You've  earned  it. 
For  mfere  information,  call  1 -800-4 A-BUICK. 


'he  New  Symbol  For  Quality 
.    -  In  America. 


The  Corporation 


tions  sagged  29%,  to  $654  million  in 
1995,  ft-om  1992's  peak. 

To  get  back  on  track,  Rooney  has  put 
dozens  of  teams,  like  the  one  studying 
truck  paint,  to  work,  searching  foi-  $300 
million  in  annual  savings.  Together  with 
the  sale  of  undei-perfonning  units,  that's 
paying  off:  Golcbnan  Sachs  analyst  Bany 
A.  Mannis  expects  earnings  to  rebound  to 
$938  million  this  year  More  important, 
WMX  is  rebuilding  its  cash  hoaixl:  From  a 
drain  of  $492  milUon  in  1992,  free  cash 
flow  should  be  $700  million  this  year. 

Much  of  the  cash  might  go  to  undo  a 
series  of  spin-offs  by  buying  back  the 
public  shares  of  Wheelabrator  Tech- 
nologies Inc.,  the  water-treatment  unit, 
and  Waste  Management  International 
Inc.,  the  overseas  company  that  han- 
dles solid  and  hazardous  waste.  Over 
the  last  year,  WMX  has  already  bought 
back  its  spin-offs  Chemical  Waste  and 
Rust  International  Inc. 

Those  moves  represent  an  abrupt 
about-face  for  WMX,  but  the  spin-offs 
have  been  financial  disappointments. 
What's  more,  wmx's  new  strategy  is  to 
sell  a  single  package  of  environmental 
services  to  its  big  customers,  far  more 
complicated  with  a  passel  of  semi-inde- 
pendent companies.  But  Rooney  will 
have  to  get  WMX's  four  businesses  to 
start  working  together.  They've  long 
competed,  and  customers  have  com- 
plained about  having  to  make  dozens  of 
calls  to  fix  haulage  problems. 
"GIVE  US  YOUR  WASTE."  Rooney  is  now 
pushing  his  sales  staff  to  sui'vey  cHents 
frequently  on  how  to  boost  sei-vice,  and 
customers  say  they're  starting  to  see 
gains.  "These  guys  had  the  attitude, 
'just  give  us  your  waste  and  we'll  figure 
out  a  price,' "  says  Mike  J.  Slovacek,  a 
senior  envii'onmental  official  at  Chevi'on 
Research  &  Technology  Co.  With  cost 
and  customer  service  improving. 
Chevron  recently  signed  a  pact  with 
WMX  to  handle  all  its  Gulf  Coast  waste. 

Still,  WMX  can't  dally.  It  faces  a  slew 
of  pesky  new  competitors,  from  USA 
Waste  Services  to  Republic  Industries 
Inc.,  the  fast-growing  miniconglomerate 
headed  since  last  August  by  Wayne 
Huizenga.  And  many  long-singed  in- 
vestors remain  cautious.  "They  seem  to 
be  on  the  right  track,"  says  Donald  D. 
O'Neal,  vice-president  of  Capital  Re- 
search Co.,  holder  of  about  5%  of  WMX 
stock.  "But  they  have  more  to  do  to 
convince  everyone."  If  Buntrock's  legacy 
is  in  building  a  waste  behemoth  virtu- 
ally fi'om  scratch,  Rooney's  challenge  is 
to  find  the  gold  that  once  glittered  in 
the  mounds  of  garbage. 

By  Richard  A.  Melcher 
in  Oak  Brook,  III. 


HOW  PHILLIP  ROONEY 
REACHED  THE  TOP  OF  THE  HEAP 


Each  Founder's  Day  at  WMX  Tech- 
nologies Inc.,  managers  don 
civvies  to  work  the  trenches 
with  hourly  employees.  This  year, 
on  June  17,  President  Phillip  B. 
Rooney  plans  to  be  elbow  deep  on  a 
recycling  line,  sorting  through  a 
mess  of  garbage. 

It's  familiar  territory  for  Rooney, 
the  son  of  a  local  policeman.  Growing 
up  in  the  blue-collar  Chicago  suburb 
of  Cicero,  Rooney  spent  high  school 
and  college  summers  riding  the  back 
of  garbage  trucks.  Along  the  way,  he 
caught  the  eye  of  Dean  L.  Buntrock, 
who  was  impressed  by  his  enthusi- 
asm and  "good  mind."  Fortunate, 
that:  Only  days  after 
finishing  a  decorated 
tour  as  a  Marine 
Corps  officer  in  Viet- 
nam in  1969,  Rooney 
was  hired  by  Bun- 
trock at  the  fledgling 
company  he  had  co- 
founded  a  year  earli- 
er. Waste  Manage- 
ment Inc. 

Rooney's  fortunes 
have  remained  strong 
since:  On  June  7,  the 
redheaded,  gap- 
toothed  executive, 
who  looks  years 
younger  than  51,  will 
take  over  as  ceo.  Insiders  expect 
Rooney's  common  touch  to  help  as 
the  company  struggles  to  recapture 
its  former  glory.  Over  the  years, 
WMX  has  gi'own  bureaucratic  and 
somewhat  distant  from  its  entrepre- 
nemial  eai'ly  days.  Now,  a  key  job 
will  be  motivating  employees  to  find 
ways  to  save  money  and  create  new 
business.  By  all  accounts,  the  chatty, 
cheerleading  Rooney,  who  is  far  less 
reserved  than  Buntrock,  is  well-suit- 
ed to  the  task.  "He's  a  very  direct, 
motivational  guy,"  says  Kenneth 
Evans,  WMX's  sales  and  marketing 
head.  "He  moves  as  easily  among 
low-level  [employees]  as  among 
CEOs."  But  colleagues  and  customers 
alike  say  his  disarming  chann  hides  a 
well-tested  toughness. 

Rooney's  first  real  challenge  was 
pulling  together  a  crucial,  $2.50  mil- 
lion garbage-hauling  contract  in 


FOUNDER'S  DAY,  1990:  Phil 
Rooney  and  son  Michael 


Riyadh  in  1976 — WMX's  first  interna- 
tional work.  He  oversaw  the  creation 
of  a  virtual  town,  hiring  2,000  work- 
ers and  putting  in  electric  lines  and 
sewage  systems.  It  was  baptism  by 
fixe  for  Rooney — and  a  turning  point 
for  the  then-tiny  company. 
EMPIRE  BUILDING.  After  a  stint  in  Ar- 
gentina, Rooney  returned  home  and 
began  crisscrossing  the  country  buy- 
ing up  scores  of  small  regional 
haulers  that  were  the  foundation  of 
WMX's  once-phenomenal  growth.  And 
by  1984,  not  long  after  co-founder  H. 
Wayne  Huizenga  left,  Rooney  was 
named  president.  A  skilled  negotia- 
tor, Rooney  spent  the  rest  of  the 

1980s  patching  togeth- 
er WMX's  complex  net- 
work of  hauling,  dis- 
posal, and  recycling 
plants  in  the  U.  S.  and 
abroad.  "He's  extreme- 
ly organized,"  says 
Buntrock.  "He  knows 
how  to  lay  out  plans 
and  make  sure  dead- 
fines  are  met."  It's  a 
good  thing,  because 
Rooney  has  also 
stitched  in  a  host  of 
outside  activities,  from 
fund-raising  for  inner 
city  community  centers 
to  sitting  on  the  board 
of  the  University  of  Notre  Dame.  To 
day,  he  and  his  wife,  Susan,  who 
have  four  children,  five  in  a  Chicago 
suburb. 

Another  big  test  came  in  late  1993 
when  Buntrock  sent  Rooney  to  shore  | 
up  the  flagship  Waste  Management 
operation  in  the  U.  S.  He  was  often 
gone  from  headquarters  fi'om  Mon- 
day through  Friday,  working  closely 
with  division  heads  and  front-fine 
staff  as  they  searched  for  ways  to 
reinvigorate  marketing  and  sales. 
One  key  change:  Rooney,  who  stifi 
drops  in  on  customers  himself, 
pushed  sales  staffers  to  get  out  and 
talk  to  clients  far  more  often — and  t^ 
survey  them  fi-equently  on  their 
problems.  Those  changes  are  now 
starting  to  pay  big  dividends  for 
WMX — and  for  Rooney  as  well. 

By  Richard  A.  Melche 
in  Oak  Brook,  II 
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Everything  must  be 
engineered  to  perfection.  Nothing 
must  be  left  to  chance. 


We  already  pay  attention  to  detail.  We 
want  to  make  sure  that  everything 
carrying  the  Philips  name  means  quality. 

Hv'  lit 

I  am  Yayathiban.  Friends  call  me  Jaya. 
I  am  an  engineer  in  the  Material  Quality 
ranee  department  of  Philips  Audio,  Penang. 

ure  that  products  pass  stringent  tests  before  they  reach  your 
s.  In  fact,  even  when  they  were  just  ideas  these  products  had  to 
certain  tests.  If  they  fail  to  meet  our  requirements,  we  just  keep 
g  until  we  get  them  right. 


Yayathiban  a/I  Karuppen,  Enginee? 

Penang,  Malaysia. 
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How  Will  The  Lau 
Mid-range  Computing?  Le 


The  C'onipa(|  I'roLiant  5000  has  arri\cd.         all  vour  network  servers,  it  saves  vou  a  lot 


And  it's  tjoiii^  to  change  ever\  tliiiia  that  lies 
in  its  p.iili.  Including  how  \ou  think  about 
mill  ransjc  ci )mputina. 


more  than  just  shoe  leather 

Maintainina  \()ur  network  is  easier  now, 
too.  Thanks  to  some  cool  new  features  on 


1  he  ProLiant  5000,  with  its  Pentium'  Pro         Compaq  Insight  Manager,  you  can  get 


technolfjgv,  delixers  unprecedented  perfor 
mance  tor  mid-range  solutions. 

But  that's  just  the  Hrst 
half  ot  the  storv. 

In  todav's  client /server 
en\  ironmcnt,  vou  need 
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updates  and  new  software  revisions  \  ia  the 
Internet,  vour  modem  or  CD.  And  then 
transfer  them  to  the 
Integration  Server  just 
one  time.  Yf)U  can  even 


1  lot  of  Lor!ipaniL'\  t/amj  to  offer  [hi:  loiicsl  Ct'sf  of 


ownership  Hiil  lu'  /)uil'  tho  benchmarks  to  prove  u' 


maintain  \'our  netv\x)rk 


more  than  power  —  \ou  need  control.  .So 


,hen  \()u're  awav  from  the  ofKce.  All  vou 


we've  combined  Pentium  Pro  technolog\-  with        need  is  your  notebook  and  a  phone  line. 


a  concept  \\e're  calling  Integration  Manage- 
ment. Gi\  intj  vou  new  tools  to  manage  vour 
system  throughout  its  entire  life  cycle. 

ImproNcments  to  SmartStart  now  let  you 
set  up  an  Integration  Ser\er,  which  basically 


We've  also  partnered  w  ith  the  imlustrv- 
leadina  Kjmpanies  of  system  management 
applications.  So  now  \(iu  can  \  iew  \c)ur  entire 
network  in  one  place.  Toucther,  these  ami  other 
impro\ements  have  helped  reshape  the  land- 


sei'\es  as  a  holdinii  tank  lor  all  vour  sottw. 


are.        scape  ol  mid -range  com 

the  most  manageable  ser\er  in  the  industry. 
To  Hnd  out  more  about  the  ProLiant  5000, 
visit  our  Web  site  at  vvww.compaq.com, 


iputing,  bv  creating 


It  also  simplilies  the  si  tuji  and  mainlenj 


of  vour  network.  .All  you  ha\e  to  do  is  conhg- 


rv  vour  Intearalion  Si-r\er  and  then. 


SmartStart,  deplo\  it  across  your  entire  net-  or  call  us  at  1-800-315-7772.  It's  not  just 
work.  It  not  onl\  ensures  consistency  across  a  ser\en  It's  a  force  to  be  reckoned  with. 
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ProLiant  5000  Affect 
Its  Code  Name  Was  "Hurricane." 


COMPAa 

Has  It   Changed  Your   Life  Yet? 
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AUTOS 


PEUGEOT  PICKS  UP  SPEED 
FAR  FROM  HOME 

A  big  overseas  push  could  make  up  for  tough  times  in  Europe 

Cai'go  planes  shuttled  from  France  to 
China  for  four  years,  hauling  49 
tons  of  car  desigTis  and  manufac- 
turing blueprints,  all  destined  for  a 
joint-venture  plant  at  Wuhan,  built  by 
the  Citroen  unit  of  auto  maker  Peu- 
geot. The  factoi-y  now  turns  out  a  zippy 
little  car  called  Happiness  and  Prosper- 
ity. Priced  at  $16,780  and  based  on  the 
European  zx,  it  is  the  first  car  built  in 
China  that  is  not  based  on  a  discontin- 
ued model.  UnUke  such  rivals  as  Volks- 
wagen, Citroen  is  sharing  its  newest 
technology  vdth  the  Chinese. 

The  reason  for  this  largesse  is  simple. 


PEUGEOrS  SALES 
HAVE  STALLED... 


..AND  ITS  PROFITS 
ARE  LACKLUSTER 


Winning  new  markets  is  a  life-and-death 
matter  for  Peugeot.  Rehant  on  a  stag- 
nant European  market  for  88%  of  its 
sales — much  more  than  most  competi- 
tors— the  French  maker  needs  the 
economies  of  scale  that  only  growth 
elsewhere  can  bring.  Hence,  the  China 
strategy.  "China  is  incontestably  the 
market  of  the  futiu'e,"  says  Jacques  Cal- 
vet,  Peugeot's  chairman.  China  plans  to 
develop  several  large  automotive  groups 
with  foreign  partners.  Peugeot,  which 
also  builds  its  namesake  brand  in  China, 
intends  to  anchor  one  of  them.  Its  chief 
Western  rivals  so  far  are  vw  and  Gen- 
eral Motors  Corp. 

Calvet's  goal  is  to 
double  his  non-Euro- 
pean sales,  to  25%,  in 
five  yeai's.  In  April,  the 


BIGGEST  PRIZE 

"China  is  incontestably  tlie 
market  of  the  future,"  says 
Chairman  Jacques  Calvet 

first  Citroen — an  ax  priced  t 
$12,330— rolled  out  of  a  ne\ 
plant  in  Malaysia.  In  Argentina 
Peugeot  will  Ijoost  production  i 
an  existing  plant,  and  it  will  ste((! 
up  marketing  in  Brazil.  A  ne,  -' 
India  factory  will  soon  producj 
the  Peugeot  309  compact.  To  tK 
amazement  of  most  analyst! 
Calvet  is  even  mulhng  produj 
tion  in  the  U.  S.,  where  he  halte 
exports  in  1991  after  34  mone; 
losing    years.    An  America 
beachhead,  says  Calvet,  "wou  ' 
give  us  an  image,  a  referent  ? 
for  the  rest  of  the  world."  Bi^' ; 
Calvet,  64,  will  retire  in  1; 
months,  and  his  successor  mss; 
see  things  differently. 
Peugeot's  emerging-market  targe}  ;, 
aren't  exactly  unexplored  temitory,  m  ■•■ 
companies  such  as  gm  and  Ford  movir 
quickly  abroad.  Indeed,  many  global  ii  i 
vals  scoff  at  Calvet's  chances.  "Who  car'  • 
about  Peugeot?"  asks  a  top  executive 
a  U.  S.  caiTnaker  "They  don't  dehver  i. ' 
excitement."  Twenty  years  ago,  Peugei 
was  Em'ope's  biggest  auto  maker,  aft' 
its  takeover  of  Citroen  and  pm'chase  I 
Chrysler  Corp.'s  Eui'opean  units.  Sin; 
then,  it  has  fallen  to  third  place,  withl 
12%  market  share.  The  president  ofjt 
major  European  producer  thinks  a  de^ 
slimip  in  EiU'ope's  cai'  mai'ket  could  fork 
Peugeot  into  a  merger.  Fiat  proposi 
marriage  once  but  was  rebuffed  by  tj 
crusty,  go-it-alone  Calvet.  | 
SHARED  PLATFORMS.  Yet  just  as  Pvenat 
has  astonished  skeptics  by  reboundi 
from  near-collapse,  Peugeot  may  si 
prise  the  doubters.  Calvet  has  doggec 
cut  costs  for  eight  years,  and  Peugt 
and  Citroen  are  on  a  par  with  Fiat 
Europe's  lowest-cost  carmakers.  Pe 
geot  now  successfully  uses  the  same  ( 
gines  and  mechani-  ,,™,, 
cal  platforms  for    THE  NEW  4( 
Citroen  and  Peu-    Bland  styling, 
geot  models.  Cit-    ,    .    ,  ^„„j<,p, 
roen's  tiny  Saxo,    t>Ut  It  S  praiSCC 

for  what's  una 
the  sl<in 
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A  BILLIONS  OF  DOLLARS 
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▲  BILLIONS  OF  DOLLARS 
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[  Sounds  like  a  good  time  to  tliinic  about  Janus  Fund.  ] 


You're  an  investor.  You  loved  the  market  last  year, 
and  the  market  loved  you.  Now  you're  reading  con- 
flicting predictions  and  wondering:   

what  should  I  do? 

Stick  to  facts,  not  forecasts. 
Find  yourself  a  mutual  fund  that's 
been  around  a  good  long  time, 
say,  a  quarter-century  or  so. 
One  that's  historically  taken 
advantage  of  up  markets.  And 
hasn't  done  badly  in  down  markets,  either. 

Like  Janus  Fund.  For  26  years,  Janus  Fund 


Janus  Fund 


Average  Annual  Total  Returns  for  the 
Period  Ended  March  31, 1996 


lYear 
5  Year 
10  Year 
26  Year* 


'Since  inception  •  February  1970 


has  built  a  reputation  for  strong  growth.  And 
riding  out  those  dreaded  "market  corrections." 

FounderTom  Bailey  and  fund 
manager  Jim  Craig  have  taken  a 
cautious,  researched  approach  to 
growth  investing.  Their  objectives 
are  long-term  growth  and  pre- 
servation of  capital.  It's  working 
for  over  800,000  investors. 
You  don't  have  to  cringe  at 
every  scary  financial  headline  you  see.  Janus  Fund 
investors  tend  to  just  smile,  and  turn  the  page. 


31.049'o 
14.520/0 
14.9390 
16.769o 


Start.To  think  big.  ■tfinBniiiBvmtiiitiginpfiTIifc  can  or  send  for 

a  prospectus  containing  more  complete  information,  including  expenses.  Please  read  all  the  materials 
carefully  before  you  invest  or  send  money.  Write  to  Janus  Funds,  RO.  Box  173375,  Denver,  CO 
80217-3375.  Or  visit  our  Web  site  at  http://networth.galt.com/janus. 


Past  performance  does  not  guarantee  future  results.  Your  return  and  principal 
value  will  vary,  and  shares  may  be  vi/orth  more  or  less  at  redemption  than  at 
purchase.  Funds  distributed  by  Janus  Distributors,  Inc.  Member  NASD. 


lONESOURCEr 

I  FROM  SCHWAB  |  Charles  Schwab  &  Co.,  Inc.,  member  SIPC/NYSE, 

provides  recordkeeping  and  shareholder  services  for 
shares  purchased  through  its  Mutual  Fund  OneSource.- 


^  JANUS 
^  FUNDS 

[  $28  billion  in  assets  ] 


BW  629 


launched  in  March,  is  a  Peugeot  106  un- 
der the  skin. 

Equally  important,  the  company  now 
makes  far  better  cars.  In  consumer-sat- 
isfaction studies  in  Britain  by  consul- 
tant J.  D.  Power  &  Associates,  Peugeot 
and  Citroen  now  outrank  Fiat  and  Re- 
nault but  trail  Chrysler's  Jeep.  Peu- 
geot's  suspensions  "are  the  best  of  any 
in  the  world,  no  doubt  about  it,"  says 
Gavin  Green,  editor  of  Britain's  Car 
magazine.  The  new  midsize  Peugeot  406, 
marketed  last  fall,  has  won  strong 
praise.  Peugeot  has  also  become  the 
leader  in  diesel  cars,  says  Nigel  Grif- 
fiths, auto  analyst  at  DPU/McGraw-Hill  in 
London.  Diesel's  fuel  efficiency  is  a  plus 
for  emerging  markets. 

Peugeot's  weak  points  include  styling 
that  is  fusty — or  "prudent"  as  insiders 
call  it.  This  reflects  the  conservative 
tradition  at  a  company  built  by  aus- 
tere French  Protestants.  Plans  for  sex- 
ier cars  are  now  on  the  boards.  Prof- 
itability is  another  weakness  (chart, 
page  84).  Yet  despite  mediocre  1995 
results,  Peugeot's  1.5%  profit  margin 
still  beat  most  of  its  European  rivals. 
MEXICAN  PLANT.  Building  profits  and  a 
global  presence  will  fall  to  Calvet's  suc- 
cessor. Most  likely,  he  will  be  Jean-Mar- 
tin Folz,  49,  a  jack-of-all-trades  manager 
who  joined  Peugeot  last  summer  after 
stints  at  engineering,  aluminum,  and 
food  companies.  Ex-colleagues  call  him 
good-natiu-ed  and  "brilliant."  His  rival  to 
succeed  Calvet — Jean-Yves  Helmer,  a 
company  veteran  who  ran  its  automo- 
tive unit — left  in  March  for  a  govern- 
ment job. 

Some  analysts  tliink  Folz  may  be  more 
I)ragTOatic  than  Calvet,  especially  when  it 
comes  to  a  possible  mei-ger.  Calvet  says 
he  has  resisted  a  merger  because  it  took 
15  years  to  meld  cultures  at  Peugeot 
and  Citroen.  Folz  lacks  that  historical 
baggage.  Fiat,  an  ally  in  ininivans,  re- 
mains a  potential  paitner.  Chrysler  could 
also  link  with  Peugeot  to  secure  a  strong 
pi-esence  on  the  Continent. 

Industry  sources  suggest  Chrysler 
might  also  helji  Peugeot  build  cars  in 
the  U.  S.  Chrysler's  chaii'man,  Robert 
J.  Eaton,  says  no:  "We  don't  have  ca- 
pacity we'd  want  to  give  them,  and 
building  a  new  plant  makes  little  sense." 
If  Peugeot  should  return  to  the  U.  S. 
market,  one  company  executive  says  a 
Mexico  plant  might  be  the  solution. 

Auto  experts  think  Calvet's  successor 
should  simply  forget  the  U.  S.  "I  don't 
see  what  Peugeot  has  to  offer  Ameri- 
cans," says  DRi's  Giiffiths.  But  if  Calvet's 
plan  works,  emerging  mai'kets  could  be 
another  story  altogether. 

By  Stewart.  Toy  in  Paris,  with  David 
Woodruff  i')i.  Bonn,  Ian  Katz  i)i  Sao 
Paulo,  and  David  Lindorff  in  Hong 
Kong 
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ENERGY 


WHO'S  WATCHING 
THE  POWER  GRID? 

Utilities  fear  blackouts  during  the  switch  to  deregulation 


m.2 


While  Chicago  suffered 
through  a  heat  wave 
that  killed  neariy  500 
people  last  July,  Paul 
D.  McCoy  was  sweating  out 
how  to  avoid  a  disaster  that 
would  have  made  matters  even 
worse.  On  July  13,  the  vice- 
president  for  ti'ansmission  and 
distribution  operations  at  Com- 
monwealth Edison  Co.  saw 
unidentified  quantities  of  power 
surging  thi'ough  ComEd's  net- 
work like  a  stampeding  hei-d 
of  elephants.  The  extra  pow- 
er— apparently  headed  for  util- 
ities to  the  north — was  pushing 
the  ComEd  transmission  giid 
toward  overload.  For  about 
five  hours  that  day,  McCoy 
couldn't  tell  who  was  sending  the  power 
onto  his  network.  As  a  result,  he  says, 
"we  had  no  ability,  quite  frankly,  to  mit- 
igate what  was  happening." 

If  the  situation  had  worsened,  it  could 
have  led  to  cascading  power  failures, 
dwarfing  the  outage  that  actually  oc- 
curred in  the  heat  wave.  Luckily  for 
ComEd,  it  found  the  utiUties  generating 
the  excess  power.  Tliey  instantly  agi'eed 
to  scale  back.  But  McCoy  woiTies  that 
in  the  absence  of  an  infoiTnation  clear- 
inghouse on  power  flows,  the  same  thing 
could  happen  again.  "Right  now,"  he 
says,  "we're  in  a  transition  period.  The 
risks  are  reasonably  high  and  I'ising." 
OVERHAUL.  McCoy  is  talking  about  the 
movement  toward  competition  among 
electric  utihties.  While  consumers  focus 
on  the  lower  rates  that  monopoly-bust- 
ing should  bring,  utilities  are  gi'appling 
with  the  technological  demands  of 
deregulation.  Bringing  on  competition 
will  require  the  wholesale  overhaul  of  a 
patchwork  transmission  system  that 
gi-ew  up  to  feed  power  fi-om  generating 
stations  to  captive  local  customers.  To 
stave  off  repeats  of  the  ComEd  scare, 
utilities  need  major  investments  in  mon- 
itoring gear,  computers,  and  communi- 
cations networks  to  provide  accurate, 
up-to-date  information  on  who's  selling 


how  much  ele(| 
tricity  and 
whom. 

The  risks 
competition  ca 
be  overstate( 
Monopoly  utiliti( 
such  as  Commoi 
wealth  Ediso 
have  a  vested  i 
terest  in  playi 
up  the  danger] 
consumer  gi'ou; 
say.  "Ma  Bei 
tried  this  in  t 
eai-ly  '80s.  It's  m 
surprising  th 
the  last  big  ug] 
monopoly  wou 
pull  the  sa: 
stunt,"  says  Jo' 
P.  Hughes,  dir( 
tor  of  technic' 
affairs  for  t. 
Electricity  Coil 
sumers  Resouri] 
Council,  repri 
senting  big  cul 


UNREADY 

Ti'ansmission 
networks  need 
lots  of  work  to 
prepare  them  for 
"open  access" 

tomers.  Power  marketers  such  as  Enri 
Corp.'s  Enron  Capital  &  Ti-ade  R 
sources  say  competition  will  add  stab: 
ity — because  prices  will  move  moi 
freely  and  customers  vdll  reduce  d 
mand  when  prices  get  too  high. 

Still,  there's  no  question  that  lots 
work  remains  to  prepare  transmissi( 
networks  for  "open  access,"  as  the  Fe 
ei'al  Energy  Regulatory  Commission  o 
dered  in  April,  ferc  told  the  utiliti 
they  couldn't  hoard  transmission  capa 
ity,  but  must  sell  it  to  outside  bidders 
a  fair  price.  The  result  will  be  far  mo 
trading  of  electricity  across  utility  be 
ders,  especially  in  short-tenn  transa 
tions.  Says  Mark  R.  Wilhelm,  Pow 
Delivery  Group  director  at  the  Elect 
Power  Research  Institute  in  Palo  Altl 
Calif.:  "The  system  really  just  wasil 
designed  for  the  new  way  it's  runnir| 
It's  as  if  you  wanted  to  drive  down  ti 
freeway  backward." 

Actually,  the  electricity  infrastructu 
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NEVER  SETTLES  FOR  SECOND  BEST 


JUST  LIKE  A  PARKER 

PARKER 
DUOFOLD 


The  PARKER  DUOFOLD  Pearl  &  Black,  Each  pen  is 
unique,  with  a  delicate  pearl-like  exterior,  veined  black, 
enriched  by  heavy  23K  gold  plated  trim.  The  fountain 
pen's  performance  is  enhanced  by  a  precisely 
engineered  ink  flow  system  designed  to  give  a  smooth 
and  uninterrupted  flow  to  your  writing,  giving  long  lasting 
beauty  and  performance.  Like  all  new  PARKER  writing 
instruments,  it  now  comes  with  a  Full  Lifetime  Warranty. 
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is  a  lot  more  complex  than  that.  Every 
generating  station  in  a  region,  from  a 
windmill  to  a  nuclear  plant,  is  set  with 
millisecond  precision  to  the  same  clock, 
pumping  out  alternating  current  in 
heartbeat  unison  at  60  cycles  per  sec- 
ond. The  electricity  in  a  region  flows 
back  and  forth  like  water  in  crisscross- 
ing canals. 

Here's  the  problem:  Like  water  run- 
ning downhill,  electrical  current  takes 
the  path  of  least  resistance,  regardless 
of  where  I'egulations  and  sales  contracts 
say  it  should  go.  For  instance,  when 
Ontario  Hydro  sells  electricity  to  the 
New  England  Power  Pool,  most  of  it 
passes  through  New  York,  and  the  New 
York  Power  Pool  gets  paid  for  the 
transmission.  But  following  the  path  of 
least  resistance,  fully  38%  goes  by  a 
more  circuitous  route,  through  Michi- 
gan, Indiana,  West  Vii-ginia,  Ohio,  Penn- 
sylvania, and  New  Jersey.  Utilities  in 
those  states  don't  collect  a  penny  for 
providing  the  transmission.  As  competi- 
tion dawns,  utilities  are  working  to  im- 
prove their  data  collection  and  process- 
ing so  they  can  charge  for  such  spillover 


That  turns  out 
to  be  the  easy 
part.  Harder  is  fig- 

uring  out  in  ad-  ghutdowR  caR  havc 


I  A  faraway  generator 


vance  where  power 

will  flow,  so  utili-  weird  ripple  effects 

ties  can  post  how  *  ^ 

much  transmission  '  " 
capacity  they  can  sell,  ferc  has  ordered 
the  establishment  of  a  World  Wide  Web 
page  called  Oasis.  Starting  Nov.  1,  all 
utilities  must  state  theii"  predicted  avail- 
able transfer  capacity  on  Oasis  for  each 
hour  of  the  week  ahead,  and  for  less 
ft-equent  intervals  thereafter. 

But  forecasting  transfer  capacity  is 
notoriously  difficult.  A  faraway  genera- 
tor shutdown  can  have  weird  ripple 
effects.  In  one  study,  the  available  win- 
tertime capacity  for  power  flows  be- 
tween Illinois  and  Wisconsin  averaged 
800  megawatts.  But  that  much  couldn't 
be  promised  to  any  potential  long-term 
buyer,  because  the  actual  availability 
swimg  crazily  between  1,500  megawatts 
and  zero. 

The  danger  comes  if  a  utility — trying 
to  carry  power  under  its  ferc  obliga- 


COPING  WITH  COMPETITION 


Competition  should  lower  rates 
for  most  customers,  especially  big 
ones.  But  it  will  require  major 
investments  in  new  technology. 
During  the  transition,  reliability 
could  suffer. 


SECRECY 

Competing  utilities 
will  be  less  willing  to 
divulge  data,  such  as 
when  downtown 
demand  is  highest. 


GENERATORS 

High-cost  utilities 
like  transmission 
bottlenecks 
because  they  keep 
out  competitors. 


FACTORJES 

A  voltage  sag  in  a  paper 
mill  can  waste  a  whole 
day  of  production — a 
$250,000  loss. 


CONTROL  CENTER 

The  transmission  control  center 
balances  supply  and  demand  to 
keep  electricity  at  a  steady  60 
cycles  per  second.  Competition 
makes  the  job  harder,  because 
flows  among  utilities  are  soaring. 


HOMES 

Billing  systems  must 
be  upgraded  for  the 
day  when  retail  cus- 
tomers can  choose 
electricity  suppliers. 


tion — makes  a  ded 
sion  about  tranl 
mission  capacij 
that  happens  to 
WT'ong.  Loading  ii 
much  power  oni 
a  grid  can  caul 
current  oscillatioi 
that  lead  to  blackouts. 

To  minimize  that  risk,  the  Electil 
Power  Research  Institute  is  workii 
with  the  North  American  Electric  Rc 
ability  Council  on  predictive  softwa 
But  even  epri's  staff  isn't  sure  how  w| 
it  will  work.  Says  V/ilhelm:  "Very 
ten,  the  system  is  going  to  be  push! 
into  regions  of  operation  that  it  hasf 
been  before.  One  doesn't  know  whe 
the  edge  of  the  chff  is  as  well  as  yoi] 
like  to." 

INDECISION.  It  doesn't  help  that  comj 
tition  will  discourage  utilities,  pow 
marketers,  and  others  from  sharing 
foiTOation — such  as  where  they  are  si 
fering  transmission  bottlenecks;  wher 
big  customer  might  need  extra  pow 
or  when  a  big  generator  needs  to 
taken  out  of  service.  Rivals  could  i 
that  information  to  target  their  ci 
tomers.  Yet  the  information  is  cruc 
in  an  emergency,  when  spht-second 
cisions  must  be  made  about  which  g( 
erating  and  transmission  facilities  a 
available  to  stave  off  a  blackout. 

One  option  is  to  assign  "independ( 
system  operators"  to  maintain  rehab 
ty.  But  unless  they  actually  own  t 
transmission,  they  will  still  depend 
utilities  to  divulge  sensitive  netwc 
status  data. 

While  indecision  about  the  outcome 
com}3etition  reigns,  utilities'  investment 
transmission  gear  has  nearly  dried 
U.  S.  spending  on  power  transform( 
for  transmission  networks  has  fallen 
in  the  past  five  years,  according  to  Ra 
Masiello,  general  manager  of  abb 
tems  Control  in  Santa  Clara,  Cahf. 

No  wonder  New  transmission  for  I 
terconnection  is  a  speculative  inve| 
ment — what  if  customers  prefer  a 
ferent  route? — and  yet  the  potent| 
profit  will  still  be  regulated.  And 
utilities  with  high-cost  generation, 
dumb  to  widen  interconnection  pathsj 
rivals  can  come  in  and  steal  their 
tomers  some  day. 

Competition  will  likely  bring  lo'v 
rates  for  many  consumers.  It  may  sol 
day  even  result  in  gi'eater  reliabil] 
because  the  invisible  hand  of  the  marl 
works  wonders,  and  customers  have| 
ways  been  willing  to  pay  more 
trustworthy  service.  First,  though,  thj 
may  be  a  few  shocks  to  the  system. 

By  Peter  Coy  in  New 


Sometimes,  a  simpler  way  to 
do  good  work  means  having 
somebody  else  do  it. 


Whether  they're  on  paper   or  on  your  network, 
we  manage  the  documents   so  you  can  manage  your  business. 

Introducing  The  Document  Source 


Today,  documents  are  strategic  business  assets, 
jook  at  them  that  way,  and  you'll  find  new 
ways  to  make  your  people  more  productive. 
First,  you  hcive  to  ask  the  right  questions:  Is 
your  document  process  integrated  with  your 
information  strategy?  Can  you  manage  them 
from  creation  to  storage?  Is  it  lime  to  outsource? 
The  Document  Source  is  the  way  Xerox  helps 
von  put  the  right  answer  to  work. 


The  outsourcing  decision  is  about  partnership.  Working  with  Xerox,  you 
devise  a  document  strategy  that  leverages  your  current  technology  invest- 
ment. There's  no  equipment  to  purchase.  No  people  to  hire  and  manage. 
Now  Xerox  manages  more  than  copy  centers.  CaH  1-800-TELL-XBS,  ext.  253 
and  learn  more.  Or  drop  in  on  our  Web  site  at  http://www.xerox.com:80/XBS. 

THE  DOCUMENT  SOURCE  PORTFOLIO  OFFERS:  Document  Technology  Centres" 

Documents  Direct"  Document  Production  and  Mailroom  Services'" 

Document  Consulting  Services"  Special  Event  Services" 

Xerox  Quality  Services"  Document  Lifecycle  Managemenr 


The 
document 

COMPANY 


A 


Analysts  say  up  to 
30%  of  your  portfolio 
f     should  be  in 
ititemational  funds. 

ScH\^ab  says  not  a  penny 
should  be  in  loads. 

There  are  economies  around  the  world 
growing  as  fast,  if  not  faster,  than  the 
American  economy.  So  it's  no  surprise  that 
many  financial  analysts  and  investment 
advisors  recommend  that  as  much  as  a  third 
if  your  portfolio  include  mutual  tunds  that 
xpose  you  to  markets  outside  the  U.S. 
That  said,  know  that  with  Schwab's  Mutual 
Fund  OneSourcet  you  can  diversify  easily 
and  cost-effectively.  OneSource  gives  you  a  choice  ot  over  80  funds  in  the 
international,  global  and  emerging  market  categories,  and  every  one  is  tree  of 
loads  and  transaction  fees.  That  means  more  of  your  principal  goes  to  work  for 
you  right  away.  Mutual  Fund  OneSource.  It  just 
may  open  up  a  world  ot  opportunity  for  you. 
(International  funds  may  carry  additional  risk, 
including  currency  fluctuations,  pt)litical  iristability 
and  foreign  regulation.) 


OneSource 


FROM    S  r  H  W  A  H 


OneSource. 
The  Second  Schwab  Revolution. 


A  free  prospectus  containing  more  complete  information,  including  management  fees  and  other  expenses, 
is  available  through  Schwab.  Please  review  the  prospectus  carefully  before  investing.  Past  performance  is  no 
guarantee  uj  fuiure  results.  Returns  will  i'.;-  ■  md  shares  may  he  worth  more  or  less  than  original  cost  when  sold. 
Charles  Schwab  provides  recordkeepin;,'  ,md  shareholder  services.  Schwab  receives  remuneration  from  Mutual  Fund 
OneSource  companies.  Schwab's  standard  transaction  lee  will  be  charged  on  each  redetnption  of  fund  shares  bought 
with  no  transaction  fee  and  held  for  90  days  or  less.  Schwab  reserves  the  right  to  assess  Schwab's  standard  transaction 
fees  in  the  future,  should  short-term  trading  become  excessive,  as  well  as  the  right  to  change  the  funds  we  make  avail- 


Global  Equity  Funds 

Founders  Worldwide  Growth 
INVESCO  Worldwide  Capital  Goods 
Janus  Worldwide 
Lexington  Cniohal 
Montgomery  Global  Opportunities 
Montgomery  Select  Fifty 
Robertson  Stephens  Global  Low  Priced  Stock 
Robertson  Stephens  Global  Natural  Resources 
Royce  Global  Services 

International  Equity  Funds 

Artisan  International 
Founders  International  Equity 
Founders  Passport 
Hotchkis  &  Wiley  International 
IAI  Developing  Countries 
lAI  International 
INVESCO  International  Growth 
INVESCO  Latin  American  Growth 
Janus  Overseas 
Lexington  International 
Montgomery  International  Gtowth 
Montgomery  International  Small  Cap 
Neuberger  iSt  Bcrman  international 
Oakmark  International 
Oakmark  Internatinnal  Emerging  Value 
PBHG  International 
Schwab  International  Index  Fund  ' 
SteinRoe  International 
Strong  International  Stock 
Twentieth  Century  International  Equitv 
Vontobel  EutoPacific 
Warburg  Pincus  International  Equity 
Wright  EquiFund-Bntain 
Wright  EquiFund-Germany 
Wright  EquiFund-Mexico 
Wright  International  Blue  Chip  Equities 

Emerging  Market  Funds 

Lexington  Worldwide  EmetKinK  Markets 

MontKomery  Emerging  Markets 
Rohettson  Stephens  Developing  Countries 
Warburg  Pincus  Emerging  Markets 

Pacific  Equ  ity  Funds 

Guinness  Flight  China  &  Hong  Kong 
INVESCO  Asian  Growth 
INVESCO  Pacific  Basin 
Lexington  Crosby  Small  Cap  Asia  Growth 

Strong  Asia  Pacific 
United  Services  China  Region  Opportunity 
Warburg  Pincus  Japan  OTC 
Wright  EquiFund-Hong  Kong 
Wright  EquiFund-Japan 

Europe  Equity  Funds 

INVESCO  Eufopean 
INVESCO  European  Small  Company 

Vontobel  Eastern  European  Equity 
Wright  EquiFund-Belgium/LuxemKjurg 
Wright  EquiFund-Netherlands 

Wright  EquiFund-Nordic 
Wright  EquiFund-Switzerland 

Specialized 

Benham  Global  Natural  Resources  Index 
INVESCO  Worldwide  Communications 
Montgomery  Global  Communications 
United  Services  Global  ResourLes 
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Free  Subscription 

Ftir  an  objective  ranking  of  the  historically 
high-performing  funds  available  through 
Schwab,  call  for  two  free  issues. 

1-800'5-NO'LOAD 


Charles  Schwab 


TED  BY  OTIS  PORT 


IDY-FRIENDLY 
iPlANTS 

lEN  THE  HUMAN  BODY 

reives  stainless-steel 
)s  or  Teflon  arteries,  it 
icts  defensively  to  the 
•eign  invaders — and 
en  rejects  them  out- 
:ht.  To  prevent  that, 
entists  at  the  Universi- 
of  Washington  are  set- 
g  out  to  find  materials 
?  body  will  welcome, 
irty  researchers  from 
rious  disciplines  are 
ning  forces  at  the  uni- 
rsity's  new  Engineered 
amaterials  Center,  sup- 
rted  by  a  $12.4  million 
Ant  from  the  National 
ience  Foundation  plus 
itching  contributions 
im  3M,  Baxter  Health- 
'e,  Dow  Corning,  and 
ler  companies. 
The  project  is  expected 
last  a  decade.  One 
5up  will  focus  on  the 
)lGcular-structure  hall- 
irks  that  affect  the 
2nd-or-foe  judgment  by 
body's  defense  system, 
is  could  be  the  key  to 
])lants  that  won't  set  off 
:nns.  Another  research 
un  will  explore  the  pro- 
ns  that  trigger  healing 
d  look  for  ways  to 
ibed  them  in  man-made 
iterials.  That  way, 
itead  of  getting  walled 
■  behind  scar  tissue,  the 
plant  would  actively 
rticipate  in  the  healing 
3eess. 

The  nsf's  ultimate 
al:  building  blocks  for 
tificial  organs  that  will 
accepted  readily, 
thout  massive  doses  of 
ugs  to  suppress  bodily 
fenses.  The  University 
Washington  scientists 
pe  to  begin  animal 
als  of  the  first 
iterials  in  about  three 
ars.     Seanna  Browder 


SOLAR  ENERGY  24  HOURS  A  DAY 


GENERATING  ELECTRICITY  FROM  THE 

sun  at  night?  Yes,  that's  what  the 
Solar  Two  power  plant  is  doing.  It 
soaks  up  the  sun's  heat  during  the 
day,  then  releases  it  at  night — or 
over  the  course  of  several  cloudy 
days.  If  Solar  Two  keeps  on  work- 
ing as  designed  during  its  three-year 
shakedown,  solar  power  could  become 
far  more  dependable. 

Solar  Two  is  a  $40  million  refur- 
bishment of  Solar  One,  a  10-mega- 
watt  power  plant  that  operated  from 
1982  to  1988  near  Daggett,  Calif. 
Cranked  up  earUer  this  year  and  of- 
ficially dedicated  on  June  5,  Solar  Two  uses  heliostats,  or 
sun-tracking  mirrors,  to  focus  sunshine  on  the  top  of  a  central 
tower  There,  the  concentrated  sunlight  heats  a  mix  of  sodium 
and  potassium  nitrate  to  1,050C.  That  melts  the  salts,  and  the 
steamy  liquid  flows  down  into  a  giant  thermos  bottle,  which  is 
tapped  to  boil  water  and  produce  the  steam  that  drives  a  gen- 
erator. Originally,  Solar  One  used  rocks  submerged  in  oil, 
but  this  mixture  cooled  off  quickly,  and  the  plant  had  to  shut 
down  when  the  sun  wasn't  shining.  Sandia  National  Labora- 
tories developed  the  new  salt  mixture. 

Even  if  Solar  Two,  which  is  funded  by  the  Energy  Dept. 
and  an  industry  group  headed  by  Southern  California  Edison 
Co.,  is  scaled  up  to  100  megawatts  or  more,  it  probably  won't 
compete  with  coal-burning  generators  until  2005.  But  its 
near-term  outlook  could  be  brighter  in  countries  that  have  to 
import  oil  to  generate  electricity.  □ 


CALL  THESE 
FABRICS  'FRUIT 
OF  THE  FLUMr 

THREE  DECADKS  AGO, 

DuPont  Co.  unveiled  its 
Sontara  line  of  so-called 
nonwoven  materials, 
made  by  using  water  jets 
to  intertwine  natural  and 
synthetic  fibers  into  soft 
but  sturdy  sheets. 
Because  they're  made 
without  spinning  or 
weaving,  nonwovens  are 
cheaper  than  cloth.  Appli- 
cations range  from  win- 
dow shades  to  protective 
clothing. 

Now,  the  Veratec  divi- 
sion of  International  Pa- 
per Co.,  which  speciahzes 
in  nonwovens,  has  turned 


its  water  jets  on  conven- 
tional fabrics,  including 
wool  and  polyester.  The  re- 
sult: woven  materials  as 
soft  as  cotton,  but  lighter 
and  more  durable.  Veratec 
dubs  the  process  Inter- 
Spun.  Greenwood  Mills 
Inc.,  a  denim  manufacturer 
in  Greenwood,  S.  C,  is  al- 
ready using  it  to  produce  a 
soft  material  for  jeans. 

InterSpun  G^eneral  Man- 
ager Jack  Lawrence  says 
the  process  can  also  soften 
the  special  fibers  used  in 
flame-retardant  cloth.  And 
vent  holes  in  car  airbags 
won't  be  required  to  con- 
trol deflation,  says  Law- 
rence. Instead,  the  Inter- 
Spun  process  "lets  you 
build  in  just  the  right  air 
permeability."     Neil  Gross 


ANIMAL  TESTING- 
WITHOUT 
THE  ANIMALS 

COSMETICS  AND  SOAPS,  EVEN 

bleaches  and  solvents,  are 
routinely  tested  on  rabbits 
and  other  animals  to  uncover 
toxic  side  effects.  Such  tests, 
often  mandated  by  the  Food 
&  Drug  Administration,  are 
expensive  and  time-consum- 
ing— and  cnael  to  the  animals. 
That's  why  the  European 
Community  plans  to  phase  in 
animal-testing  bans,  starting 
in  1998. 

American  companies  are 
also  under  pressure  to  avoid 
animal  testing — and  WiUiam 
M.  Miller,  a  Northwestern 
University  biochemical  engi- 
neer, has  an  alternative  at 


hand.  His  test  gauges  toxicity 
by  measuiing  changes  in  the 
electrical  resistance  of  a  sec- 
tion of  tissue  being  exposed 
to  a  compound.  Chemicals 
that  harm  Uving  tissue  pro- 
duce gaps  where  cells  are 
damaged,  and  these  holes  de- 
crease the  tissue's  electrical 
resistance.  With  a  computer 
watching  for  such  change,  it's 
possible  to  detect  whether, 
and  at  what  concentrations,  a 
substance  is  haiTnful.  The  set- 
up costs  $25,000  to  build. 

Using  kidney  cells.  Miller 
has  shovm  that  resistivity  cor- 
relates well  with  conventional 
tests.  If  studies  of  other  types 
of  cells  yield  similar  results, 
he'll  seek  fda  approval  before 
2000.  David  Graimm 


FOR  FURTHER  INFORMATION:  Go  to  Business  Week  Online  at  America  Online  or  E-mail  dtwjun@businessweek.com 


Sports  Business 


TENNIS 


MOVE  OVER,  ARNIE- 
JIMMY'S  HOLDING  COURT 

Connors'  tour  may  do  for  tennis  what  the  geezers  did  for  golf 

McEnroe  over  Connors. 
Borg  over  Vilas.  It 
sounds  like  flashbacks 
to  the  searing  red  clay  of  a 
French  Open  gone  by.  But 
the  lines  in  the  players'  faces 
are  a  little  deeper,  the  grunts 
a  little  louder.  This  is  the 
Nuveen  Tour,  tennis'  answer 
to  the  PGA  Seniors  Tour — 
with  one  big  difference. 

The  difference  is  Jimmy 
Connors.  At  48,  the  former 
bad  boy  of  tennis  is  now  the 
good  entrepreneur  of  tennis. 
Unlike  the  pro  golf  senior 
torn;  which  is  run  by  the  pga, 
the  senior  men's  tennis  tour  is 
a  startup  controlled  by  Net 
Assets,  which  is  50%-owned 
by  Connors. 

Connors  and  Ray  Benton, 
an  ex-president  of  sports 
management  biggie  ProServ 
Inc.,  hatched  the  idea  of  a 
men's  senior  tennis  tour  over 
drinks  in  1993.  There  were — 
and  are — senior  events  run 
by  the  atp,  the  governing 
body  of  professional  tennis, 
but  Connors  saw  a  gap  in  the 
market.  "There  was  no  legiti- 
mate, competitive,  knockdown 
circuit  for  me  and  my 
fiiends,"  he  says. 

His  concept  was  simple: 
Combine    marquee  names 
(himself,  Bjorn  Borg,  John 
McEnroe)  with  lesser-known 
ex-champs  (Roscoe  Tanner, 
John  Lloyd,  Guillermo  Vilas), 
enforce  an  all-players-must-schmooze- 
with-fans-and-coiporate-clients  rule,  and 
emphasize  singles  rather  than  doubles. 
INCENTIVE  PAY.  In  six  months,  Connors 
and  Benton  were  running  their  first 
tournament.  This  year,  14  events  are 
scheduled,  20  are  planned  for  1997,  and 
just  last  month  the  muni-bond  invest- 
ment firm  John  Nuveen  &  Co.  signed 
on  as  main  sponsor  to  the  tune  of  $1.5 
million  per  year  through  1998.  "Some- 
times we  gToss  $650,000  [per  event]  and 
sometimes  $850,000,"  says  Benton.  More 


SUMMER  ON  THE  SENIOR  CIRCUIT 


DATE 


PLACE 


TOURNAMENT 


JUNE  13    Columbus,  Ohio        Big  Bear  Champions 


JUNE  20 


Pebble  Beach,  Calif.  The  Challenge  (pre- 
sented by  Quality  Inns) 


AUG.  7  Harrison,  N.Y. 
AUG.  14    Cape  Cod 


Citibank  Champions 
Mentadent  Champions 


AUG.  21     Dearborn,  Mich.       Mentadent  Champions 


DATA.  NUVEEN  TOUR 

than  half  the  revenue  is  fi'om  coiporate 
sponsors  such  as  Coopers  &  Lybrand 
and  Citibank,  with  the  balance  from  box 
seats,  ticket  sales,  and  concessions.  Ex- 
penses usually  nm  about  $750,000,  with 
the  largest  being  player  compensation: 
$150,000  to  $200,000 "in  prizes  and  an 
equal  amount  in  "appearance  money" — 
which  gives  even  losers  the  incentive  to 
do  their  share  of  meeting  and  gi-eeting. 

All  the  domestic  events  on  the  Nu- 
veen Tour  are  televised  on  the  Prime 
cable  channel.  The  tour  also  has  bought  a 


slot  on  ABC  to  broadcast  its  version 
golfs  Skins  Game,  called  The  ChaUeng] 
It  wiW  featiu'e  Connors,  McEnroe,  Ya: 
nick  Noah,  and  Anch-es  Gomez  competi 
for  a  pui'se  of  $325,000  and  vrill  air 
July  6-7  after  nbc's  Wimbledon  finals 

Since  the  12-man  tour  is  invitatii 
only,  it's  easy  to  enforce  a  baseline  qui 
ification  of  what  Benton  calls  "havi: 
flat  bellies  and  being  able  to  run."  Bi 
sides,  for  lesser  players,  the  $40,000 
$50,000  wimiers'  checks  make  it  wo: 
their  while  to  stay 
STILL  ACES:       top    form.    For  t 
Connors  is  the   champions,  it's  mo: 
tour's  star  and  about  ego.  "I'm  in  t. 
half-owner        best  shape  of  my  liff 
says  Borg,  40. 

The  tennis  isn't  bad  for  a  bunch 
players  who  are  either  looidng  40  in  tl 
eye  or  looking  back  at  it.  Advances 
racket  technology  help  them  keep  tl 
zip  in  their  ser/es;  the  courts  are  cla 
wliich  means  more  rallies  and  less  stre 
on  aging  knees;  and  the  12-man  dra 
means  that  Connors,  Borg,  and  the  oth 
two  top  seeds  (Gomez  and  McEnro 
when  available)  have  byes  into  the  qua 
terfinals.  This  is  different  from  "tl 
boom-boom,  hard-hitting  tennis  y( 
see . . .  today,  where  the  points  are  over 
two  seconds,"  says  Connors.  "People  lil 
to  see  ralhes  that  last  for  15  shots,  th 
mix  it  up — it's  inspiring,  makes  the 
want  to  get  back  on  the  couil." 
"APATHY."  If  there  is  one  obvious  flaw 
the  torn;  it's  that  Jimmy  Connors,  prei 
dent  of  Net  Assets,  has  written  Jimn 
Connors,  the  cii'cuit's  best  player,  18  o 
of  26  first-place  piTze  checks.  So  wh 
happens  when  the  stai'  retires?  The  301 
pros  that  the  tour  aims  to  attract  in  fi 
years  or  so — Stefan  Edberg  and  Ma 
Wilander,  for  example — can't  come  clo 
to  matcliing  Connore'  charisma.  "The  F 
Seniors  started  with  [Arnold]  Palmi 
Chi-Chi  Rodriguez,  Gary  Player 
names,"  says  Connors,  who  gives  him& 
at  least  another  five  years  on  the  toi 
"Now  golfs  events  are  estabUshed,  k 
dependent  on  the  mai'quee,  and  we  ho 
to  be  there,  too." 

Benton  concedes  that  "there  is  soi 
amount  of  apathy  about  tennis  in  gen( 
al  right  now.  Coiporations  have  a  to 
preoccupation  with  golf."  But  he  poii 
out  that  the  PGA  Senior  Tour  was  ere: 
ed  in  1980  as  a  marketing  tool  to  h<|,' 
counter  the  popularity  of  tennis. 

At  a  tournament  in  Washington  j[) 
May,  a  crowd  of  3,000  watched  Borg  bl 
ter  forehands  past  his  foes.  If  their  i 
thusiasm  is  any  evidence,  the  old-tim( 
of  tennis  could  bring  some  fallen-aw 
fans  back  from  the  hnks. 

By  Micliael  Goldstein  in  Washing^ 


OUR 

1ERGE  WITH 
rSELF. 


AND 

OFT 
Of  A 

ilELP 
iMRANY 


'/ec/  Wmdows-hased  euterprisv  cou/puthig.  Ami  it's  Llesi'^)ied  to  i^ivt  yoi/r  miipany  the  gmittst  aniipetitii'e  cidvcinta^e  of  all:  a  iinijiud 
.  hiiagine  seamlessly  sharing  inloniiation — top-ilou  ii.  bottoiii-np.  across  your  organization  and  beyond  it — with  the  ease  and 
arity  of  Windows'.  And  without  worrying  wl/iilj  Loinpiiter  happens  to  hold  tlx-  data.  It's  no  futurist  fmtasy — it's  happening  right  now. 
lliance  for  Enterprise  Cmnpiiting  delivers  the  powerjiil  iiiiil  integrated  iWicrosoft"  Windows  NT'^and  BaikOfj ice  ' platform ,  joined 
digital's  systems  and  global  serrice-and-siipport  network.  The  result:  dependable,  flexible.  f^§^\Q^^fl 
imputing  solutions.  To  align  your  company  with  its  vision,  call  ]-8<)()-332-44()3.  visit  the 


ALLIANCE 

ice  Web  site  at  http://ivww.alliance.digital.com  or  send  e-mail  to  alliance(0'digital.com.     for  enterprise  computing 

ABX 

Eguipmsfit  Corporation  Digii3l  anrl  ihir  DIGITAL  Inqo  are  trariei-narh  of  Digiral  ErjuiDmeril  Ccrp  MicrMMir!  r'lt  Mitrosofl  logo  anij  Wiorlowi  are  regislererj  Irademarh  anrj  WrnrJows  NT  arirj  BactOtlice  are  tratlemarh  of  MiLrosofI  Corporation,  Attwork©Forrtaselti.'lmrT,3girta;'Gni; 
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A  Company  Wanted  Its  Truckers  To  Drive  Safely. 


Computer  analysis  told  us  a  small  truck  fleet  was  having  big  trouble  backing  up.  We  saw  too  many  dent 


dings  and  scratches.  They  saw  too  many  expenses.  So  Liberty  Mutual  recommended  a  safety  plan— inclu 


Decision  Driving^'^  seminars 


We  Suggested  They  Drive  Backward 


and  a  mirror  check  station  to  help  the  drivers  back  up.  Today,  accidents  are  down  and  the  truck  fleet  ha 
a  big  dent  in  their  expenses.  To  see  solutions  for  your  loss  prevention  problems,  see  Liberty  Mutual. 


LIBERTY  i 

mutual: 


1  L.herly  MulU.il  Giuup 


egal  Affairs 


PLOYMENT 


N  ODD  TIME  CLOCK 
T  TIME  INC. 

)  agencies  are  investigating  its  use  of  contract  workers 


1993,  after  working  full-time  at 
'ports  Illustrated  for  eight  years 
s  a  contract  writer,  Kristina  Re- 
elo  was  let  go.  That  was  soon 
ig  the  least  of  her  problems.  Not 
after,  the  Internal  Revenue  Service 
ied  Rebelo  that  she  had  not  been 
idependent  contractor  after  all.  In 
[Rs's  view,  the  nature  of  Rebelo's 
-she  had  no  other  clients  and  re- 
id  to  SI  almost  daily — meant  that 
actually  had  been  an  employee.  It 
more  than  a  semantic  distinction: 
ed  to  reftle  three  years  of  tax  re- 
3 — and  with  her  self-employment 
nse  deductions  disallowed — Rebelo 
i  a  five-figure  bill  for  back  taxes, 
le  IRS  also  took  a  close  look  at  Jack 
1,  who  began  writing  for  SpoHs  II- 
'ated  and  other  Time  Inc.  maga- 
;  more  than  40  years  ago.  In  1982, 
irmalized  the  long-term,  full-time 
ance  arrangement  and  put  Tobin 
r  contract.  This  March,  Tobin  asked 
RS  to  consider  reclassifying  him  as 
1-fledged  Time  employee,  as  it  had 
i\o.  Doing  so  could  qualify  him  for 
pay,  health  insurance,  and  a  pen- 
Soon  aftei-ward,  Tobin,  75,  was  di- 
sed  with  stomach  cancer  and  was 
ly  hospitahzed.  But  because  Tobin 
taken  the  relatively  unusual  step  of 
porating  himself  years  ago,  he  was 
ed  by  the  iRS  on  May  29  as  not 
y  a  Time  employee. 
TINE  AUDIT"?  Despite  theii-  different 
usions,  Tobin's  and  Rebelo's  predica- 
;s  have  focused  the  attention  of  the 
ind  the  Labor  Dept.  on  Time's  pos- 
improper  practice  of  misclassify- 
jmployees  as  contract  workers  to 
i  paying  benefits  and  other  costs 
iiated  with  full-time  employment. 
MESS  WEEK  has  leaiTied  that  the  irs 
"apping  up  a  two-year  inquiiy  into 
natter.  Close  on  the  iRS's  heels  is 
Labor  Dept.,  which  has  launched 
>vn  inquiiy,  according  to  three  peo- 
ontacted  by  the  agency, 
me  Inc.  spokesman  Peter  Costiglio 
rms  the  irs  inquiry  but  says  it  is 
a  "routine  audit."  He  acknowl- 


edges, however,  that  the  company  has 
never  been  subjected  to  an  audit  specif- 
ically examining  Time's  use  of  contract 
workers  before.  He  says  Time  has  not 
been  notified  of  a  Labor  Dept.  inquiry. 

A  company's  motive  foi'  prefening  in- 
dependent contractors  is  obvious.  Em- 
ployers, large  and  small,  use  them  all 
the  time.  For  one  thing,  the  company  is- 


n't  requh-ed  to  pay  So-  M  iSClaSSiiyillg 
cial  Secunty  or  unem-  " 

r^J:pearcr„J:  <"nr)l()yees  as 
'""■"■tf^        '  iiHl(!i)end('nts 

owe  them  health  m-  i 

surance,   sick   leave,  (:()stS  nearlV 
paid  vacations,  or  oth- 

er  benefits.  As  pres-         liOH  E  VCar  iU 

sure  to  pare  expenses  •■' 
has  increased  in  recent  j^^^f  ^.^^  FeVenUe 
years,  widespread  use 
of  contract  workers  SayStheIRS 
has  grown,  especially 
in  the  software,  insur- 
ance, and  real  estate  businesses.  Many 
publishers,  including  The  McGraw-Hill 
Companies  Inc.,  publisher  of  BUSINESS 
WEEK,  also  use  contract  workers. 

Time,  a  unit  of  Time  Warner  Inc.,  is 
hardly  the  only  company  to  butt  heads 
with  the  IRS  over  contract  workers. 
And  certainly  not  all  contract  workers 


are  employees  in  disguise.  Some  people 
prefer  the  flexibility  and  tax  status  of 
being  contingent  workers.  Typically,  le- 
gitimate contract  workers  work  for 
very  short  periods  of  time,  do  not  reg- 
ularly report  to  a  corporate  manager, 
work  for  other  clients,  and  maintain 
their  own  offices  and  equipment,  irs 
critics  charge  that  the  rules  defining 
independent  contractors  are  mui'ky.  The 
detennination  hinges  on  a  20-factor  test 
that  many  companies,  especially  smaller 
ones,  find  confusing. 
BENEFITS  NIGHTMARE.  Still,  the  agency 
estimates  that  misclassification  of  em- 
ployees costs  nearly  .$4  billion  annually 
in  lost  tax  revenue,  and  it  has  been 
clamping  down  on  violators  for  several 
years,  says  irs  spokesman  Don  Roberts. 
Another  big  company  it  is  investigating 
is  IBM,  which  confirmed  publicly  last 
year  that  it  is  undergoing  an  audit  of 
the  status  of  hundreds  of  independent 
contractors. 

Indeed,  a  judgment  by 
the  IRS  that  a  company 
has  misclassified  em- 
ployees   as  contract 
workers,  or  by  the  La- 
bor Dept.  that  it  im- 
properly denied  employ- 
ees their  full  benefits 
and  pension  payments, 
"is  nitroglycerin,"  says 
San  Francisco  attorney 
Garry   G.  Mathiason, 
who  specializes  in  em- 
ployment law.  The  po- 
tential headaches  for 
Time  could  be  severe. 
In  addition  to  owing 
back  state  and  federal 
taxes,  plus  interest  and 
penalties.   Time   could  be 
forced  to  provide  full  bene- 
fits to  a  large  number  of  ad- 
ditional workers — which  can 
create  legal  havoc  and  has 
caused  some  corporations  to 
lose  important  tax  deductions 
for  their  contributions  to 
their  benefits  plans.  "It  can 
put  the  entire  employee  ben- 
efits structure  of  a  company 
in  jeopardy,"  Mathiason  says. 

A  former  Time  Inc.  human 
resources  manager  says  that 
for  several  years  Time's  op- 
erating managers  have  been  under  in- 
tense pressure  to  keep  head  counts 
down.  The  former  manager  says  that 
the  company's  rich  benefits  package, 
which  includes  a  generous  annual  stock 
grant  of  about  10%  of  an  employee's 
salary  into  his  pension  account,  adds  at 
least  40%  to  the  value  of  an  employ- 
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%  The  Strong  Growth  Fund 

.'*v  '       Kunahl  C.  Ogiiar,  Fortfoliu  Manager 
\         Over  25  years  experience 

"Stock  performance  generally  fol- 
^  lows  earnings  growth.  So  we  focus 

on  stocks  that  we  believe  can  consistently  increase 
earnings  through  strong  unit  growth,  market  domi- 
nance, and  proven  management.  The  key  is  to  be 
discriminating— to  not  just  buy  growth,  but  buy  it  at 
a  reasonable  price."  —  Ronald  C.  Ognar 


Average  Annual 
Total  Returns 

through  3-31-96 


40.35% 

1-year 

28.63% 

Since  inception 

(on  12-31-93) 

Performance  is  historical. 


hivestinciil  retiirm  and  principal  value  vaiy,  andyoii  may  have  a  gam  or  loss  when  you  sell  .'ihares.  For 
a  free  prospectus  with  more  complete  information,  including  management  fees  and  expenses,  call 
Strong  Funds  Distributors,  Inc.  Read  it  carefuRy  before  you  invest  or  send  money.  1554I95N 
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^  Strong  Funds 
1-800-368-1175 


http://www.strong-funds.com 
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Buy  recycled.  It  would  mean  tke  world  to  tliem. 

rliaiiL's  to  you,  all  sorts  o{  everyday  products  are  Keing  made  irom  materials 
you've  recycled.  But  to  Ijeep  recycling  worl«ing,  you  need  to  liuy  those  products. 
For  a  free  hrocliure,  write  Buy  Recycled,  Environmen  tal  Defense  Fund,  257 
Park  Avenue  SoutK,  New  York,  NY  10010,  or  call  l-SOO'CALL-EDF. 
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ee's  base  salaiy  Costiglio  disputed  t 
value  of  the  benefits  package,  but  (| 
clined  to  cite  another  figure. 

Internally,  the  formei-  manager  ad 
Time  has  kjiown  for  years  that  its  wi(] 
spread  use  of  contract  workers  a 
temps  might  cause  a  problem.  In  19 
an  internal  review  revealed  that  Tt 
Inc.  had  5,000  New  York-based  empli 
ees  and  1,000  temporary  or  contr 
workers.  About  100  of  those,  the 
mei'  manager  says,  were  judged  as  be 
improperly  classified.  Costiglio  co; 
the  internal  review,  but  would  not  c 
ment  on  its  conclusions.  But  Time  did 
tie  to  address  the  potential  problem, 
former  manager  says:  The  governm 
inquiries  "were  just  waiting  to  hap' 
There  was  tremendous  pressure  to 
away  with  as  much  as  you  can."  S 
Costiglio,  "That's  an  inaccurate  desc 
tion  of  how  we  run  the  company." 
LABOR  ACTION.  On  Apr.  12,  the  IRS 
sented  Time  with  a  hst  of  11  worke 
believes  may  have  been  improp 
classified,  says  Key  Martin,  a  Pe 
staffer  who  also  heads  Time's  chap 
of  the  Newspaper  Guild,  which  rep 
sents  1,100  editorial  employees 
union  has  locked  horns  with  Time  o 
its  use  of  independent  contractors  i 
temporary  workers  over  the  past 
years.  Martin  says  the  iRS  has  indi 
ed  to  him  that  the  11  workfers 
serving  as  a  precedent  to  justify 
ther  investigation. 

Labor  Dept.  investigators  are 
sniffing  around.  They  have  recently 
terviewed  Rebelo,  Tobin,  and  Mar 
and  a  Labor  Dept.  investigator  c. 
to  the  Guild  office  in  the  Time  buil 
a  few  weeks  ago  and  removed  d( 
ments  relating  to  Time's  classifica 
of  employees  and  its  benefits  and  \ 
sion  structui'e,  Martin  says. 

Since  Rebelo  has  already  been 
classified  by  the  iRS  as  having  bet 
Time  employee,  any  action  by  the 
bor  Dept.  could  mean  she  would  i 
thousands  of  dollars  in  back  pen 
and  other  benefit  payments. 

Tobin,  though,  won't  benefit  from 
inquiries,  since  the  iRS  ruled  he 
not  an  employee.  What's  more,  he 
heves  that  his  iRS  query  makes  it 
likely  his  contract  will  be  renewed, 
after  42  years  of  wnting  for  Sport, 
lusfrated,  he  figures  it  was  a  pr 
good  nuv.  ''Spoiis  III  list  ivted  has  be 
wondeiful,  wonderful  place  to  work, 
they're  trying  to  compete  in  a  wl 
different  world,  battling  vdth  TV,  r: 
other  magazines.  It's  a  tough  ta 
Tougher  on  some  than  others,  thou 

By  Elizabeth  Leslij  and  Mike  Fr 
in  New  York 


Let  The  Next 
Move  Be  Ours. 


To  Gain  True  Competitive 
Advantage  From  Your 
Computing  Investment . . . 


Competitive  (idvantdge  inenns  m<iking  the  most 
of  your  strntegir  business  assets:  people,  (laid, 
ami  computer  hardware.  It  means  eliminating 
the  obstacles  to  enterprise  information  delivery. 
And  it  means  empowering  everyone  in  your 
organization  with  facts  to  fuel  effective  decisions. 

SAS  Institutes  software  solutions,  backed  by  our 
exclusive  core  technologies,  provide  everything 
you  need  to  achieve  true  competitive  advantage. 

'  Enterprise  Information  Systems  (EIS)... 
for  ensuring  that  key  decision  makers  have  fast, 
user-friendly  access  to  the  most  relev(nit  and 
up-to-date  business  information 

'  The  SAS  Data  Warehouse. ..for  managing  and 
organizing  data  from  any  source,  and  then  exploiting 
that  data  using  afidl  range  of  business  intelligence 
ami  analytieal  tools 

■  Tlie  SAS  MuUiVendor  Architecture' '...for  sharing 
data  and  business  solutions  across  your  entire 
hardware  landscape — desktop  ami  beyoml 

We'd  like  to  hear  about  your  current  information 
needs.  Well  respond  with  a  software  sohition  that's 
customized  for  the  way  you  do  business. 


Call  now  for  your  free 
SAS  Institute  overview, 
or  send  us  E-nutil  at 
bwcsus.sas.coni 


m. 


SAS  Iiislitiitc 
I'lion.-  ')l')-f)77-«200 
K-iiKiil:  liwOT'sas.sas.com 
I  Rl,:  htl|)://www.sas.rom/ 


We're  SAS  Institute, 
and  we'll  help  you 
leverage  technology 
to  meet  your 
business  goals. 


Software  for  Successful  Decision  Making 


SAS  is  a  registf-n-d  Iniilfiii.irk  nf  SAS  liT-tiiule  liii- 
Coiniifjlil  ©  19%  hy  SAS  lri>tilul.-  In.  , 


MIDYEAR  INVESTMENT  OUTLOOK 


THE  WORLD'S  BEST 

INVESTMENTS 

Wall  Street's  continuing  run-up  shouldn't  scare  you  onto  the  sidelines 


These  are  anxious  times  for  investors.  The  relent- 
less advance  of  the  U.  S.  stock  market  has  many 
people  fearful  that  it  is  approaching  a  peak.  The 
Standard  &  Poor's  500-stock  index  has  gained 
9%  since  the  beginning  of  the  year — on  top  of  a 
37.5%  total  return  in  1995.  And  the  nasdaq  mar- 
ket, home  to  many  smaller  stocks,  is  on  fire,  up  more  than 
16%.  Inflation  fears  are  roiling  the  bond  market,  sending 
prices  on  Ti'easury  bonds  plunging.  It's  almost  enough  to  per- 
suade an  investor  to  cash  out  and  retreat  to  the  sidelines. 
BUSINESS  WEEK  recommends  a  different  approach:  tune 

out  much  of  the  noise  in  the  market.   

Remember  that  many  of  the  same  gu- 
iTJs  counseling  investors  to  take  money 
off  the  table  today  were  saying  the 
same  thing  this  time  last  year,  when 
the  Dow  Jones  industrial  average  was 
1200  points,  or  about  25%,  lower.  Grant- 
ed, the  stock  mai'ket  is  hardly  a  scream- 
ing buy.  But  it  still  offers  some  of  the 
best  opportunities  in  the  world.  In- 
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(page  100).  U.  S.  tech  stocks  look  pricey,  but  pros  say  somjj 
those  prices  are  justified  by  the  prospect  of  explosive  ean 
growth.  Investors  ventui'ing  into  European  tech  stocks 
even  be  able  to  ferret  out  bargains. 

Natural-resource  stocks  also  promise  to  outperform 
broad  market  averages.  Strong  economic  gi'owth  in  deve| 
ing  countries  is  reversing  a  long  decline  in  commodity  pr 
and  opening  up  a  raft  of  investment  possibilities  (page  1| 

Investors  who  are  worried  about  a  richly  valued 
market  may  want  to  dip  their  toes  into  emerging  mart 
After  a  tough  two  years,  many  of  these  markets  are  re\ 
ering.  While  emerging  markets 
followed  the  Dow's  lead  in  years 
some  pros  think  those  countries  arel 


TECHNOLOGY  Be  it  ever  so 


coupling  from  the  U.  S.  market  (p 
,  ,  ^  „  104)  and  could  do  well  no  matter 

P"^_^A'A^.lt^__^*:^l-AoA  .^^'jJ.O±      happens  in  the  U.  S. 


NATURAL  RESOURCES  Eaith 
ly  stocks,  heavenly  profits  Page  102 
EMERGING  MARi^^ty  They  " 


Many  big-picture  investors,  sucll 
hedge-fund  managers  and  asset  all| 
tors,  are  shifting  money  overseas  (p 
112).  Wliile  fai"  from  forsaking  the 


vestors  that  focus  on  sectors  promis-      ^_^1^__^_1^^"®_^L^J^^^.?}^  some  pi-os  see  better  values  in  selei 


ing  the  greatest  long-term  gi-owth,  both 
in  the  U.  S.  and  abroad,  can  rack  up 
some  sweet  returns. 

Sure,  uncertainty  about  whether  the 


BONDS  Feeling  jitteiy?  There  will 
be  peace  in  the  market         Page  106 

SY6c;KS  TO  SELL  AVhat'^^^^^ 


markets  in  Europe,  Latin  America, 
Asia,  where  they  expect  faster  econq 
growth  than  in  the  U.  S. 

Since  tech  stocks,  natural-resoife 


Federal  Reserve 'will  raise  interest      ^^^'^^^^^'-^.J^X^l^^l'^P^^^^^^  plays,  and  emerging  markets  carb 


rates  when  it  meets  in  August  will  be  a 
soui'ce  of  volatility  thi'ough  much  of  the 
summer.  A  handful  of  surprisingly 
strong  economic  statistics  has  unnerved 


ASSET  ALLOCATION  sticking 
with  stocks  but  going  abroad  Page  112 

MUWAL'fWjYS  The'year'of'^" 


volatile,  investors  may  prefer  the;)' 
versification  of  mutual  funds  to  owin 
individual  stocks.  To  find  the  best  vfv 
to  play  these  high-growth  secj 


the  bond  market  in  recent  weeks,  send-      big  m«".ey-??d  small  fo^^^^^  ^^^^^^^  ^^^^  p^^^ 


ing  the  yield  on  the  30-year  Treasury 
up  one  pei'centage  point  so  fai'  this  year, 
to  7%s  and  jarring  the  stock  market. 
But  most  economists  expect  economic 
growth  to  cool  down  in  the  second  half  of  1996.  That  could 
bring  the  long  bond's  yield  back  down — perhaps  to  6.5%-. 
HOLY  GRAIL.  To  help  investors  navigate  today's  turbulent 
markets,  business  week  pinpoints  three  sectors  offering 
above-average  growth:  technology,  natural  resources,  and 
emerging  markets.  In  each  one,  we  identify  some  of  the 
most  profitable  ways  to  play  long-teiTn  global  trends. 

The  holy  grail  in  investing  is  earnings  gi'owth,  and  nowhere 
are  the  prospects  greater  than  in  technology.  If  interest 
rates  and  economic  activity  remain  fairly  stable,  a  selective 
approach  to  tech  investing  can  keep  those  big  gains  coming 


MUTUAL  RINDS  SCOREBOARD 

Standout  perfoirnances        Page  120 


read  about  how  the  average  equity 
is  trouncing  the  broad  market  indi 
so  far  this  year,  check  out  page  12i 
Bond  investors  can't  trumpet 
gains.  Rising  rates  have  sent  bond  prices  plunging.  Sti]| 
these  levels,  bonds  look  relatively  attractive  for  income 
ented  investors.  The  best  yield  plays  today  include 
bonds  and  real  estate  investment  trusts  (page  106). 

It's  just  as  impoitant  to  raise  red  flags  as  to  high 
the  best  investments.  For  a  look  at  stocks  to  short  an 
changing  nature  of  short-selling,  see  page  110. 

The  resolve  of  investors  will  be  tested  in  the  yeai-'s  se 
half.  Those  who  stay  calm  when  markets  get  choppy  wi 
well-rewarded  for  their  fortitude. 

By  Suzanne  Woolley  in  New 


THE  WORLD'S 
BEST  INVESTMENTS 


TECHNOLOGY 


it 


Be  It  Ever  So  Pricey, 
High  Tech  Is  StiU  Hot 

Savvy  investors  are  being  very  selective,  zeroing  in  on  specific  markets 
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Internet  stocks  are  so  pricey  they 
tough  to  buy.  It's  not  uncommon  to  fi 
a  company  with  $10  million  in  sal 
and  a  market  cap  of  $1  billion  who 
stock  is  trading  so  high  that  the  pri( 
earnings  ratio  can  be  up  in  the  ht 
dreds.  Many  experts  are  wary  of  pu 
Internet  plays  such  as  Netscape  Co] 
munications  Corp. — too  expensive.  I 
stead,  they  prefer  indirect  routes 
the  Net. 

Roland  Gillis,  lelelupal 
manager  of  Putnar  ivofso 
Voyager   Fund,   lik  'mmi 
Shiva  Corp.  in  Burlir  i  in  one 
ton,  Mass.,  which  si  tldnPa 
plies   equipment  th  mionj 
lets  companies  acc€  ltd  tliis 
the  Net.  Shiva  trad  fli  tlie  d 
at  70  times  1997  eai 
ings,  and  its  profits  £ 
expected  to  increase 
57%  next  vear.  Accoi 
ing  to  Gillis:  "What  y  ' 
have  to  do  is  dec||[ss[j)[| 
which  companies  i 
going  to  participate 
the  long-term  buildupjtlllftdi 
the  technology  infi 
structure." 

Semiconductor  p-e 
lios  tend  to  be  mu 
lower  than  other  te 
nology   sectors.  In 
Corp.  is  selling  at  a 
nf  17,  because  invest 
ai'e    concerned  abq 
high  inventories 
steadily  declining  pric 
Amerindo's  Vilar  won't  touch  semic|jj||]^j 
ductor  stocks  because  "they're  * 
volatile."  Other  investors,  however, 
high  on  makers  of  proprietary  chitif 
Gillis  likes  Analog  Devices  Inc.  in  N 
wood,  Mass.,  which  produces  a  vari' 
of  specialized  chips.  The  company 
selling  at  20  times  1997  earnings,  Ip 
its  profits  are  expected  to  gi-ow  ab 
25%  a  year  for  the  next  two  ye^ 
Gillis  says. 

Hancock's  Lowenstein  hkes  LSI  L 
ic  Corp.  and  Atmel  Corp.  because 
thinks  they  were  unjustly  battered 
the  sell-off  in  semiconductor  stocks  d 


So  much  for  the  correction  in  tech- 
nology stocks.  The  high-flying  in- 
dustry started  1996  on  shaky 
gi'ound,  as  investors  sold  off  vast- 
ly ovei'heated  sectors,  such  as  Internet 
com])anies  and  semiconductor  makers. 
Turns  out  they  were  only  taking  a 
breather  during  a  run  of  euphoria  that 
just  doesn't  want  to  quit. 

Technology  stocks  have  come  roaring 
back  from  the  lows  of 
January,  gaining  21% 
through  June  3,  as  mea- 
sured by  the  Morgan 
Stanley  High  Tech  In- 
dex. And  barring  any 
sudden  shifts  in  the 
U.  S.  economy  or  inter- 
est rates,  investment 
pros  see  more  gains 
ahead  for  the  rest  of 
the  year.  There's  no 
mystery  why.  "Technol- 
ogy has  the  best  earn- 
ings-growth prospects 
of  any  industiy  over  the 
next  two  years,"  says 
John  W.  Ballen,  a  man- 
ager of  small-  and  mid- 
cap  stock  funds  at 
Massachusetts  Financial 
Services  Co. 

Still,  tech  stocks  are 
trading  at  such  exceed- 
ingly high  prices  that 
experts  are  being  much 
more  selective.  Instead 
of  buying  almost  any 
small,  fast-gi'owing  tech 
company,  savvy  tech  investors  are  ze- 
roing in  on  specific  markets.  They're 
also  recognizing  that  the  technology 
age  is  a  global  phenomenon  and  are 
dabbling  in  new  opportunities  abroad. 
TOUGH  TO  BUY.  In  the  U.S.,  the  in- 
vestment themes  that  are  heard  most 
fi-ecjuently  echo  those  that  became  pop- 
ular last  year:  Networking,  software, 
and  Internet  stocks  are  the  hottest 
things  going. 

One  portfolio  manager  who  thinks 
many  tech  stocks  are  still  a  bargain  is 
Alberto  W.  Vilar,  president  of  Amerindo 
Investment  Advisors  Inc.  For  the  year 


ending  Mar.  31,  he  scored  the  best  per- 
formance of  all  institutional  money  man- 
agers tracked  by  Thompson  Investment 
Software.  In  the  networking  arena,  he 
owns  Ascend  Communications  Inc., 
even  though  it's  selling  at  67 — about 
88  times  its  estimated  1996  earnings. 
Nevertheless,  he  thinks  it  will  have 
better-than-expected  profit  growth  and 
will  remain  a  leader  in  an  exploding  in- 
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dustry.  Otiier  Vilar  favorites  include  a 
number  of  liigh-priced  networking  com- 
panies: Cisco,  Stratacom,  Fore  Systems, 
and  Cascade. 

In  software,  Metatools,  which  sells 
computei-  games  online,  is  a  buy,  says 
Alan  Lowenstein,  a  teclmology  analyst  at 
the  John  Hancock  Global  Technology 
Fund.  He  looks  for  the  company's  rev- 
enues to  gi'ow  to  $41  million  in  1997,  up 
from  $27  million  this  year  He  also  ex- 
pects profits  to  rise  50%-.  Another  pick  is 
Pi-emier  Technology,  a  staitup  involved  in 
electronic  commerce,  whose  profits  may 
more  than  double  next  yeai;  he  believes. 


\e  past  six  months.  "If  we're  not 
e  bottom  of  the  [semiconductor] 
we're  close  to  it,"  he  says.  The  in- 
y  may  begin  boosting  production 
icreasing  its  prices  later  this  year, 
Microsoft  Corp.  introduces  its 
)perating  system,  called  Windows 
i  says. 

3  sector  many  pros  are  avoiding  is 
nal  computers.  These  companies 
iddled  with  low-margin  commodity 
cts.  Shares  in  Compaq  Computer 
he  nation's  leading  PC  maker,  have 
.idged  this  year,  even  though  ftrst- 
er  revenues  were  up  35%.  The 
1?  Profits  were  flat,  and  have  been 
e  past  nine  quarters, 
rope  seems  to  be  catching  high- 
"ever  at  last.  "It's  a  turning  point 
urope,"  says  Christian  Deblaye, 
ging  director  at  Compagnie  Fi- 
ere  Edmond  de  Rothschild  in 
"The  prices  for  stocks  hsted  on 
ASDAQ  are  crazy.  Here,  they  are 
inexpensive,"  he  says. 
ED  DOWN.  Small  companies  have 
d  up  all  over  Europe,  and  the  pop- 
y  of  some  of  'hese  small-cap  is- 
las  sent  prices  soaring.  Gillis  says 
in  one  of  his  top  picks.  Business 
ts  in  Paris,  which  will  have  about 
milhon  in  1996  sales,  have  nearly 
ed  this  year,  to  45  a  share.  Even 
h  the  database  maker's  stock  is 


THE  INTERNET  IS  THE  SEMINAL  EVENT' 


Alberto  W.  Vilar  is  president 
of  Amerindo  Investment 
Advisors  Inc.  based  in  San 
Francisco,  where  he  man- 
ages investments  of  $2.8 
billion.  For  the  year  ending 
Mar  31,  he  racked  up  a 
return  of  78%. 

ON  WHETHER  HIGH-TECH 
STOCKS  ARE  OVERHEATED 

•  A  few  are,  but  most  are 
not.  Any  corrections  should 
be  short-lived. 


ALBERTO  W.  VILAR 

President 
Amerindo 


ON  WHEN  INVESTORS  WILL  GET 
TIRED  OF  TECH  STOCKS 

•  They  probably  won't  do  so  anytime 
soon.  Right  now,  we're  in  the  second 
half  of  a  major  bull  market  in  high- 
technology  industries.  The  first  half  oc- 
curred between  1990  and  1994. 
Technology  is  the  principal  beneficiary 
of  downsizing  by  both  government  and 
business. 


ON  HIS  FAVORITE  SECTORS 

•  Telecom  will  benefit  from 
'H  the  first  deregulation  bill  in 
60  years  and  from  the  need 
^'^Hj  to  reoptimize  the  global  infra- 
^  structure  for  voice,  data,  mul- 
timedia, and  video.  The  In- 
ternet is  the  seminal  event  in 
technology.  It's  growing  15% 
to  20%  a  month  and  will 
keep  expanding  rapidly  for 
the  rest  of  the  decade.  Inter- 
networking is  the  fourth  gen- 
eration of  computing  in  the  past  40 
years — following  mainframes,  minis, 
and  personal  computers. 

ON  HIGH  P-E  RATIOS 

•  Analysts'  consensus  estimates  never 
get  it  right.  They  underestimate  earn- 
ings. Most  people  get  scared  off  by 
high  forward  price-earnings  ratios. 
But  these  companies  are  growing  so 
fast  that  their  p-e  ratios  don't  mean 
very  much. 


trading  at  61  times  estimated  1996  earn- 
ings, Gillis  says  profits  will  gi'ow  about 
50%  in  1997.  making  it  a  buy.  Michael 
Kraland,  president  of  Ti'inity  Capital 
Partners  in  Paris,  recommends  the 


TOP  TECHNOLOGY  PICKS 
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COMMENT 


Big  profit  gains  are  expected  for 
this  French  database  company 


This  fast-growing  networking  outfit's 
1997  profits  should  grow  60%  or  more 


Profit  growth  is  down,  but  still  strong 
compared  with  the  industry 


Profits  should  rebound  nicely  after 
acquisition  costs  are  absorbed 


This  specialized  semiconductor  maker's 
profits  are  expected  to  rebound  faster 
than  competitors' 


A  small,  fast-growing  seller  of  online 
computer  games 


Its  planned  "Internet  in  a  box"  may  not 
sell,  but  this  database  leader  is  still 
growing  fast 


Sales  are  soaring  at  this  Internet 
access  provider 


A  small  telecom  company  doing  big 
business  with  Bell  operating  companies 


une  4**Based  on  1996  earnings  estimates 

DATA:  ANALYSTS  SURVEY,  BLOOMBERG  FINANCIAL  SYSTEMS,  BUSINESS  WEEK  SURVEY  OF  MONEY  MANAGERS 


Netherlands'  Axxicon,  a  leader  in  com- 
pact-disk molds. 

Japan's  powerful  technology  industry 
is  one  of  the  few  pockets  that  have  not 
participated  in  the  global  technology 
stock  boom.  The  industry  is  bogged 
down  by  a  long  recession  and  by  a 
worldwide  surplus  of  commodity  semi- 
conductors. Stock  analysts  in  Japan  are 
placing  hold  or  sell  orders  on  any  Japan- 
ese high-tech  outfits  with  large  expo- 
sure to  memoiy  chips,  including  Fujitsu 
Ltd.  and  Hitachi  Ltd.  Both  companies 
recorded  big  profit  gains  in  the  fiscal 
year  that  ended  in  March  but  are  vul- 
nerable to  the  dramatic  falloff  in  dy- 
namic random-access  memory  chip 
prices  that  has  hmt  U.  S.  semiconductor 
makers  as  well. 

Toshiba  Corp.  may  be  the  exception 
to  the  rule,  according  to  David  Bender, 
a  technology  analyst  at  Barclays  de 
Zoete  Wedd  Ltd.  in  Tokyo.  The  giant's 
profits  jumped  102%,  to  $836  million,  in 
its  year  ending  in  March,  and  Bender 
thinks  its  shares  are  a  bargain:  They 
were  pounded  by  foreign  selling  earlier 
this  year,  and  investors  have  yet  to  pay 
up  for  its  profit  turnaround. 

The  risks  of  high-tech  investing  re- 
main formidable.  Many  investors  have 
stuck  with  it  because  economic  indica- 
tors point  to  continued  slow  growth  in 
the  economy.  This  makes  the  high- 
growth  high-tech  sector  more  attrac- 
tive. But  if  the  economy  speeds  up  and 
interest  rates  take  off,  look  out  below. 

By  Geoffrey  Smith  in  Boston,  with 
Brian  Brenmer  in  Tokyo  and  Gail  Ed- 
mondson  in  Paris 


THE  WORLD'S 
BEST  INVESTMENTS 


NATURAL  RESOURCES 


Earthly  Stocks, 
Heavenly  Profits 


i,itJ 
im. 


With  world  demand  for  food  and  energy  on  the  rise,  commodities  are  looking  good  agaiiiciei 


ith  99%  of  his  net  worth 
tied  up  in  2,000  acres  of 
cropland,  Indiana  farmer 
Don  Villwock  lives  and 
breatlies  the  ultimate  natural-resource 
investment.  Now,  it's  paying  off  in  a 
big  way,  as  prices  for  corn  and  soy- 
beans have  soared,  and  he's  getting 
ready  to  buy  more  acreage.  "It's  a  great 
place  to  put  some  money,"  he  says. 

Although  most  investors  don't  want 
a  farm,  natural  resources  are  looking 
attractive  these  days.  Commodities  such 
as  oil  and  grains,  even  though  off  their 
recent  highs,  have  shown  sharp  price 
increases,  helping  many  related  equi- 
ties outpace  the  market  at  large.  The 


right  stocks  can  provide  handsome  re- 
turns: Fertilizer  and  oil-refining  issues 
are  good  bets,  top  analysts  say.  For  the 
more  adventurous,  new  financial  prod- 
ucts offer  exposure  to  commodity  rallies 
without  excessive  risk  or  steep  fees. 

The  rise  in  commodity  prices  is  more 
than  a  blip.  Strong  gi-owth,  notably  in 
the  developing  world,  is  boosting  de- 
mand for  food,  energy,  and  other  raw 
materials.  As  a  result,  a  15-yeai'  trend  of 
declining  prices  is  reversing.  "The 
prospects  for  commodities  are  bullish 
through  the  end  of  this  centuiy,"  says 
John  Demaine,  ceo  at  London's  Bzw  As- 
set Risk  Management  Ltd. 

Even  a  small  dose  of  commodities 




can  help  diversify  a  portfolio.  In  19/  K 
and  1990,  when  the  stock  marl^  id 
slowed,  many  commodity  investmeikj^dter 
did  well.  That's  why  even  the  stagna|j:!iest 
market  for  gold  bullion  looks  good  Bfriffln 
Barton  M.  Biggs,  chairman  of  Morglintai 
Stanley  Asset  Management  Inc.,  Wikk 
considers  U.  S.  stocks  overvalued:  "I|:  iiio 
looking  for  a  place  to  liide,"  he  explai  aiiiiol 
COTTONSEED.  The  easiest  way  to  r  ssfeg 
the  commodity  wave  is  to  invest  in  ec  i,  aid 
panies  that  benefit  from  rising  co  tear,tl 
modity  prices.  For  example,  the  bull  iHe 
global  outlook  for  grain  prices  ho  Hotes 
gi'eat  promise  for  the  stocks  of  fertili  IVOLAI 
makers.  IMC  Global,  Potash  Corp.  lasatl 
Saskatchewan,  and  Freeport-McMoB  mi  I 
stand  to  win,  as  food  demand  so  sontk 
in  China  and  other  developing  iresdf 
tions,  predicts  analyst  David  tieiicliji 
Nelson  of  Nat  West  Securit  ityii 
Corp.,  who  recommends  all  thi  judsj 
IMC  already  counts  China  as  jidtoc 
biggest  market  outside  the  U  deriva 
and  expects  robust  growth  in 
future.  "Importing  food  is  a 
more  expensive  than  importing  : 
tilizer  and  growing  it  yourse 
notes  Wendell  F.  Bueche,  m 
chief  executive  officer.  Seeds,  j  § 
ticides,  and  farm  equipment  n 
also  gain.  But  be  carel\il:  Delts 
Pine  Land  Co.,  a  cottonseed  ou 
trades  at  an  Internet-like  pri 
earnings  ratio  of  60,  based  on  1 
estimates.  Nat  West  recently  dc  ''ISCMS 
gi-aded  the  stock  fi-om  a  buy  5(1 
cause  of  its  steep  valuation. 

Investors  muUing  over  ene 
stocks  have  a  similar  problem: 
obvious  picks  have  gotten  prii 
Yet  refining  stocks  are  an  except 
says  Frederick  P.  Leuffer,  an  oil  ana 
at  Bear,  Stearns  &  Co.  While  refir  j 
has  been  a  disappointment  in  rec 
years,  Leuffer  believes  tight  gaso 
inventories,  robust  demand,  and  lim  ll[ 
capacity  bode  well.  His  No.  1  pic) 
Asliland  Inc.:  "There  ai-e  a  lot  of  hid 
gems  within  the  company — and  n(  ^[PEHii 
lot  of  risk  on  the  price." 

Looking  abroad  can  pay  off, 
John  Zemek  of  money  manager  E 
tilink  Group  in  Sydney  recomme 


dside  Petroleum  Ltd.,  an  Aussie  ex- 
ition  company  set  to  reap  big  divi- 
iS  from  Japanese  demand  for  gas.  In 
U.  S.,  its  American  depositary  re- 
;s  trade  over  the  counter 
ae  problem  with  natural-resource 
K  is  that  they  may  not  closely  track 
move  in  commodity  prices.  At  fu'st 
fi,  it  might  appear  that  gold  stocks 
Id  be  in  the  doghouse.  After  all, 
prices  have  hardly  budged  in  the 
year.  But  some  gold  stocks  soared 
rash  of  new  discoveries  added  to 
re  earnings  and  as  speculation 
med.  And  the  big  oil  companies 
e  much  of  their  money  in  other 
5  besides  drilling  for  oil. 
a  alternative  is  to  seek  one  of  the 
investment  vehicles  offering  expo- 
to  commodities  vrith  less  risk.  Since 
)w  start  in  November,  1991,  Gold- 
,  Sachs  &  Co.  has  sold  more  than 
million  in  structured  notes  at  a 
mum  of  $50,000  apiece.  These  offer 
rns  pegged  to  the  prices  of  energy, 
il,  and  agricultural  commodities, 
year,  they  showed  a  total  return  of 
^c.  The  firm  predicts  a  16%  return 
le  notes  over  the  next  12  months. 
»  VOLATILE.  Across  the  Atlantic, 
has  attracted  $170  million  to  its 
!d-end  Commodities  Ti'ust,  which 
es  on  the  London  Stock  Exchange 
lares  denominated  in  pounds.  The 
,  benchmarked  to  a  Goldman  Sachs 
nodity  index,  invests  mainly  in  fu- 
3  and  swaps.  It  keeps  enough  cash 
and  to  cover  the  underlying  value 
s  derivatives  positions,  making  it 
volatile  than  a  leveraged  fund,  ac- 


A  WORLDWIDE  PHENOMENON' 


Roche  is  CFO  at  T.  Rowe 
Price  Associates.  He  man- 
ages its  $1.3  billion  New 
Era  Fund,  investing  mainly 
in  natural-resource  stocks. 

ON  RESOURCE  EQUITIES 

•  "Demand  for  natural  re- 
sources looks  solid.  Good 
supply-demand  means  ris- 
ing earnings,  which  is  good 
for  stock  prices." 


ON  INVESTING  IN  NON-U.S.  EQUITIES 

•  "Resources  are  a  worldwide  phenomenon.  They 
are  dollar-denominated,  and  though  you  can  get 
whipsawed  by  currencies,  it's  not  as  likely." 

ON  THE  OUTLOOK  FOR  PRECIOUS  METALS. 

•  "Gold  has  a  favorable  supply-demand  balance. 
Consumption  exceeds  production  by  a  substantial 
margin.  The  gap  has  been  filled  by  central-bank 
selling  and  forward-selling  by  producers.  At  some 
stage,  that  selling  will  abate,  and  the  price  will 
go  up.  When?  We're  close." 

ON  THE  LINK  BETWEEN  EQUITY  AND  COM- 
MODITY PRICES. 

•  "Sometimes  oil  can  go  up,  but  in  a  bad  stock 
market,  oil  stocks  can  go  down.  But  energy  services 
are  a  play  on  the  movement  of  oil  and  gas  prices." 


cording  to  ceo  Demaine.  Even  so, 
strong  commodity  trends  boosted  its 
value  39%  fi'om  October  to  May. 

Regulations  make  it  hard  for  U.  S. 
mutual  funds  to  invest  directlv  in  com- 


RIDING  THE  RESOURCE  BOOM 
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This  oil  refiner  could  gain  as  indus- 
try capacity  tightens 


Rising  gold  prices  would  help  this 
mine  operator 


The  diamond  market  should  improve 
later  this  year 


Cash  flow  and  land  assets  augment 
strong  fertilizer  business 


The  fertilizer  maker  will  benefit  from 
steep  grain  prices 


Genetically  engineered  corn  seed 
could  help  earnings  grow 


The  oil-services  company  is  a 
favorite  of  energy  funds 


Australian  oil-and-gas  producer  will 
gain  from  rising  Japanese  demand 


;f  June  4 

sed  on  estimated  1996  earnings 


DATA  SURVEY  OF  ANALYSTS,  BLOOMBERG  FINANCIAL  MARKETS 


modities.  Still,  a  few^  are 
pushing  the  limits  to  get 
more  bang  from  rising 
prices.  The  $10.3  million 
Hard  Assets  Fund  of  Van 
Eck  Global,  launched  18 
months  ago,  invests  pri- 
marily in  resource  stocks, 
such  as  Louisiana  Land  & 
Exploration.  But  it  also  de- 
votes assets  to  futwes  and 
structured  notes,  letting 
manager  Derek  S.  Van  Eck 
trade  directly  in  commodi- 
ties: He's  bullish  on  tin  and 
natural  gas.  Oppenheimer 
Funds  in  New  York,  mean- 
time, is  seeking  Securities 
&  Exchange  Commission 
approval  to  launch  a  fund 
similar  to  bzw's. 

Individuals  should  forget 
about  playing  futures  on 
their  own:  Some  85%  lose 
most  or  all  of  their  capital, 
according  to  industiy  esti- 
mates. Buying  index  options 
on  gold,  energy,  or  other 
sectors  is  a  better  bet,  since 
risks  are  limited  to  money 
spent  up  front.  But  many 
make  poor  choices,  failing 
to  consider  the  effect  of 
time  on  the  value  of  their 
investments.  "Options  are 
like  a  bucket  of  sand  with  a  hole  in  it," 
notes  T.  Rowe  Price  fund  manager 
George  A.  Roche  (box).  And  those 
tempted  by  the  dii'ect  approach — of  pur- 
chasing everything  from  oil-and-gas  land 
to  gold  coins — man  risks  ranging  fi'om 
paltry  returns  to  outright  scams. 

Some  believe  that  commodity-trad- 
ing advisers,  who  invest  clients'  money 
in  futures,  are  the  best  available  means 
of  playing  hard  assets.  While  the  fees 
are  notoriously  high,  managed  futures 
can  more  than  compensate  with  breath- 
taking results  in  strong  markets. 
Brandywine  Asset  Management's  $126 
million  Benchmark  Program,  for  in- 
stance, turned  a  bullish  bet  on  grain 
and  soybean  prices  into  a  19%  gain  in 
April  alone.  The  ranks  of  talented  fu- 
tures managers  are  growing  especially 
fast  in  Eiu'ope,  where  the  booming  U.  S. 
stock  market  poses  less  competition  for 
investment  dollars.  Wherever  they  live, 
though,  the  ideal  managers  have  long 
track  records  and  trade  a  diverse  aiTay 
of  markets,  says  Mennll  Lynch  &  Co.'s 
futures  strategist  WiUiam  O'Neill. 

In  a  world  where  technology  rules, 
investing  in  grain  and  gold  seems  al- 
most a  quaint  notion.  But  in  a  global 
economy  where  the  demand  for  materi- 
als is  rising,  an  investment  in  commodi- 
ties can  make  a  great  deal  of  sense. 

By  Greg  Bums  in  Cfiicago 


BEsVfHySSSSTs  EMERGING  MARKETS 


Developing  Markets 
Have  a  Life  of  Their  Own 

Good  bets  exist,  no  matter  what  happens  in  the  U.S. 


I 


"  n  the  past,  just  a  whis 
per  about  a  Federal 
Reserve  interest- 
.  rate   hike  made 
emerging-market  in- 
vestors reach  for 
the  aspirin  bottle. 
Reliant  on  Ameri- 
can investment  and 
often  with  currency 
links  to  the  dollar;  de- 
veloping economies 
used  to  watch  their 
stock  markets  move  in 
line    with    the  Dow 
Jones  industrial  average. 
Now,  as  market  bears 
woiTy  about  a  Fed  tight- 
ening before  yearend  or  a 
big  correction   in   U.  S. 
stocks,  the  next  six  months 
might  seem  a  good  time  for 
investors  to  move  to  the 
sidelines. 

Not  so,  insist  many  emerging-mar- 
ket expeils.  The  close  link  between  the 
U.  S.  and  emerging  markets  is  unravel- 
ing, they  say,  which  means  investors  no 
longer  have  much  to  fear  fi'om  the  big 
bad  Fed.  Many  companies  in  developing 
countries  will  do  well  no  matter  what 
happens  in  the  U.  S.  "There's  a  gi-o wing- 
up  trend  in  emerging  markets,"  says 
Michael  J.  Howell,  chief  international 
strategist  at  ing  Barings  in  London. 
"SIFTING."  One  sign  of  the  new  maturity 
is  that  investors  aren't  treating  emerg- 
ing mai-kets  the  way  they  used  to.  Fund 
managers  now  take  a  bottom-up  ap- 
proach to  stock-picking  in  developing 
markets,  looking  for  value  or  special 
growth  stories.  "Investors  are  sifting 
through  companies,  not  just  buying  in- 
dexes," says  Wilham  L.  Wilby,  manager 
of  the  Oppenheimer  Global  Fund.  In- 
vestors now  appreciate  that  emerging- 
market  stocks  are  more  likely  to  move 
independently  of  one  another,  and  that 
it's  hardei  for  an  entii-e  market  to  get 
rocked  by  a  speculative  move  based  on 
general  economic  news,  either  in  the 
developed  world  or  in  the  emerging 
market  itself. 

An  exami)le  of  what  Wall  Street  is 


Poland,  Hungary,  and 
the  Czech  Republic  are 
the  "best  combination 
of  growth  and  value" 


calling  "decoupling"  was  evident  in  the 
first  half  of  1996,  Wilby  points  out.  Even 
though  30-year  U.  S.  Treasury  yields 
have  risen  one  full  percentage  point 
since  January,  the  major  Latin  American 
stock  markets  are  up  an  average  of 
20%.  "The  U.  S.  long  bond  used  to  be  a 
fantastic  indicator  of  what  would  happen 
in  Latin  American  equity  markets,"  says 
Wilby.  Not  this  time. 

Even  though  developing  markets  are 
going  their  own  way,  they  are  all  gain- 
ing momentum  from  climbing  direct  for- 
eign investment  from  the  likes  of  Ford, 
Coca-Cola,  ibm,  and  Unilever — to  the 
tune  of  $100  billion  a  year.  "Foreign 
multinationals  see  more  potential  profits 
there"  than  in  the  developed  markets, 


says  Howell.  Such  capital  flows  are 
volatile  than  portfolio  investment,  sii 
they  represent  long-temi  commitme 
rather  than  short-term  speculation. 
Another  reason  to  like  develop 
markets  is  their  valuation.  Barin 
Howell  measures  a  market's  costlin 
by  looking  at  how  its  average  pri 
earnings  ratio  compares  with  the  co 
tiy's  five-year  real-gi'owth  forecast. 
the  developed  markets,  it's  7;  for 
emerging  markets,  it's  2.9.  So  a 
group,  [developing-country  stocks] 
incredibly  cheap,"  he  says. 
READY  TO  POLKA.  So  where  are 
best  bets  for  the  second  half?  Many 
alysts  vote  for  Central  Europe.  Pols 
Hungary,  and  the  Czech  Repubhc  i 
resent  the  "best  combination  of  gro' 
and  value  you  can  find  in  emerging  n  % 
kets,"  says  Maria-Elena  Cannon,  em( 
ing-mai"ket  portfolio  manager  at  Ban! 
Ti'ust.  Carrion  believes  that  the  reg 
resembles  Latin  America  in  1991,  w 
investors  first  discovered  it  and  dr 
up  stock  prices  300%. 

"Poland   stands   out  most," 
Suzanne  D.  Patrick,  senior  analysl 
New  York  investment  firm  Ai-nhol^ 
S.  Bleichroeder  Inc.  Even  after  runi 


nfon 
in  the  J 


Ian  50f, 


^%  in  dollar  terms  year  to  date, 
ck  says,  the  Warsaw  Stock  Ex- 
^e  has  an  average  p-e  ratio  of  less 
10,  based  on  current  earnings,  com- 
1  with  a  historical  average  of  14.4. 
jtock-picking  strategy:  "You  should 
terested  in  companies  that  can  par- 
te handily  in  the  reconstruction  of 
id  but  that  also  have  a  window  on 
onsumer-products  boom." 
e  example  is  Kety  Aluminum 
acts,  which  makes  everything  fi-om 
ided  products  such  as  tubes  and 
1  to  household  goods  such  as  alu- 
n  foil.  Another  is  glassmaker  Kros- 
iroviding  fiberglass  for  cars  and 
nade  glass  products  for  consumers. 
:  these  stocks  don't  trade  in  the 
looking  for  mutual  fimds  that  con- 
ate  on  Central  Europe,  including 
'ioneer  and  Harvard  fimds,  is  the 
3t  way  to  buy  into  Poland. 
JITTERS.  As  a  region,  there's  less 
msus  about  Latin  America  than 
jiTi  Europe,  but  many  veteran  in- 
rs  give  two  reasons  for  optimism, 
is  that  despite  good  stock  peifor- 
es  in  Ai-gentina,  Brazil,  and  Mexi- 
the  past  six  months,  investors 
still  not  completely  recovered  from 
ifter-effects  of  the  peso  crisis  in 
mber,  1994.  Portfolio  investment  in 
egion  is  coming  off  a  low  base  in 
and  is  likely  to  keep  growing.  Sec- 
says  Bankers  Trust's  Carrion, 
th  of  gross  domestic  product  in  the 
d  half  of  1996  for  Ai'gentina,  Brazil, 
Mexico  will  look  good  compared 
last  year's  levels.  Stronger 
imies,  especially  in  Mexico,  ai'e  Ul^e- 
reinforce  investors'  urge  to  get 
in  the  game  there, 
hile  analysts  disagree  on  which 
.  country  wiU  beat  the  others,  many 
he  same  companies.  One  in  Mexico 
ica-Cola  Femsa,  the  soft-drink  dis- 
tor  whose  American  depositary  re- 
s  (adrs)  are  already  up  35%  this 
Another  is  Bancomer,  one  of  the 
rhi'ee  banks  whose  stock  price,  at 
:han  50?,  is  considered  a  bargain, 
azil  is  probably  the  region's  biggest 
tion  mark.  Slower-than-expected 


IT'S  IMPORTANT  TO  BE  PICKY' 


Pineda's  $700  million  fund 
showed  a  total  return  of 
13.4%  through  the  end  of 
May,  beating  the  emerging- 
market  indexes  by  around 
five  percentage  points. 

ON  A  1994-STYLE  CRASH 
IN  DEVELOPING  MAR- 
KETS IF  U.S.  RATES  RISE 

•  "The  1994  hit  [to  emerg- 
ing markets]  followed  years 
of  hot  performance.  This 
time,  it  has  only  been  a 

few  months.  We're  still  on  the  heels  of 
a  two-year  bear  market." 

ON  RED-HOT  VENEZUELA 

•  "I  think  a  correction  and  a  lot  of 
volatility  are  guaranteed.  There's  ex- 
citement about  policy  changes,  espe- 
cially the  freeing  of  capital  controls, 


GRACE  PINEDA 

Memll  Lynch 
Developing  Marke 


but  there's  the  risk  that  in- 
flation will  pick  up.  And  in- 
terest rates  would  follow." 

ON  MALAYSIA'S  RUN-UP 

•  "We're  underweighting 
Malaysia  now,  but  one  of 
our  biggest  holdings  is  [tele- 
com company]  TRI.  It's  a 
play  on  fast  subscriber 
growth.  In  many  ways,  you 
wouldn't  even  call  Malaysia 
an  emerging  market — but 
penetration  for  cellular 
phones  is  low." 

ON  FINDING  BARGAINS 

•  "We're  going  to  ride  out  whatever  hap- 
pens in  U.S.  monetary  policy  by  focus- 
ing on  value  stocks.  We've  had  a  rally, 
so  it's  important  to  be  picky.  But  valua- 
tions are  not  too  far  out  of  whack." 


progress  on  deficit-cutting  and  persis- 
tent high  interest  rates  to  keep  the  real 
strong  could  be  a  combination  lethal  to 
growth.  In  addition,  some  obsei-vers  be- 
lieve that  as  companies  restracture,  ris- 
ing imemployment  will  depress  consimier 
demand  in  the  near  term.  Still,  analysts 
think  some  stocks  have  sizzle,  such  as 
Telebras.  As  Brazil's  largest  telecommu- 
nications company,  notes  Salomon  Broth- 
ers analyst  Sari  Mayer,  Telebras  is  a 
play  on  both  industry  consoUdation  and 
overall  economic  gi'owth.  Salomon  says 
the  company's  adrs,  at  $62,  are  45%  un- 
dervalued compared  with  the  stocks  of 
its  Latin  American  peers. 

Bulls  aren't  i-oaring  in  unison  over 
emerging  Asia,  but  certain  markets  are 
more  popular  than  others.  Barings' 
Howell  is  optimistic  about  South  Korea 
because  he  believes  that  an  interest- 
rate  cut  is  in  the  cards  and  that  the 
bond  market  will  be  opened  to  foreign 
investment.  Another  Korea  booster  is 
Grace  Pineda,  who  manages  the  Memll 
Lynch  Developing  Capital  Markets 
Funds  and  has  large  holdings  in  Korea 


HOT  STOCKS  IN  CHEAP  MARKETS 
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Mobile  Telecom,  kmt,  is  a  bet  on  fast- 
gi'owing  cellular  subscriptions  in  a  coun- 
try that,  Pineda  notes,  is  not  as  closely 
correlated  with  the  U.  S.  as  many  other 
emerging  markets  have  been. 
SHINY  NICKEL.  With  the  Kuala  Lumpur 
Stock  Exchange  up  16%  so  fai*  this  yeai* 
in  dollar  terms,  many  investors  think 
Malaysian  stocks  are  overvalued  But 
Merrily  Chiam,  chief  of  research  at  No- 
mura Singapore  Ltd.,  recommends  two 
for  the  long  haul:  privatized  power  com- 
pany Tenaga  Nasional  Berhad,  about  to 
enjoy  the  fruits  of  a  tariff  hike,  and  in- 
frastructure play  United  Engineers 
Malaysia.  And  Indonesia,  a  market 
where  investors  have  so  far  been  rela- 
tively shy,  offers  at  least  one  exciting 
bet  on  rising  commodities  prices:  Inter- 
national Nickel  Indonesia.  According  to 
James  Grant,  editorial  director  of 
Grant's  Asia  Observer,  Inco  Indonesia 
should  benefit  from  rising  consumption 
in  Japan  as  the  economy  there  recovers, 
even  if  world  nickel  prices  don't  go 
through  the  roof. 

The  easiest  way  to  place  your  bets  is 
to  buy  countiy  or  regional  funds  hsted 
on  U.  S.  exchanges.  Many  are  trading  at 
a  discount  to  net  asset  value,  and  man- 
agers will  do  the  stock-picking  for  you. 
If  you  would  rather  run  your  own  port- 
folio, ask  the  analysts  who  follow  the 
companies  that  interest  you  whether 
their  firms  make  a  market  in  the  stocks. 
If  their  own  firms  don't,  they'll  know 
which  firms  do.  Another  option  is  to 
stick  with  ADRS.  That  way,  you  can  look 
up  in  your  daily  paper  whether  your 
emerging-market  investments  are  track- 
ing the  U.  S.  or  going  their  own  way. 

By  Joan  Warner  in  New  York,  with 
Dave  Lindarff  in  Hong  Kong 


THE  WORLD'S 
BEST  INVESTMENTS 


BONDS 


Feeling  Jittery?  There  Will 
Be  Peace  in  the  Bond  Market 

For  some  investors,  it  may  be  the  right  time  to  shift  money  into  income-producing  instrumeni 


If  you  like  action,  the  bond  market 
was  the  place  to  be  last  year.  This 
year  rising  rates  and  bond  volatil- 
ity have  taken  investors  by  sur- 
prise. As  most  economists  see  it,  the 
outlook  for  the  near  future  is  calmer: 
steady  or  slower  economic  gi'owlh  and 
inflation  and  stable  or  slightly  lower 
short-  and  long-term  interest  rates. 
Yield  spreads  of  most  fixed-income  in- 
struments over  U.  S.  Ti'easui'ies  have 
narrowed  shaiply  since  earhei'  this  year. 
But  for  nimble  investors,  there  are  still 
a  few  good  opportunities  to  maximize 
yield  as  well  as  avoid  losses  of  principal. 

The  consensus  forecast,  of  course, 
could  be  upset.  Some  analysts  see  signs 
of  a  tighter  job  market  in  certain  re- 
gions and  in  certain  segments  of  the 
economy,  as  well  as  pressures  for  high- 
ei'  wage  settlements  that  they  believe 
could  lead  to  creeping  wage  inflation. 
And  others  think  bond  markets  could 
become  jittery  if  President  Clinton  is 
reelected  with  a  Democratic  majority 
in  the  House. 

Still,  for  investors  who  worry  that 
the  stock  market  has  become  too  frothy, 
this  may  be  a  good  time  to  shift  some 
money  into  income-producing  instru- 
ments. Says  Theresa  A.  Havell,  fixed-in- 
come managei-  at  Neuberger  &  Bemian, 
a  money-management  firm:  "The  pen- 
dulum has  swimg  too  far.  Ther'e's  too 
much  equity  risk  and  not  enough 
fiKed  income."  A  yetu'  ago,  she  would 
have  advised  a  hypothetical  4.5-to-55- 
year-old  investor  with  $100,000  to  put 
about  .$()0,000  in  stocks  and  the  rest 
in  bonds.  Today,  she  says,  the  stock 
market  "scares  me.  I'd  be  50-50."  Daniel 
J.  Fuss,  executive  vice-president  at 
Loomis,  Sayles  &  Co.,  goes  even  fiu- 
tlier:  "I'd  be  nearly  all  in  bonds." 
NO  FLAT  TAX.  For  risk-averse  investors, 
particularly  those  below  the  top  tax 
brackets,  Ti'easuries  are  a  solid  bet. 
Martin  J.  Mauro,  Merrill  Lynch  &  Co.'s 
fixed-income  sti-ategist,  who  is  among 
those  expecting  slightly  lower  long-tenn 
and  stable  short-tenn  rates,  advises  in- 
vestors to  spread  out  most  of  their 
funds  allocated  to  Treasuries  in  roughly 
equal  amounts  fi'om  2  to  10  years.  The 


yield  curve  flattens  at  the  long  end:  In- 
vestors pick  up  less  than  a  quarter  of  a 
percentage  point  by  going  out  to 
30  years.  But  contrarian  Robert  L. 
Rodriguez,  who  manages  the  top-per- 
forming FPA  New  Income  Fund,  frets 
that  strong  economic  gTowth  and  wan- 
ing Japanese  interest  in  U.  S.  Treasmies 
will  j)ush  long  rates  as  high  as  7.5%  by 
yearend.  For  now,  he  likes  Treasuries 
matui-ing  in  two  to  five  years — or 
longer,  if  rates  do  rise. 

Municipals  remain  a  good  value  for 
income-seeking  investors  in  all  tax 
brackets,  especially  the  highest  ones. 
But  they're  clearly  not  as  appealing  as 
they  were  earlier  in  the  year,  when  the 
possibility  of  a  flat  tax — coupled  with 
the  elimination  of  the  mortgage  and  mu- 
nicijjal-bond  interest  deduction — was  still 
being  taken  seriously.  Since  then,  the 
ratio  of  oO-yeai-,  AAA-rated  munis  to 
80-year  Ti-easury  yields  has  retreated 
from  roughly  91%  to  about 
83%.  Still,  says  Mer- 
rill's Mauro,  "I 
liked  them  at 


the  beginning  of  the  year  and  still  li 
them."  He  points  out  that  the  inventc 
of  munis  has  been  declining  for  the  p 
couple  of  years  and  will  continue  to 
so.  California  issues  may  be  an  es] 
daily  good  buy  right  now,  says  Thon 
C.  Spalding  Jr.,  vice-president  at  > 
veen  Advisory  Corp.,  a  New  York  n 
nicipal-bond-fund  adviser.  Why?  ' 
California  economy  is  I'ebounding, 
the  1994  Orange  County  derivative 
bade  has  proved  to  be  an  isolated  ii 
dent  for  municipalities. 
GO  NORTH?  Canadian  government  boi 
may  be  one  of  the  few  safe  capital-ga 
plays  left  on  the  planet,  experts  s 
Canadian  yields  are  lugher  in  real  tei 
than  U.  S.  rates,  says  Allen  Sinai,  cl 
economist  at  Lehman  Brothers  Inc., 
they're  poised  to  drop  further  Sin 
not  as  bullish  on  other  parts  of  the 
dustrialized  world,  including  Japan  ; 
Eiu'ope,  where  he  expects  I'ates  to 

higher  But  some  glc 
bond  strategi 
suggest  tak 
a  look 
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THE  WORLD'S 
BEST  INVESTMENTS 


BONDS 


shorter  maturity  New 
Zealand  and  Australian 
paper,  now  yielding  up- 
wards of  '  9%.  Still, 
there's  some  currency 
risk,  and  investors  will 
likely  have  to  pay  a 
ciuTency-convej-sion  fee. 

Some  bond-market 
bears,  such  as  Bankei-s 
Trust  Co.  Managing  Di- 
rector.John  K.  Burgess, 
who  thinks  the  Federal 
Reserve  Board  will 
move  short-term  rates 
a  tad  higher  this  Au- 
gust, find  mortgage- 
backed  securities  more 
atti'active  than  most 
fixed-income  invest- 
ments. He  would  buy 
high-coupon  Federal  Na- 
tional Mortgage  Assn. 
bonds  in  maturities  of 
from  10  to  20  yeai-s.  Un- 
less rates  plunge,  pre- 
payment risk  won't  be 
a  major  thi-eat. 

AH  things  consideretl, 
many  strategists  think 
junk  is  about  the  best 
value  around.  Although 
"neutral"  on  the  bond  market  generally, 
Leslie  J.  Nanberg,  fixed-income  chief  at 
Massachusetts  Financial  Services,  finds 
high-yield  corporates  "extremely  at- 
tractive." The  spread  between  the  Duff 


SEARCHING  FOR  YIELD:  THE  TOP  PICKS 


SECURITY/ 

RECOMMENDATION 

RATIONALE 

CURRENT 
YIELD 

U.S.  GOVERNMENTS 

U.S.  Treasurles- 
2  to  10  years 

Set  up  a  maturity  "ladder"  by  spreading 
funds  out  in  roughly  equal  portions 

6.25%  to 
6.85% 

MUNIS 

California  General 
Obligations  (due  2021) 

Credit  quality  is  improving  with  a  healthier 
California  economy 

6.05% 

FOREIGN 

10-year  Canadian 
Governnnent  Bonds 

A  possible  capital-gains  play,  since  the 
rates  there  could  drop  further 

7.65% 

MORTGAGE-BACKED 

Fannie  Maes  10-20  years 

Rates  probably  won't  fall  enough 
to  present  any  prepayment  risk  now 

6.96%  to 
7.02% 

REITS 

Essex  Property  Trust 

Not  for  everyone,  but  a  possible  hedge 
if  the  stock  market  corrects 

8.24% 

HIGH  YIELD 

Showboat  Inc.  single  B 
13%  coupon 

A  possible  takeover  play  for  high  rollers; 
others  should  stick  to  funds 

10.21% 

EMERGING  MARKETS 

Emerging  Market  Fixed 
Income  Mutual  Funds 

Fast  growth,  with  declining  inflation  in 
many  developing  countries 

Approx. 

10.50% 

DATA  SURVEY  OF  MONEY  MANAGERS;  BLOOMBERG  FINANCIAL  MARKETS 

&  Phelps  High  Yield  Index  and  10-year 
Ti-easuries  has  shrunk  to  about  3.5% 
from  more  than  4%-  in  Januai-y,  but  that 
has  occurred  because  of  improved  cred- 
it quality.  "U.  S.  companies  generally 


I  WOULD  MUCH  RATHER  OWN  A  BOND  RIGHT  NOWl 


Fuss,  of  Boston's  Loomis, 
Sayles  &  Co.,  is  a  stock-mar- 
ket bear  and  bond-market 
bull  if  ever  there  was  one. 

ON  THE  ECONOMY 

•  "It's  cooking  along,  but  it's 
not  a  boom.  That's  a  fairly 
friendly  environment  for  in- 
vesting money.  The  bad 
news  is  that  in  the  U.S.,  the 
stock  market  seems  to  have 
anticipated  this — and  then 
some." 


DANIEL  J.  FUSS 

Executive  VP, 
Loomis  Sayles 


ON  LONG-TERM  INTEREST  RATES 

•  "At  yearend,  I  expect  the  30-year 
bond  to  yield  about  6.5%.  For  short- 
term  rates,  about  the  same  [as  they 
are  now]." 

ON  STOCKS  VS.  BONDS 

•  "In  the  past,  stocks  and  bonds  tend- 
ed to  move  in  the  same  direction. 
Now,  I  think  stocks  and  bonds  are  un- 


hinging. I  would  much  rather 
own  a  bond  right  now.  And  I 
would  put  a  heavier  empha- 
sis on  longer-term  bonds 
than  normal." 

ON  INVESTMENT  STRATEGY 

•  "I  would  build  a  schedule 
of  maturities.  I'd  buy  a 
5-year,  10-year,  and  28-year 
bond.  I  think  most  people 
are  probably  better  off  doing 
it  themselves.  In  Treasuries, 
you'll  outperform  three-quarters  of  the 
bond  funds.  Why  pay  1.5%  to  manage 
a  portfolio  of  7%  yields?  It  makes  no 
sense  to  me." 

ON  OTHER  RECOMMENDATIONS 

•  "I  like  Canadian  long  bonds  and 
provincials,  and  New  Zealand  and  Irish 
governments.  I  would  avoid  invest- 
ment-grade corporates.  Wait  until  fall 
to  buy  junk,  but  the  Kmart  BB  bonds 
are  still  cheap." 


are  not  highly  lev( 
aged,"  says  Nanbei 
The  experts  strong 
advise  retail  investc 
to  put  their  money 
funds  rather  than  s: 
gle  issues. 

Top-quality  real  ( 
tate  investment  trui 
(REITS)  shouldn't 
overlooked  either,  sa 
Eric  I.  Hemel,  reit  i 
alyst  at  Merrill  Lyn 
The  average  dividd 
yield  for  the  group] 
7.5%,  with  a  total  reti 
of  roughly  12%,  he  s; 
Compared  with  eq 
retm-ns,  that  now  lo- 
pretty  paltry,  but 
could  appear  very 
tractive  if  the  sti 
market  corrects, 
guably,  REITS  are  ris' 
than    bonds,"  He: 
says.  But  he  adds  t 
"risk-reward  analysis 
vors  REITS  over  ra 
fixed  instnmients.  i 
REITs  give  me  inflai 
protection,  while  bo 
don't."  Because  nr 
REIT  dividend  income  is  taxable.  He 
recommends  reits  for  tax-exempt 
tirement  accounts.  CuiTently,  he  fa\ 
Sunbelt  apartment-house  reits. 
CRAPSHOOT.  Emerging-market  deb 
surely  among  the  riskiest  and  n 
volatile  investments  around.  But  tha 
to  faster-  growth,  coupled  with  declir 
inflation  in  many  developing  counti 
the  J.  P.  Morgan  Emerging  Marl] 
Bond  Index  has  siu-ged  neai-ly  10%  sj 
Jan.  2.  Nanberg  of  mfs  likes  emerg 
market  bond  fimds,  though  he  says 
hard  to  argue  it's  a  cheap  sector." 

Buying  individual  emerging-marke 
sues  is  still  a  crapshoot  for  all  but 
sawiest.  Bucket  shops,  warns  Neubei 
&  BeiTTian's  Havell,  are  now  promc 
so-called  Brady  Bonds,  fii-st  issued  in 
to  rescue  banks  fi'om  theii'  Latin  loan 
goveiTiment-giiaj'anteed,  risk-free  in; 
ments  with  double-digit  yields.  Sht 
minds  investors  that  Bradys  are  bi 
investment  grade  and  that  even  for  t 
that  are  collateralized  by  Treasuries, 
the  principal — not  the  coupon — is 
ered.  "They're  veiy  volatile,"  she  sa^ 
That,  in  fact,  remains  perhaps 
only  volatile  segment  of  the  bond  i 
ket  these  days.  Bond  investors 
have  veny  few  avenues  to  reap  pri 
But  they'll  probably  be  able  to  a 
soundly  for  a  change. 

By  Pliillip  L.  Zweig  in  New 


'.'s  mt  so  much  a  car 


it  is  a  wake-up  call  for  an  entire  industry. 


Qirysler  Concorde  LXi 


THE  WORLD'S 
BEST  INVESTMENTS 


STOCKS  TO  SELL 


This  Strategy  May 
Come  Up  Short 

Partly  because  of  hype  on  the  Internet,  short-selling  is  more  hazardous  than  ever 


Their  names — and  price-eai'nings 
ratios — are  becoming  legendaiy: 
Comparator  Systems,  Iomega, 
Planet  Hollywood,  Presstek, 
Netscape,  America  Online,  and  count- 
less others.  Many  action-oriented  in- 
vestors have  eagerly  followed  these 
sometimes  apoplectic  issues  into  the 
stratosphere  while  other  investors, 
though  enticed,  are  just  too  scared  to 
get  involved.  But  there  is  a  tliird  option: 
Some  of  these  hot  stocks  may  well  be 
attractive  candidates  for  short-selling. 
Some  of  them,  indeed,  have  ab'eady  fall- 
en back  to  earth. 

But  be  warned:  The  short  game  is 
changing.  Hyping  of  stocks  on  the  In- 
ternet is  keeping  some  stocks  soaring 
longer  and  higher  than  used  to  be  the 
case.  And  the  relentless  upswing  of  the 
stock  market  is  making  all  short-sell- 
ing hazardous.  The  best  short  bets,  in- 
creasingly, are  compa- 
nies with  serious  but 
little-publicized  prob- 
lems. Wliile  they  don't 
display  the  high  price- 
earnings  ratios  that  are 
the  usual  tip-off  of  over- 
valued stocks,  investors 
can  profit  from  the  like- 
lihood that  they  will  re- 
main locked  in  a  slow 
but  inexorable  decline. 
SIMPLE?  On  the  surface, 
at  least,  the  case  for 
short-selling  is  gTOund- 
ed  in  simple  math.  Ac- 
cording to  Short  OH 
Value,    a  newsletter 
that  tracks  overpriced 
stocks,  more  than  20% 
of  all  stocks  now  trade 
at  p-e  ratios  of  more 
than  30 — as  compared 
with  5.5%  at  the  end  of 
1988.  Yet  nowadays,  the 
newsletter  noted,  67o  of  all 
companies  have  operating 
losses— vs.  2%  in  1988. 

A  good  example  of  the 
market's  tendency  to  over- 
value companies  can  be 
found  in  the  sudden  rise  and 


fall  of  Comparator  Systems  Corp.  The 
Irvine  (Calif.)  company  makes  finger- 
print-identification systems  but  has  re- 
alized scant  revenues  for  years.  On  May 
6,  the  company  issued  a  press  release 
heralding  the  introduction  of  a  new  iden- 
tity-verification system — and  the  stock 
went  through  the  roof,  abetted  by  hype 
cu'culated  over  Internet  newsgroups  and 
online  services.  The  company's  NASDAQ- 
traded  stock  climbed  from  on  Apr.  30 
to  1  on  May  6  in  hysterical  trading — 177 
million  shares  changed  hands  on  May  7. 
But  the  stock  swiftly  fell  to  %;  on  May  8, 
when  trading  was  halted  by  the  nasd. 
On  May  31,  the  Securities  &  Exchange 
Commission  charged  that  the  company 
had  misstated  its  assets.  Comparator 
execs  have  denied  the  charges. 

But  the  downside  of  short-seUing  can 
be  enormous.  As  the  bull  market  pro- 
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pels  upward  the  shares  of  even 
shakiest  companies,  unwary  invest 
can  easily  be  caught  in  troubleso 
short  "squeezes."  When  stocks  ri  P'*'' 
shorts  inust  either  give  their  brok 
additional  collateral  or  cover  their  sh 
sales  by  buying  the  stock.  Shorts  tr; 
tionally  have  believed  that  even  ai 
the  most  severe  scjueeze  the  stock 
come  back  down  to  earth  relativ 
soon.  But  now  it's  taking  a  lot  longe 
Some  heavily  shorted  issue 
Presstek  Inc.,  for  example — have 
tinued  to  climb  despite  sky-high  val 
tions.  More  and  more  investors  th 
days  are  betting  that  the  companies 
legitimate — ^just  a  tad  slow  to  mak 
buck.  "In  some  cases  the  technology 
there,  but  it  may  take  five  years  to 
alize  it.  It's  hard  to  say  if  this  is 
area  to  stay  out  of,"  says  Donald 
Newman,  who  follows  tech  stocks 
Ladenburg  Tl 
mann  &  Co. 
Another  hazar^ 
the  InteiTiet  and 
online  services,  wh 
hypsters  shamelei 
promote  their  inv( 
ments.  A  particularly 
fluential  forum  is 
Motley  Fool  investnr 
feature  on  America 
line.  Hyping  on  the  J 
ley  Fool  model  port: 
and  message  boards  w; 
reason  for  the  run-u^ 
Iomega  Corp.,  which  rrn  1 3  ttrnt 
computer  memory-stor  '^reomj 
devices  (BW— May  27).  «%« 
company's  earnings  and  :  tofife 
enues  have  rebounded  in  Cbiai 
cent  months,  but  its  shi*ceJ99 
have  soared  more  than  five 
so  far  this  year.  The  comf  1y  high 
now  trades  at  a  p-e  of  9  'NOS  da] 
whopping  70  times  book  vi  'IfS  MEAi^ 
Iomega  has  a  market  cap  of  lO  BE  S| 
billion — dwai-fing  even  the  nflli  p-f  ^ 
larger  tlisk-drive  maker  Seai  S%  (tiej, 
Technology  Inc. — observes  h  ::»,o,| 
Kopin,  a  veteran  short-seller  R 
heads  Chicago-based  Lynx  Parti^'' 
Although  he  doubts  its  valuap 
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HE  WORLD'S 
r  INVESTMENTS 


STOCKS  TO  SELL 


1  is  not  joining  the 
ing  army  of  in- 
rs  who  are  short- 
:he  stock.  Even 
fh  bears  make  a 
ncing  case  that 
^a  stock  should  be 
ed — that  its  price 
one  far  beyond  its 
isic  vahie — Kopin 
that  the  onhne 
•pushing  campaign 
3  Iomega  a  ques- 
ble  short-selling 
Me. 

OWNS.  With  buck- 
le Intemet-driven 
;  so  hazai'dous,  the 
3ets  for  short-sell- 
lay  be  a  different 
1  entirely — -less 
y  known  stocks 
appear  to  be  in 
Imost  relentless 
e.  They  are  kind 
everse  of  the  well- 
n  "momentum 
,"  where  stocks 
Iriven  higher  on 
s  of  investor  en- 
ism.  One  short 
isked  for  anonymi- 
s  shorting  the 
s  of  three  laggard 
in  the  same 
-manufacturers  of 
ment  used  in  mak- 
itegi'ated  circuits. 
Research,  Micron 
lology,  and  Novel- 
(Tstems  are  in  high  tech  but  other- 
ire  poles  apail  from  the  high-flying 
stocks  that  have  been  driving  the 
it  this  year, 
their  face,  these  stocks  would 
seem  intriguing  to  buyers  fi-oni 


OVERPRICED?  YOU  BET 


COMPANY 

COMMENT 

PRICE* 

P-E 
(1996 
EARNINGS) 

SHORT 

INTEREST 

RATIO" 

BAY 

NETWORKS 

This  developer  of  computer  networks 
is  under  severe  competitive  pressure 

29 

21 

1.3 

DIANA  CORP. 

A  high-flying  telecommunications 
company,  Diana  has  a  growing 
following  despite  continuing  losses 

79 

neg. 

2.4 

IOMEGA 

Manufacturer  of  disk  drives  has  been 
driven  to  sky-high  multiples  by  inves- 
tor enthusiasm  on  the  Internet 

41 X. 

91 

3.2 

LAM 

RESEARCH 

Skeptics  believe  that  the  shares 
in  this  integrated-circuit  equipment 
maker  will  tumble 

2VA 

8 

4.4 

MICRON 
TECHNOLOGY 

Computer-chip  maker  has  been  ham- 
mered by  falling  chip  prices.  Bears  wager 
that  its  woes  are  only  just  beginning 

31 

9 

3.5 

NOVELLUS 
SYSTEMS 

Another  designer  of  integrated-cir- 
cuit equipment,  this  stock  may 
well  see  more  declines  ahead 

47 

7 

2.8 

PLANET 
HOLLYWOOD 

One  of  the  spring's  hottest  IPOs,  in- 
vestors have  pushed  the  stock  sky-high 

25K 

62 

NA 

PRESSTEK 

This  printing  technology  company 
continues  to  confound  naysayers 
who  say  the  stock  is  destined  to  fall 

134 

223 

16.5 

ZOLTEK 

Stock  in  this  industrial-materials 
company  has  climbed  to  levels 
that  may  not  be  sustainable 

84 

111 

0.5 

*As  of  June  4 


**Open  short  positions,  divided  by  average  daily  volume 

DATA:  BLOOMBERG  FINANCIAL  MARKETS 

a  value  perspective.  All  have  fallen  at 
least  10%  in  the  year  to  date  and  are 
trading  at  sub-par  p-e  ratios — ^just  8 
for  Lam,  for  example.  Shorts  are  bet- 
ting in  increasing  numbers,  however, 
that  the  shares  of  all  thi'ee  companies 


will  be  pummeled  fur- 
ther by  declining  semi- 
conductor prices.  If  so, 
these  companies  will 
continue  to  lose  fol- 
lowers on  Wall  Street, 
driving  down  their 
prices.  The  short  po- 
sitions of  these  stocks 
have  grown  in  re- 
cent months — but  not 
enough  to  make  them 
vulnerable  to  a  short 
squeeze. 

Savvy  shorts  are  also 
rooting  out  companies 
with  severe  woes  that 
are  not  generally  rec- 
ognized by  the  Street. 
Kopin  puts  Bay  Net- 
works Inc.,  a  computer 
networking  company,  in 
that  category.  Tlie  com- 
pany's shares  have  fall- 
en 29%  this  year.  A  bad 
quarterly  earnings  re- 
port, however,  encour- 
aged value-hunters. 
A.  G.  Edwards  &  Sons 
Inc.,  noting  the  price 
weakness,  recently  is- 
sued a  "buy"  rating  on 
the  stock.  But  Kopin  is 
shorting  the  stock  in 
the  view  that  its  earn- 
ings will  continue  to 
come  undei'  competitive 
pressures. 

He  may  well  be 
right.  But  when  even 
far  less  worthy  stocks  are  moving  sky- 
ward, shorts  are  learning  one  of  the 
painful  lessons  of  the  stock  market 
nowadays — you  can  be  right  about  a 
stock  and  still  lose  your  shirt. 

By  Gary  Weiss  in  New  York 
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1  GO  FOR  HYPE  STORIES  AND . . .  DETERIORATING  FUNDAMENTALS' 


I,  0  former  certified 
:  accountant,  began  his 
selling  career  with  Gil- 
Securities  in  1984.  He 
un  Chicago's  Lynx  Part- 
since  1991. 

my  HIGH  PRICE- 
IINGS  RATIOS  DONT 
iYS  MEAN  A  STOCK 
ILD  BE  SHORTED 

ligh  p-e  ratio  doesn't 
sarily  mean  that  a 
any  is  worth  shorting.  Sometimes 
ipany  can  'grow  into'  the 
)le — sort  of  the  e  catches  up 
he  p. 


ON  THE  HIGH  P-E 
STOCKS  THAT  HE  WONT 
SHORT 

•  "Take  Coca-Cola  Co.,  for 
example.  It's  trading  at  a  35 
p-e,  which  is  difficult  to  jus- 
tify. I  have  no  idea  if  it's 
worth  that  amount,  but  it's  a 
good  company.  I  wouldn't 
short  that  stock  on  the  basis 
of  p-e  alone." 


ON  THE  STOCKS  THAT  HE 
DOES  SHORT 

•  "I  go  for  hype  stories  and  stocks 
with  deteriorating  fundamentals  that 
the  Street  hasn't  fully  recognized. 


[One  example  of  the  latter]  is  Bay 
Networks  Inc.  It  had  a  bad  quarterly 
earnings  report,  and  everybody  thought 
it  would  be  a  one-time  event.  But  I 
think  their  business  will  continue  to 
be  lousy." 

ON  HOW  HE  COPES  WITH  THE 
BULL  MARKET 

•  "I  decrease  my  invested  position 
and  raise  the  amount  that  I 
have  in  cash.  In  theory  there  should 
be  stocks  that  go  down  in  alt 
markets,  but  the  difficulty  is  getting 
the  timing  right.  I  can't  always 
sit  there  with  a  150%  invested 
position." 


THE  WORLD'S 
BEST  INVESTMENTS 


ASSET  ALLOCATION 


Sticking  with  Stocks, 
But  Moving  Overseas 

The  big-money  pros  are  hedging  their  bets  by  casting  a  wider  net  and  going  global 


Edgar  E.  Peters,  director  of  as- 
set allocation  for  PanAgora 
Asset  Management,  started  off 
1996  with  high  hopes  for 
stocks  even  after  the  Dow  Jones  in- 
dustrial   average's    torrid  advance 
through  1995.  But 
as  he  stared  at 
the  numbers 
and  headlines 
flashing    on  a 
computer  screen 
in     his  downtown 
Boston  office  one  morn- 
ing in  March,  Peters 
knew  he  had  to  lighten 
up  on  U.  S.  equities — 
and  fast.  An  unexpect- 
edly   strong  report 
on  employment  that 
raised  fears  of  inflation 
was  pushing  interest 
rates     on  Ti'easury 
bonds  sharply  higher. 
With    the    Dow  near 
record     highs,  Peters 
recalls,  "that  was  a  dan- 
ger sign,  a  wake-up  call  for 
stocks." 

As  long-temi  Treasiuy  yields 
continued  to  push  past  1%  over 
the  next  several  days,  Peters  start- 
ed moving  big  chunks  of  PanAgora's 
$15  billion  portfolio  out  of  American 
equities  and  into  U.  S.  Ti'easuries 
as  well  as  stocks  overseas.  And  with 
Treasury  yields  likely  to  remain  around 
7%  a  while  longer,  Peters  is  in  no  hur- 
ry to  I'everse  direction.  "In  a  global 
context,"  he  says,  "there  is  better  val- 
ue elsewhere." 

FEW  CONTRARIANS.  Among  asset  allo- 
cators, hedge  fund  operators,  global 
mutual  fund  managers,  and  other  big- 
picture  investors,  Peters  has  a  lot  of 
company  right  now.  To  be  sure,  a  few 
remain-  steadfastly  devoted  to  U.  S. 
stocks,  convinced  that  American  cor- 
porations are  among  the  most  compet- 
itive on  earth  and  deserve  robust  val- 
uations. And  some  contrarians,  troubled 
by  those  same  high  valuations  and  wor- 
ried that  the  U.  S.  will  become  the 
starting  point  for  a  worldwide  market 


stock  markets  in  Latin  America,  1 
rope,  and  Asia,  where  econoi 
and  earnings  gi'owth  rates  are 
ready  robust  or  poised  for 
covery.  "Among  major  mark' 
the  U.  S.  is  the  least  attracti^ 
says  Robert  D.  Ai-nott,  pr 
dent  of  First  Quadr 


r\3- 


a  Pasad 
(Calif.)  mo 
manager 
$12  billion 
assets. 

For  Arn 
that  means  n 
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rout,  are  retreating  to  the  relative  safe- 
ty of  cash. 

But  for  the  most  part,  the  big-money 
pros  feel  certain  that  the  bulk  of  the 
gains  they  predicted  for  Wall  Street 
this  year  have  already  been  achieved. 
Thus  they're  hedging  their  bets  and 
casting  a  global  net.  Few  are  forsaking 
equities  entirely.  Peters,  for  example, 
advises  investors  to  continue  to  keep 
60%  of  their  portfolios  in  stocks — not 
much  different  fi-om  the  asset  allocation 
recommendations  many  of  his  peers 
currently  follow  for  clients  with  diver- 
sified portfolios. 

Indeed,  with  the  U.  S.  economy  ex- 
pected to  slow  later  this  year,  many 
pros  think  the  best  values  are  now  in 
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mg  money 
French  bonds 
equities  in  ] 
gium,  Switzerli 
Austria,  and  Sp 
where  low  inte: 
rates  are  fuehng  re 
eries  in  economic 
earnings  growth.  Anoi 
Eurobooster  is  Christoj 
Kwiecinski,  chief  investmem 
ficer  for  private  banking  at  Bar 
Indosuez  in  Paris.  He  made  a  be 
the  start  of  the  year  that  Germar 
terest  rate  cuts  would  give  the  C( 
nent's  bourses  a  big  boost.  Now 
though  Frankfurt  and  many  o 
European  markets  have  climbed  li 
than  10%  since  then,  KwiecinsI 
staying  put. 

STRONG  DOLLAR.  Given  Germany'; 
cessionary  economy  and  moves  ai 
the  Continent  to  cut  govern: 
deficits  in  time  for  the  possible  laf'pk 
of  a  single  European  Union  curr 
by  1999,  Kwiecinski  and  others  aitcnm,,, 
there  is  little  chance  of  the  Ger*'«r((ijj 
or  other  European  central  banks  p  to 


ing  rates  up  at  all  this  year. 


William  P.  Sterling,  managing  dm  ^ 
of  BEA  Associates,  a  $50  billion 
management  house  based  in  New  ^ 
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La M 13 -Term  Imvesximcs 


Turning  out  more  top-rated 
funds  than  anyone  else  doesn't 

happen  overnight. 


It's  accomplished 
overtime. 


MORNINGSTAR  RATINGS 


OVERALL 

3  YR 

S  YR 

1  a  YH 

FIDELITY  EgUITY- 
INCOME  II  FUND 

5* 

4* 

5* 

N/A 

FIDELITY  GROWTH  & 
INCOME  PORTFOLIO 

5* 

5* 

5* 

5* 

FIDELITY  BLUE  CHIP 
GROWTH  FUND 

5* 

5* 

5* 

N/A 

FIDELITY 
CONTRAFUND 

5* 

Ait 

5* 

5* 

FIDELITY  EMERGING 
GROWTH  FUND 

A-k 

A-k 

A-k 

N/A 

The  number  of  funds  within  the  equity  fund  rating  universe  tracked 
by  Momingstar  ;is  of  3/31/96  is  1,469,  970,  and  517  on  a  3-,  5-, 
and  10-year  basis,  respectively  Momingstar  equity  fund  universe 
includes  domestic  slock  funds  (which  include,  but  are  not  hmited 
to,  growth,  growth  :uid  income,  and  equity-income  objectives), 
international  stock  hmds,  and  specialty  funds.  There  is  a  minimum 
3-year  performance  requirement  before  a  fund  is  rated. 

Picking  a  mutual  fund  based  on  one  terrific 
year  can  be  risky  business.  Chances  are  the  next 
yt'AV- your  year -viOVii  be  nearly  as  good.  But  by 


including  long-term  performance  in  your  overall 


analysis,  the  odds  of  picking  a  winner  may  improve. 
Consider  the  top-rated  funds  from  Fidelity  on  the 
accompanying  chart.' 


Naturally,  past  performance  is  no  guarantee  of  future 
results.  And  there's  always  a  chance  that  you  can 
have  a  loss  or  a  gain  when  you  sell  your  shares. 

But  performance  over  time  can  be  a  good  indicator 


or 


Whether  you're  pursuing  dynamic  growth 
taking  a  more  conservative  approach  to  stock 
investing,  your  search  for  the  right  mutual  fund 
should  start  with  Fidelity. 


Fidelity 
Inuestments® 


of  I  a  quahty  investment.  That's  why  it's  one  of  the 
key  components  in  Momingstar's  ratings.  In  fact, 
Fidehty's  long-term  performance  is  one  of  the 
reasons  we've  managed  to  turn  out  more  top-rated 
fimds  than  anyone  else.' 

If  you've  been  short-changing  yourself  on  your  long- 
term  investments,  why  not  give  Fidehty  a  call. 


Get  your  fund  kit  today. 


It's  time 


1-800-544-0003     24  hours  a  day  http://www.fid-inv.com 


b  join  America  Online:  Call  1-800-706-5577  for  10  free  hours. 
d/122I3.001 

or  more  complete  information  on  any  Fidelity  fund,  including  charges  and  expenses,  call  for  a  free  prospectus.  Please  read  it  carefully  before  you 
ivest  or  send  money. 

.ource:  Momingstar.  Data  as  of  3/31/96  ;md  includes  all  equity  and  bund  funds  tracked  by  Momingstar  Top-rated  funds  are  defined  as  those  funds  that  have  a  4-  or  5-star  overall 
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nds  in  the  equity  category,  10%  rate  five  stars  from  Momingstar,  22.5%  rate  four  stars,  and  35%  rate  three  stars.  Share  prices  and  returns  will  vary.  Fidelity  Distributors  Corporation. 


BEsVfNyS¥£3.Ts  ASSET  ALLOCATION 


BALANCING  YOUR  PORTFOLIO 

U.S.  equities  are  trading  at  a  steep  average  price-earnings  ratio  of  nearly  19,  and  Treasury  bonds  are  yielding  7%.  Sc 
you  may  not  want  to  keep  more  than  50%  to  60%  of  your  portfolio  in  U.S.  equities.  And  by  all  means,  invest  global 


STOCKS  In  the  U.S.,  stick  with  high-quality  big-capital- 
ization companies  with  strong  balance  sheets.  But  out- 
side America,  you  can  take  a  more  venturesome 
approach.  Latin  American  markets  may  post  surprisingly 
strong  gains,  as  will  European  cyclicals.  And  an  expand- 
ing global  economy  should  favor  oil  and  other  natural 
resource  issues  worldwide. 


BONDS  U.S.  Treasuries  are  back  in  vogue,  with  10-year 
bond  yields  close  to  6.9%  and  30-year  issues  yielding 
little  more.  But  don't  forget  credit  markets  overseas. 
Long-term  Italian  government  debt  is  yielding  close  to 
10%,  and  Australian  bonds  are  paying  9%.  But  bewan 
the  strengthening  dollar.  That  will  cut  into  your  returns 
unless  you — or  your  bond  fund — hedges  currency  risks 


"The  Bundesbank  is  still  in  an  easing 
mode,  and  others  will  follow  its  lead." 

Ti'ue,  the  likelihood  that  the  green- 
back will  continue  to  strengthen  from 
last  year's  record  lows  could  wipe  out 
any  gains  that  U.  S.  dollar-based  in- 
vestors stand  to  achieve  overseas. 
That's  why  Nicholas  P.  Sargen,  chief 
strategist  for  J.  P.  Morgan  &  Co.'s  pri- 
vate bank,  is  urging  clients  to  hedge 
their  dollar  exposui-e  when  buying  Eu- 
ropean equities  and  debt. 

Sargen,  among  others,  is  also  coun- 
seling a  move  into  emerging  markets, 
which  are  still  recovering  ft'om  the  tur- 
moil of  1994  and  '95. 
Charles  Gradante,  co-direc- 
tor of  the  WPG-Hennessee 
Hedge  Fund  Advisory 
Group,  observes  that  many 
hedge  fund  managers  are 
currently  following  this 
route  after  missing  out 
on  the  Mexican  stock  mar- 
ket's 20%  gain — in  dollar 
terms — so  far  this  year. 
TWO  CAMPS.  In  the  hedge 
fund  ci'owd,  Gradante  says, 
India  is  a  big  favorite  de- 
spite political  uncertainty 
following  the  defeat  of  the 
mling  Congress  Party  gov- 
ernment. But  J.  P.  Morgan's 
Sargen  thinks  a  smarter 
way  to  approach  emerging 
markets  may  be  to  focus 
on  Latin  American  coun- 
tries whose  economies  have 
yet  to  catch  fire.  His  fa- 
vorites include  some  of  the 
smaller  markets,  including 
Ecuador,  Venezuela,  and 
Fem,  where  spreading  eco- 
nomic reforms  could  give 
stocks  and  bonds  a  lift. 

When  it  comes  to  Japan, 
the  pros  are  gi-ouped  in  two 
opposing  camps.  Buoyed  by 
record-low  interest  rates,  a 
recovering  economy,  and  a 
huge  influx  of  cash  from 


DATA  BUSINESS  WEEK  SURVEY  OF  MONEY  MANAGERS  AND  STRATEGISTS 

abroad,  the  Nikkei  stock  average  is  up 
50%  from  its  1995  lows.  Some  pros  think 
fuilher  gains  lie  ahead  as  the  economy 
strengthens  further.  But  Mark  G. 
Holowesko,  a  value  investor  and  man- 
ager of  the  Templeton  Growth  and 
World  funds  (page  118),  strongly  dis- 
agrees. Pointing  to  Japan's  sky-high 
price-eamings  ratios,  he  sniffs  that  oth- 
er than  Sony  Corp.,  "we  can't  find  any 
[Japanese]  stocks  to  be  excited  about." 
Indeed,  Holowesko  and  many  other 
world-wise  pros  say  they  would  rather 
own  selected  U.  S.  equities  even  in  the 
face  of  a  steep  average  p-e  of  about  19. 


TAPER  STOCKS  ARE  VERY  CHEAP 


From  his  base  in 
the  Bahamas, 
Holowesko,  36, 
manages  $29  bil- 
lion in  assets  for 
the  Templeton 
World,  Growth, 
and  other  funds. 


ON  U.S.  STOCKS 

•"We're  finding 
many  more  sell 
candidates  than 
buys.  We're  reducing  our  ex- 
posure in  the  U.S.  and  in- 
creasing it  in  Europe." 

ON  EUROPE 

•"We've  been  buying  a  lot 
of  paper  companies.  Paper 
stocks  are  very  cheap." 

ON  COMMODITY  PLAYS 

•"Oil  is  cheap.  In  the  U.S., 
we  own  Texaco,  Valero,  and 
Sun.  In  Latin  America,  YPF. 
In  Europe,  Total  and  Elf." 

ON  U.S.  YIELD  STOCKS 

•  "Real  estate  investment 
trusts  offer  good  yields,  es- 
pecially health-care  REITs." 


MARK  HOLOWESKO 

Manager 
Templeton  Funds 


ON  HIS  BIGGEST 
HOLDING 

•"Merrill  Lynch. 
We  own  5.9  mil- 
lion shares — 3'/^% 
of  the  firm. 
They're  doing  a 
phenomenal  job. 
But  their  stock 
still  sells  at  10 
times  earnings, 
when  the  market 
is  selling  at  19." 


ON  EMERGING  MARKETS 

•  "We  now  have  9%  [of  our 
assets]  in  Latin  America, 
9%  in  Asia,  and  2%  in 
Eastern  Europe." 

ON  JAPAN 

•"We  don't  think  Japan  is 
cheap.  We  have  only  2%  of 
our  assets  in  Japan,  and 
most  of  it  is  Sony.  We  can't 
find  any  stocks  to  get  excit- 
ed about." 

ON  STREET  JITTERS 

•  It  will  be  no  surprise  if  we 
have  a  correction.  All  the 
signs  [of  excess]  are  there." 


Although  hardly  bullish  on  Am 
ca,  Holowesko  is  loading  up  on  hi 
yielding  real  estate  investment  tri 
and  is  loath  to  back  out  of  his 
million-share  position  in  Merrill  Ly 
&   Co.,   worth   $384   million.  S 
Holowesko:   "They   have  distan 
themiselves  fi'om  the  competition."  F 
Quadrant's  Arnott,  meanwhile,  is  bi 
ing  a  "very  defensive"  portfolio  aro 
such  high-quality,  big-capitaliza 
stocks  as  Coca-Cola,  Hewlett-Pack 
and  American  International  Group 
QUANDARY.    Then    there's  Micl 
Hughes,  chief  strategist  for  Lond 
BZW  Securities  Ltd. 
though  he  is  a  confir 
globalist,  Hughes  in 
that  the  U.S.  should 
main  one  of  the  few 
tries — along  with  Bril 
France,  the  Netherla 
and    Switzerland — to 
"aggressively  overwei 
ed"  in  any  global  porti 
"I've  never  detected 
much  optimism  in  the 
poi-ate  sector  in  the  U 
he  says.  "These  execul 
think  they  can  take 
Japan  and  Asia  and  wi 
For  asset  allocators 
as    Hughes,  that's 
quandary  of  1996. 
many    U.  S.  equities 
record  highs  and  Treas 
and  bond  markets  ove] 
offering  mouth-wate 
yields  and  opportunitie 
capital  gains,  it's  ta 
moi'e  and  more  guts  ti 
vocate  plunging  into  A 
ica's  choppy  stock-mj 
waters.  With  that  fa 
mind,  it's  not  a  bad  tir 
shop  the  world  marke 
bargains,  values, 
growth. 

By  William  Glasga 
New  York,  with  Jay 
Cormick  in  Paris 


IBM  PC  Server  320 

Willi  iBleroel  Solulloo 


"f  Don, 

'•CV'«i"i„ 


Presenting  the  IBM  PC  Server  320  Internet  Series  Solution. 
It  doesn't  get  much  easier  than  this. 
Call  1 800  426-7255,  ext.  4116.*  Or  visit  us  at  www.pc.ibm.com/servers/. 


S(ili](iiiii>  1(11  a  MTiull  iiiaiu'l" 


'M-I-:  Hnm-H/wl  LSI]  In  lliinnilii.  mil  I  llllll  I(,r>-:i2'l'>  jur  ,l„ruim-ill  #  UV2IIIII  ll,,- Inlhui  inu  'irr  I rwlrnmrks  nr  n'Ll-.li-r,;l  Inuli-marh'.  .>/  Inlnmili.mal  Hii^inrs-.  Miirhinrs  I  .iqnimluin : 
IIIM.  Sohilmn^  lorn  ~,n„  1 1  plnnrl .  DS/'J  and  \,lluu<\  TMI.  Ill  ,i  li.uU-nunk  of  Ti,  „l,  N,  Mr„,v  \/„,-„s„/(,  Wuul'.uis  an, I  U  union  s  XT  an-  Irad.-mark^  ar  rrfi,.l,-n;l  I  ra.lnniarhs  af 
Microsofi  (.nrjiaralum    ill  allirr  cnmpanx.  inadarl  nr  snrri,,-  nnnirs  ani\  In'  (rinli-nnirlis  nr  ~nnhn  »i(ir/,s  afnlhrrs   <CI  I'I'll,  IIIM  (  nrp.  Ml  rt'/i^  mrnr-il 


BEs?S.rs'¥iS3.Ts  MUTUAL  FUNDS 


Funds  That  Will  Take  You 
Where  the  Action  Is 

They  let  you  pick  your  sector-and  still  get  plenty  of  diversification 


al  Technology  Fund.  It  has  nearly 
of  its  money  abroad,  compared  with  jis 
than  10%  for  most  technology  fur*. 
That,  perhaps,  is  one  reason  the  fuiij 
retiuTis  look  sluggish  of  late.  But  if  ft 
eign  technology/  is  cheap,  as  some  sa 
lysts  argue,  this  fund  could  have  a  p;!B* 
perous  futui'e. 

NATURAL  RESOURCES.  T  Rowe  PlSfi 
New  Era  Fund  may  sound  like  a  teik 
portfolio  for  the  digital  age.  But  it's  4- 
initely  down  to  earth.  The  fund  invcfe 
in  producers  and  owners  of  resoujSB 
like  oil,  metals,  and  forest  producfe 
and  has  17%  of  its  assets  in  gold  stcl^ 
to  hoot. 

Although  New  Era  has  the  lonjisrf 
ti-ack  record,  it  also  has  by  far  at 
most  money  of  its  peers — $1.3  ft 
lion.  Those  who  want  a  similar  Iffi 
more  nimble  portfolio  should  iit 
sider  United  Services  Global  8- 
sources,  with  just  $25  million  inis 
sets — and  much  beigi 
peifonnance  so  far  i 
year.  Like  New  Erii 
invests  in  Big  Oil  a 
also  can  buy  stock  in* 
source  companies  that  Jf» 
too  small  to  make  an  imie 
on  the  larger  fimd. 
Its  name  does  not  suggest  a  *i 
ditional  resources  fund,  but  newiSt 
ter  winter  Jay  Schabacker  recomm(i 
Fidelity  Select  Portfolios  Industrial  |B 
teiials.  "It  won't  ever  outpace  the  gig 
gTowth  funds  dming  a  raging  bull  lai 
ket,"  says  Schabacker.  "But  it's  a  lili 
able  tortoise,  plodding  toward  profltia 
worldwide  growth  continues."  Now,'h 
fimd's  heaviest  weightings  are  in  li 
minum  and  nickel  stocks. 
EMERGING  MARKETS.  They  burst  onih 
fund  scene  in  1993,  and  many  eft 
close  to  doubling  their  investors'  m(b; 
But  they've  been  in  a  slump  mofic 
the  time  since  then.  Earlier  this  ;'a 
when  few  investors  were  paying  ric 
attention,  emerging-markets  funds  sir 
ed  to  revive.  They're  up  14.3%  s(fj 
this  year,  and  by  many  counts  this  I 
has  a  long  way  to  go. 

The  best-known  and  most  ex]:r  *^ 
enced  emerging-markets  fund  man's* 

 H 


So,  BUSINESS  WEEK  has  identified 
all  the  hot  areas—such  as  technol- 
ogy, natm-al  i-esoui"ces,  and  emerg- 
ing markets.  But  you  don't  want 
the  burden  or  risk  of  selecting  individual 
stocks.  You  can,  however,  steer  your 
money  toward  these  high-gi'owth  sec- 
tors by  choosing  the  light  mutual  fimds. 
Although  most  fimds  are  diversified  and 
invest  across  dozens  of  industries,  some 
take  a  more  targeted  approach. 

Sui*e,  because  they're  portfolios  of  se- 
cuiities,  even  the  best  funds'  return  will 
always  fall  behind  the  return 
of  the  top  individual  stocks. 
But  a  fund  gives  you  some- 
thing that  cherry-picking 
a  few  stocks  can't:  diversifi- 
cation   and  professional 
management. 

If  you  already  own 
mutual  fimds,  you  might 
want  to  check  with  the 
fund  company  to  find 
out  what's  in  them. 
Growth  funds 
have  about  22%  of 
their  portfolios  in 
technology,  accord- 
ing to  Morningstai 
Inc.,  the  mutual-fund 
data  company.  Maxinuun- 
gi'owth  funds  have  nearly 
doubled  that.  So  you  may 
conclude  you  don't  need  any 
more  tech. 

On  the  other  hand, 
growth  funds  are  usually 
light  on  energy  and  nat- 
ural resources — and 
rarely  invest  in  any  gold 
stocks.  So  if  you  want  to 
beef  up  these  sectors  in 
your  portfoho,  you  may  need 
some  specialized  funds. 
TECHNOLOGY.  You  think  the  Internet  is 
one  of  the  best  investment  plays 
around?  So  does  Abel  Garcia,  portfolio 
manager  of  the  United  Science  &  Tech- 
nology Fund.  "It's  where  the  world  is 
going,"  says  Garcia,  who  has  nearly  15% 
of  the  fund's  assets  in  Ascend  Commu- 
nications Inc.  and  Cascade  Communica- 
tions Corp.  He's  no  newcomer  to  these 


stocks,  since  he  has  been  investing  in 
them  since  they  became  public.  Garcia 
has  a  fiuther  10%  to  15%  in  Net-related 
stocks  such  as  Shiva,  mfs  Communica- 
tions, and  Xylan.  Still,  Gai'cia  is  not  bet- 
ting all  his  shareholders'  money  on  the 
Net.  He  has  major  holdings  in  software 
and  computer  services.  So  far,  the  fund 
is  up  18.1%  this  year,  compared  with 
13%  for  the  average  technology  fund 
and  9.7%  for  the  Standaixl  &  Poor's  500- 


stock  index. 
Although 
Garcia's  fund  is 
beating  the  T. 
Rowe  Price  Science 
&  Technology  Fund  this 
year,  the  better  long-term  record  be- 
longs to  Price.  The  Price  fund,  a  fa- 
vorite among  money  managers  who  in- 
vest their  clients'  money  in  funds,  also 
defines  technology  stocks  broadly,  in- 
vesting in  both  the  users  as  well  as 
producers  of  high  technology.  If  you 
take  "broadly"  in  a  geogi'aphical  sense, 
consider  the  Seligman  Henderson  Glob- 


YouVe  been 


promoted 


Free  First  Class  &  1,000  Bonus  Miles, 

Business  travelers  are  getting  a  lift  thanks  to  Northwest 
Airlines  ConnectFirst-'^'.  With  ConnectFirst,  you  get  a  free 
upgrade  to  First  Class  when  you  make  your  reservation  and 
you  are  automatically  awarded  1,000  WorldPerks®  Bonus 
Miles  roundtrip  when  you  take  a  qualifying  connecting 
flight  on  a  full  coach  fare.  If  a  First  Class  seat  isn't  available 
we'll  double  your  'WorldPerks  miles  for  that  segment  of 
the  trip.  Make  Northwest  ConnectFirst  your  business 
connection.  Call  1-800-225-2525  or  your  travel  agent,  today 


@ NORTHWEST 
ConnectFirst" 


1-800-225-2525 

:ia55  Upgrade  Conditions:  First  Class  seating  is  available  only  on  |et  flights.  Travel  in  First  Class  using  a  -UP  (or  -UPLINK  for  select  Airlink  travel)  fare  is  valid  in  most  but  not  all,  North  American  markets  on 
ting  flights  through  Detroit,  Minneapolis/St.  Paul  or  Memphis  when  the  itinerary  includes  a  stop  or  a  change  of  aircraft,  at  one  of  these  hub  locations  Upgrade  offer  may  be  available  on  jet  portion  of  travel  when 
ting  to  select,  qualifying  Airlink  flights.  Reservations  in  First  Class  are  required:  seats  are  limited.  Passenger  must  travel  in  F«-st  Class  if  seats  are  available.  These  fares  may  not  be  used  in  conjunction  with  certain 
ites,  coupon  discounts,  upgrades,  bonus  or  promotional  offers/tickets  Other  restrictions  may  apply  Bonus  Miles  Conditions:  Earn  500  bonus  miles  each  way  Valid  for  all  classes  of  service  on  flights  con- 
through  Detroit,  Minneapolis/St.  Paul  or  Memphis  when  the  itinerary  includes  a  change  of  aircraft  and  flight  number  Does  not  apply  on  flights  to  Europe  or  Asia. 


THE  WORLD'S 
BEST  INVESTMENT)^ 


MUTUAL  FUNDS 


THE  WORLD'S  BEST  I^'YESTMENTS  THROUGH  FUNDS 


FUND 


PBHG  TECHNOLOGY  & 
COMMUNICATIONS 


TOTAL  RETURN  1996* 

TECHNOLOGY 

31.9%  Fund  IS  only  8  months  old,  but  its  management  has 

shown  expertise  at  high-tech  investing  in  its  other  funds. 


T.  ROWE  PRICE  SCIENCE  & 
TECHNOLOGY 


13.1%  Broad-based  portfolio  includes  not  only  producers  of  tech- 
nology but  also  those  companies  that  apply  it  profitably. 


SELIGMAN  HENDERSON 
GLOBAL  TECHNOLOGY  A 


10.5%  The  average  technology  fund  has  less  than  10%  of 
its  investments  overseas.  This  one  has  nearly  40%. 


UNITED  SCIENCE  & 
TECHNOLOGY  A 


T.  ROWE  PRICE  NEW  ERA 


18.1%  Profitable  stakes  in  "Internet"  stocks  such  as 

Ascend  Communications  made  this  fund  a  winner.  Includes 
software  and  computer  services,  too. 

NATURAL  RESOURCES 

13.3%  Granddaddy  of  resource-based  funds:  Its  manager  has  17 
years'  experience.  Holdings  include  energy,  forest  products, 
chemicals,  and  precious  metals. 

FIDELITY  SELECT  PORTFOLIOS  10.6%  Invests  in  producers  and  distributors  of  industrial  mater- 
— INDUSTRIAL  MATERIALS  iais.  Manager  finds  stocks  by  studying  trends  in  commodity 

prices.  Now,  big  on  aluminum  and  nickel  companies. 

UNITED  SERVICES  GLOBAL 
RESOURCES 


19.1%  A  small  fund  with  investments  in  energy,  chemicals,  paper, 
and  precious  metals.  Includes  giants  such  as  Exxon  along 
with  little-known  gold  miners. 

13.7%  No  highflier,  but  it  rarely  disappoints.  Invests  in  everything 
from  Big  Oil  to  little  drillers.  Low  fund  expenses  a  plus,  too. 

EMERGING  MARKETS 

24.4%  Like  most  others,  its  invests  in  Asia  and  Latin 

America.  But  it  also  takes  a  stand  in  Eastern  Europe, 
which  many  funds  often  overlook. 

TEMPLETON  DEVELOPING 
MARKETS  I 


VANGUARD  SPECIALIZED 
PORTFOLIOS— ENERGY 


ROBERTSON  STEPHENS 
DEVELOPING  COUNTRIES 


15.2%  Manager  J.  Mark  Mobius  was  investing  in  these  markets 
years  before  the  rest  of  the  fund  world  discovered  them. 


VANGUARD  INTL.  EQUITY 
INDEX  EMERGING  MARKETS 


14.9%  No  Mobius  here.  Just  a  pre-set  buy  list.  Benefits  from 
portfolio  expenses  at  least  1.5%  a  year  lower  than  the 
average  emerging-markets  fund. 


WARBURG  PINCUS  16.1%  Manager  Richard  King  finished  first  among  all  diversified 

EMERGING  MARKETS  COMMON  emerging-markets  funds  in  1995— with  a  17.4%  return. 

The  average  fund  was  down  3.7% 


CGM  REALTY 


INCOME 

7.6%  Invests  mainly  in  real  estate  investment  trusts 

(REITs),  which  offer  bond-like  yields  now  and  a  chance  for 
dividend  growth  later  as  rental  income  goes  up. 


LINDNER  DIVIDEND 


8.2%  Tries  to  pay  dividends  two  percentage  points  higher  than 
Treasury  bills.  Mixes  stocks,  bonds,  convertibles,  pre- 
ferreds,  and  private  placements. 


NORTHEAST  INVESTORS  TRUST  8.8%  High-yield  bonds  make  some  sense  with  interest  rates 

under  pressure.  A  better  economy  improves  the  credit  qual- 
ity— and  prices — for  the  )unk. 

SCUDDER  EMERGING  12.7%  An  income  play  on  the  rebound  in  the  emerging  markets 

MARKETS  INCOME  for  those  who  don't  mind  the  risk.  The  yield  is  now  10.7%. 

Capital  gains  are  possible,  too,  as  these  markets  improve. 

*Appreciation  plus  reinvestment  of  dividend  and  capital  gains  before  taxes,  Jan.  1-May  31, 1996 

DATA  MORNINGSTAR  INC,  BW 


is  J.  Mark  Mobius,  who  nans  the  T( 
pleton  Developing  Markets  Fund.  W 
endears  Mobius  and  his  fund  to  m: 
investment  advisers  is  his  strict  di 
pline  in  buying  stocks.  Rather  t) 
spend  every  dollar  that  comes  in,  '. 
bius  will  let  cash  build  up  if  he  c; 
get  stocks  at  good  prices.  Other  i 
performers  in  category  are  Warb| 
Pincus  Emerging  Markets,  up  16%  | 
year,  and  Robertson  Stephens  Devel 
ing  Countries  Fund,  up  24.4%. 

Investment  adviser-  Michael  Stoljjec 
Stolper  &  Co.  suggests  taking  the  i 
dexed  route  to  these  markets.  "It 
long  bull  market,"  ?ie  says,  "and  bein  ;: 
it  is  more  important  than  which  fj 
you  use."  Vanguard's  emerging-mar 
index  fund  also  has  an  advantage  cj 
the  actively-managed  funds:  Expe 
are  about  1.5  percentage  points  lo 
INCOME.  It's  a  dicey  proposition 
time  when  interest  I'ates  are  imder 
ward  pressure.  But  those  who  nee 
generate  income  can  do  it  without  t; 
the  plunge  into  long-teiTn  bonds, 
yield  or  "junk"  bonds,  for  instance,  sife 
up  reasonably  well  to  a  strengthein; 
economy.  That's  because  the  sheet|;(i 
theii'  issuers  usually  improve.  One  st)j 
play  in  high-yields  is  Northeast  Inves 
Trust.  Its  8.8%  total  retium  so  far  t 
yeai'  is  trouncing  the  competition.  An  i^ 
9.5%  yield  is  impressive,  too.  k 

Junk  bonds  play  a  role  in  the  LimR 
Dividend  Fund,  too.  But  the  fund  bl 
in  common  and  preferred  stocks, 
vertibles,  and  piivate  placements  to 
up  with  a  mix  that  usually  allows 
fund  to  pay  a  yield  two  percentage  p 
higher  than  Treasmy  bills  while  kee 
share-price  volatility  in  check.  Right 
the  yield  is  6.3%'.  And  unlike  conven 
al  bond  fimds,  Lindner  Dividend  o 
prospects  for  capital  appreciation. 

Funds  that  invest  in  real  estafc 
vestment  tmsts  also  make  attractiv 
teiTiatives  to  bonds,  reits  pay  divid 
that  come  from  i-ents  on  theu*  pre 
ties.  If  the  economy  strengthens, 
go  up — and  so  do  the  payouts.  T 
why  Walter  Wisniewski,  presidei 
Paragon  Capital  Management  C 
considers  REIT  funds  such  as  CGM 
ty  Fund,  Cohen  &  Steei-s  Realty  Sh 
and  Fidelity  Real  Estate  Invest) 
Fund  as  inflation  hedges. 

These  veliicles  have  another  attr 
that  many  miss,  he  adds.  REIT  rel 
have  little  correlation  with  the  £ 
market  at  all.  So  adding  REITs  to  a' 
equity  mix  actually  lowers  the  o^ 
portfolio's  volatility.  That  makes 
worth  considering  at  a  time  whei 
stock  market  is  near  an  all-time  hi 

By  Jeffrey  M.  Laderman  in  New 
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Whatever  you  go  with, 
you*ll  like  the  coverage. 


When  it  comes  to  benefit  programs, 
le  Principaf  can  cover  any  need  you  have. 

We  offer  integrated  Short-  and  Long-Term 
sabihty.  Group  Term  or  Group  Universal  Life, 
jntal,  including  indemnity  and  PPO  options, 
'en  Vision. 

We  also  offer  you  the  option  of  picking  one 
these  insurance  products  or  any  combination 
lU  need.  Even  if  you  don't  have  your  health 
surance  with  us. 

Either  way,  when  it  comes  to 
rvice,  you'll  be  covered. 

You'll  be  covered  with  claim 
anagement  that  helps  control  costs, 
addition,  our  turnaround  time  is 


the; 


among  the  best  in  the  industry.  And  our 
dedication  to  accuracy  and  detail  is  unsurpassed. 

But  then,  giving  people  the  kind  of  service 
that  helps  simplify  their  lives  is  a  century-old 
tradition  of  The  Principal  Financial  Group! 

That  tradition  is  one  of  the  reasons  we  now 
have  $57  billion  in  managed  assets.  One  of  the 
ways  we  always  give  you  an  edge. 

So  give  your  broker  a  call  today.  And  take 
advantage  of  The  Principal  Edge! 

To  leam  more  about 
The  Principal  Financial  Group, 
visit  us  at  http://www.principal.com 
on  the  Internet.  Or  call 
l-800-986-EDGE(3343). 


Financial 
Group 


Life,  Health,  Dental  and  Disability  Insurance 
HMO/PPG  •  401(k)  •  Mutual  Funds  •  Securities  •  Annuities  •  Home  Mortgages 


©1996  Principal  Mutual  Life  Insurance  Company,  Des  Moines,  lA  50392. 
Products  and  services  offered  tfirough  Principal  Mutual  Ufe  Insurance  Company(Ttie  Principal)  and  its  subsidiaries.  Mutual  funds  distributed  througfi 
Princor  Financial  Services  Corporation  (member  SIPC)-  Securities  through  Principal  Financial  Securities,  Inc.  Securities  and  health  care  products  not  available  in  all  states. 


THE  WORLD'S 
BEST  INVESTMENTS 


MUTUAL  FUND  SCOREBOARD 


The  Year  of  Big  Money 
And  Small  Funds 

Cash  is  rushing  in  at  twice  last  year's  rate-and  it  favors  aggressive  investments 


If  investors  love  stocks,  they're  ab- 
solutely mad  about  mutual  funds. 
So  far  this  year,  they  have  poured 
more  than  an  estimated  $115  bil- 
lion into  stock  funds.  That's  almost  as 
much  as  they  invested  in  all  of  last  year. 
And  if  positive  reinforcement  means 
anything,  they  will  keep  money  flooding 
in.  Equity  funds  have  posted  returns 
of  12%  (appreciation  plus  reinvestment 
of  dividends  and  capital  gains  through 
May  31)  vs.  9.67%  for  the  Standard  & 
Poor's  500-stock  index. 

Of  coui'se,  even  vnth  the  strong  start, 
no  one  expects  funds  to  duplicate  their 
30%-plus  gains  of  1995.  But  in  some  re- 
spects, fimds  are  doing  even  better  this 
year.  In  1995,  the  large-cap  stocks  that 


dominate  the  s&p  500  soared,  leaving 
most  funds — wliich  tend  to  buy  smaller- 
capitalization  issues  than  are  in  the  s&P 
500 — struggling  to  keep  up.  This  year, 
the  returns  of  lai"ge-cap  stocks  are  good, 
but  those  of  smaller  issues  are  even 
better  That's  why  the  average  fund  is 
beating  the  major  market  averages 
hands  down.  Funds  investing  in  small- 
company  stocks  have  posted  total 
average  returns  of  19.61%' — more  than 
twice  the  retui-n  at  this  point  in  1995. 
Maximum-growth  stock  funds,  which 
often  invest  in  small  companies,  are  also 
on  a  tear,  logging  an  18.26%>  return. 

Investors  who  think  small  when  in- 
vesting abroad  are  also  doing  well.  Di- 
versified emerging-market  funds — the 

TOTAL  RETURN* 


sort  of  funds  that  blend  investmenfcilitis 
the  nascent  markets  of  Latin  Amei|a# 
Asia,  and  Eui'ope — ai"e  looking  goodracfs. 
year,  up  14.42%.  These  markets 
funds  are  just  emerging  out  of  a 
year  bear  market,  and  most  analBtfSK 
think  the  stocks  still  make  compejjB|(jol!| 
plays  (page  104).  The  more  staid! 
eign  stock  funds,  which  invest  ir 
more  mature  markets,  are  up  8.56'! 

All  told,  most  equity  funds  are^ 
livering  the  goods.  In  22  categorij 
funds,  all  have  positive  returns- 
the  double  digits.  Technology  fd 
which  ran  red  in  the  first  quax- 
bounced  back  in  the  second  and  are)(m  ,;;i: 
up  13.01%  for  the  year  Among  theteMi 
cialized  funds,  precious  metalsBpea.; 
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MONITREND  GOLD 

80.56% 

ROBERTSON  STEPHENS  GLOBAL  LOW-PRICED  37.70 

INVESCO  STRATEGIC  GOLD 

75.91 

FREMONT  U.S.  MICRO-CAP 

37.55% 

DREYFUS  AGGRESSIVE  GROWTH 

67.61 

MONTGOMERY  SMALL  CAP  OPPORTUNITIES  R 

37.25 

IDS  PRECIOUS  METALS  A 

65.32 

GABELLI  GOLD 

36,72 

VAN  WAGONER  EMERGING  GROWTH 

56.60 

PATHFINDER 

36.36 

SCUDDER  GOLD 

54.99 

LINDNER  BULWARK 

36.35 

MIDAS 

49.41 

STATE  ST.  RESEARCH  SMALL  CAP  VAL.  C 

35.71 

OBERWEIS  MICRO-CAP 

48.80 

SMITH  BARNEY  NATURAL  RESOURCES  B 

35.60 

BLANCHARD  PRECIOUS  METALS 

48.22 

TURNER  SMALL  CAP  EQUITY 

35.29 

MORGAN  STANLEY  INSTL.  GOLD  A 

46.67 

WARBURG  PINCUS  SM.  CO.  VALUE  COMM. 

34.50 

NEEDHAM  GROWTH 

44.30 

COMPASS  CAPITAL  SMALL  CAP  GRTH.  INSTL. 

34.37 

ROCKWOOD  GROWTH 

43.91 

BB&T  SMALL  COMPANY  GROWTH  TR. 

34.35 

UNITED  SERVICES  WORLD  GOLD 

42.75 

OBERWEIS  EMERGING  GROWTH 

33.83 

NICHOLAS-APPLEGATE  MINI-CAP  GR.  INSTL. 

42.44 

PERKINS  OPPORTUNITY 

33.75 

"fidelity  SELECT  AMERICAN  GOLD 

42.37 

JOHN  HANCOCK  GLOBAL  RESOURCES  B 

33^54  " 

PBHG  CORE  GROWTH 

42.30 

PHOENIX  SMALL  CAP  A 

33^31 

VAN  WAGONER  MICRO-CAP 

42.10 

JOHN  HANCOCK  GLOBAL  MARKETPLACE  A 

33.20 

FONTAINE  CAPITAL  APPRECIATION 

41.99 

EV  MARATHON  GOLD  &  NATURAL  RESOURCES 

33.10 

VAN  WAGONER  MID-CAP 

41.10 

STATE  STREET  RESEARCH  GLOBAL  RES.  A 

32.95 

NAVELLIER  AGGRESSIVE  GROWTH 

40.54 

JOHN  HANCOCK  DISCOVERY  B 

32.82 

OPPENHEIMER  ENTERPRISE  A 

40.44 

WARBURG  PINCUS  INSTL.  SMALL  CO.  GRTH. 

32.50 

PORTICO  MICROCAP  INSTL. 

39.84 

TCW/DW  SMALL  CAPITALIZATION  GROWTH 

32.43 

"nAVELLIER  AGGRESSIVE  SMALL  CAR  EQUriY  38i7 

"FrD'ELITY  SEL.  PRECIOUS  METALS  &  MIn!  " 

32.38 

PREMIER  STRATEGIC  GROWTH  A 

38.46 

LEXINGTON  GOLDFUND 

32.37 

BULL  &  BEAR  GOLD  INVESTORS 

38.26  "" 

G.T.  GLOBAL  NATURAL  RESOURCES  A 

32.26 

Gold  funds! 
are  shining 
brightest, 
funds  that 
invest  in  tl 
smallest 
companies| 
are  doing 
nearly  as 
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%,  and  natural  resources, 
.1%,  are  making  the  best 
ngs. 

ne  investors  might  feel 
ifortable  about  that,  fig- 
such  numbers  are  har- 


rces  are  a  concern,  but 
also  pose  an  opportunity 
102).  Gold  funds,  howev- 
en't  getting  any  lift  from 
(letal  itself.  Gold  is  no 


HOW  THE  BIG  FUNDS  FARED 


tocks  in  the  funds  are 
big  gold  strikes  by  small 


BILLIONS 

TOTAL  RETURN* 

FIDELITY  MAGELLAN 

$56.1 

2.91% 

INVESTMENT  COMPANY  OF  AMERICA 

27.7 

8.30 

VANGUARD  INDEX  500 

21.9 

9.61 

WASHINGTON  MUTUAL  INVESTORS 

20.7 

6.27 

FIDELITY  CONTRAFUND 

18.8 

9.93 

FIDELITY  GROWTH  &  INCOME 

18.3 

8.48 

FIDELITY  PURITAN 

16.9 

5.12 

TWENTIETH  CENTURY  ULTRA  INVESTORS 

16.8 

11.68 

VANGUARD/WINDSOR 

14.9 

10.67 

INCOME  FUND  OF  AMERICA 

14.5 

4.37 

'Appreciation  plus  reinvestment  of  dividends  and  capital  gains  before  faxes,  Jan  1-May  31.  1996 
DATA:  MORNINGSTAR  INC, 

yield  corporate  funds,  with 
4.59%.  The  strength  in  those 
two  sectors  should  come  as  no 
surprise:  They're  the  two  most 
closely  linked  to  the  stock  mar- 
ket, and  rising  stock  prices  off- 


tional  bond  funds  also  were 
slightly  on  the  plus  side  at 
1.82%;  short-teiTTi  world  income 
funds,  up  2.19%.. 

Some  investors  think  this 


year,  the  s&P  500  had  19% 
earnings  gains  and  falling  in- 

inies.  As  a 

KL.  nvQ  /^vrinrrlinrr  ;nfr>  o  vol       "Appreciation  plus  reinvestment  Of  dividends  and  Capital  gains  botore  faxos,  Jan  1-May  31,  199b        f„  Koof  "  coirc  T  miie  P  Mairol 

•s  cJ-e  ciowcung  mio  a  lei-  data: morningstar inc  ,.°  ^^^^  ^""^'^  ^-  ^^^^"^^ 

y  small  market  sector.  her,  a  newsletter  writer  and 

very  valuation  measure,  most  gold     vestment  crimped  returns  at  the  giant    fund  manager  "This  year,  the  s&P  stocks 


;  look  pricey,"  says  Victor  Flores, 
runs  two  gold  funds  for  United 
;es  Advisors  Inc.  "The  prices  for 
companies  discount  gold  strikes 
lave  yet  to  be  made." 
5  SUFFER.  The  worst  performers 
g  the  equity  funds  were  utility 
,  up  only  1.02%,  bloodied  by  rising 
;st  rates.  Other  yield-sensitive 
such  as  asset  allocation,  balanced, 
quity-income  funds,  were  subpar 
mers  as  well.  An  ill-timed  bond  in- 


vestment crimped  returns  at  the  giant 
Fidelity  Magellan  Fund  (table).  It's  up  a 
scant  2.91%  so  far  this  year.  Still,  even 
the  most  sluggish  equity  fimds  outpaced 
bond  funds. 

With  long-term  interest  rates  up  one 
percentage  point  this  year,  bond  funds 
are  in  a  fimk.  Taxable  ftmds  are  dov/n 
an  average  0.58%'  in  total  return;  tax- 
fi"ee  funds,  a  little  worse,  down  1.88%. 
The  only  sector's  that  are  soUdly  positive 
for  1996  so  far  are  convertible  bond 
funds,  with  8.14%  returns,  and  high- 

TOTAL  RETURN* 


may  post  a  7%-to-9%  earnings  gains, 
and  rates  are  rising.  So  money  man- 
agers have  shifted  to  smaller  stocks  be- 
cause the  earnings  prospects  are  much, 
much  better"  His  funds,  Navellier  Ag- 
gi'essive  Growth  and  Navellier  Aggi'es- 
sive  Small  Cap  Equity  funds,  are  up 
40.54%,  and  38.87%,  respectively. 

Mutual-fund  investors  are  also  mak- 
ing that  switch  to  the  smaller-  and 
medium-cap  companies.  Robert  Adler, 
whose  AMG  Data  Services  in  Areata, 
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STEADMAN  INVESTMENT 

-8.74% 

CENTURY  SHARES 

-1.28 

GAM  INTERNATIONAL  A 

-8.14 

FIRST  INVESTORS  UTILITIES  INCOME  A 

-1.23 

GAM  GLOBAL  A 

-6.22 

CAPITAL  VALUE  TOTAL  RETURN  SEL. 

-1.19 

USAA  INCOME 

-5.83 

PRINCOR  UTILITIES  A 

-1.18 

MERRILL  LYNCH  UTILITY  INCOME  B 

-5.78 

MATHERS 

-1.16 

RYDEX  URSA 

-5.B0 

FIDELITY  ADVISOR  INCOME  &  GROVin'H  A 

-1.14 

SMITH  BARNEY  UTILITIES  B 

-5.50 

RIVERFRONT  FLEXIBLE  GROWTH  INV.  A 

-0.84 

SMITH  BARNEY  TELECOMM.  INCOME 

-4.95 

FIDELITY  BALANCED 

-0.79 

PAINEWEBBER  UTILITY  INCOME  B 

'-3.8B 

VAN  KAMPEN  AMER.  CAP  UTIUTYB"""' 

-0.70^ 

FRANKLIN  UTILITIES  1 

-3.30 

EVERGREEN  UTILITY  A 

-0.69 

COLONIAL  UTILITIES  B 

-3.07 

KEMPER  WORLDWIDE  2004 

-0.67 

STRAnON  MONTHLY  DIVIDEND 

-2.92 

EVERGREEN  FOUNDATION  Y 

-0.62 

COPLEY 

-2.82 

IMG  CORE  STOCK  INV. 

-0.53 

AAL  UTILITIES 

-2.57 

CAPPIELLO-RUSHMORE  UTILITY  INCOME 

-0.48 

FLAGSHIP  UTILITY  INCOME  A 

-2.53 

STRONG  AMERICAN  UTILITIES 

-0.34 

BENHAM  UTILITIES  INCOME 

-2.50 

MERRILL  LYNCH  ASSET  INCOME  B 

-0.33 

DEAN  WIHER  UTILITIES 

-2.22 

PERMANENT  PORTFOLIO 

-0.27 

MERRILL  LYNCH  MIDDLE  EAST/AFRICA  B 

-2.17 

IMG  CORE  STOCK  INSTL. 

-0.26 

AMERICA'S  UTILITY 

-2.08 

PIONEER  INCOME  B 

-0.14 

BT  INVESTMENT  UTILITY 

-2.03 

CAPITAL  VALUE  EQUITY  SEL. 

-0.11 

VANGUARD  SPEC.  UTILITIES  INCOME 

-1.58 

ALLIANCE  CONSERVATIVE  INVESTORS  B 

-0.08 

VANGUARD/WELLESLEY  INCOME 

-1.54 

COWEN  INCOME+GROWTH  B 

0.00 

PRINCOR  UTILITIES  B 

-1.53 

FIDELITY  ADV.  STRAI  OPP  A 

0.13 

GALAXY  II  UTILITY  INDEX  RET. 

-1.50 

STAGECOACH  LIFEPATH  2000 

0.15 

MIDWEST  UTILITY  A 

-1.38 

T.  ROWE  PRICE  SPECTRUM  INCOME 

0.16 

Rising 

interest  rates 
meant  death 
to  the  hopes 
of  utility 
funds,  which 
almost 
entirely  filled 
the  bottom  of 
the  list 
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THE  WORLD'S 
BEST  INVESTMENTS 


Calif.,  tracks  money  flowing 
in  and  out  of  funds,  says 
about  half  the  $4.4  billion  a 
week  flowing  into  equity 
funds  now  is  going  into  the 
most  aggressive,  risk-taking 
fimds.  At  this  time  last  year, 
only  15%  of  money  was 
headed  that  way.  Adler  says 


funds,  which  invest  in  larger- 
cap  stocks,  are  now  getting 
only  about  15%  of  the  cash 
flow  vs.  about  half  in  mid- 
1995.  This  flip-flop  in  cash 
flows  has  another  dimension. 
The  more  aggi'essive  funds 
are  getting  a  bigger  share 
of  a  bigger  pie:  Adler  says 
overall  flows  are  about  twice 
those  of  1995. 

Some  market  mavens 
point  to  the  sizzling  small 
caps,  the  red-hot  market  for 
initial  public  offerings,  and  the  fund  in- 
vestors' insatiable  demand  for  riskier 
funds  as  siu-e  signs  of  a  market  about  to 
blow  up.  But  small-cap  specialists  say 
that  these  issues  have  underperfbrmed 
the  big  stocks  for  two  years,  and  rela- 
tive to  the  valuations  of  the  larger 
stocks,    they're    playing  catch-up. 

Likewise,  those  who  invest  in  the  IPO 
market  say  the  trick  is  separating  the 
solid  deals  fi'om  the  froth.  "If  you  work 
hard  at  research,  you  can  find  great 
long-teiTn  investments,"  says  Michael  L. 
Schonberg,  portfolio  manager  of  the 
Dreyfus  Aggressive  Growth  Fund, 
which,  up  67.61%,  is  the  No.  3  fund  for 
the  quarter.  One  of  Schonberg's  winning 
IPOs  is  Fuisz  Technologies  Ltd.,  which 
makes  drug-delivery  systems.  Fuisz 


MUTUAL  FUND  SCOREBOARD 


I 


BIG  GAINS  FOR  SOME  FUND  GROUPS 

TOTAL  RETURN* 

TOTAL  RETURN* 

PRECIOUS  METALS 

32.87% 

FOREIGN 

0  ceo/ 

SMALL  COMPANY 

19.61 

PACIFIC 

7.76 

NATURAL  RESOURCES 

19.10 

EQUITY-INCOME 

TIC 

7.15 

MAXIMUM  GROWTH 

18.26 

FINANCIAL 

6.72 

DIVERS  EMERGING  MARKETS  14.42 

MULTIASSET  GLOBAL 

5.97 

SPECIALTY-MISC. 

13.89 

REAL  ESTATE 

5.80 

TECHNOLOGY 

13.01 

BALANCED 

4.69  . 

COMMUNICATION 

12.81 

ASSET  ALLOCATION 

4.22 

GROWTH 

12.06 

UTILITIES 

1.02 

HEALTH 

11.98 

\iS.  DIVERSIFIED  EQUITY  FUNDS  12.79 

WORLD 

11.96 

ALL  EQUITY  FUNDS 

12.00 

EUROPE 

11.43 

S&P  500 

9.67 

GROWTH  &  INCOME 

9.15 

*  Appreciation  plus  remuestment  of  dividends  and 
capital  gams  before  taxes.  Jan  1-May  31,  1996 

DATA;  MORNINGSTAR  INC. 

went  public  in  December  at  $8,  finished 
199.5  at  $10,  and  now  sells  for  $27.  Un- 
like managers  who  must  invest  in  small 
caps,  Schonberg  says  he's  in  those  stocks 
by  choice.  "I  could  buy  IBM,  or  I  could 
raise  cash  if  I  wanted  to." 
SMALL  PONDS.  Even  among  the  small- 
company  funds,  there's  a  tiering  of  re- 
turns. Some  of  the  best  numbers  posted 
thus  far  belong  to  "micro-cap"  funds, 
the  smallest  of  the  small,  usually  de- 
fined as  stocks  under  $100  million  in 
market  capitalization.  It's  in  this  cor- 
ner of  the  market  that  the  billions  have 
the  most  impact.  "I've  heard  more 
about  micro-cap  investing  in  the  last 
year  than  in  the  last  six,"  says  James 
"Chip"  Roberts,  co-manager  of  Ober- 
weis  Micro-Cap  Fund,  up  48.80%. 


THE  ROND  FUND  LEADERS 

1                TAXABLE  FUNDS 

■                 TAX-FREE  FUNDS 

TOTAL  RETURN* 

TOTAL  RETURN* 

PHOENIX  EMERGING  MARKETS  BOND  A  18.57% 

COLORADO  BONDSHARES 

3.13% 

BEAR  STEARNS  EMERGING  MARKETS  DEBT  A  1 5.59 

NO  TAX-FREE 

2.48 

NICHOLAS-APPLEGATE  INC.  &  GR.  INSTL.  14.13 

SOUTH  DAKOTA  TAX-FREE 

1.91 

VALUE  LINE  CONVERTIBLE  13.55 

MORGAN  GRENFELL  SHORT-TERM  MUNI.  BOND  1 .54 

SCUDDER  EMERGING  MARKETS  INCOME  12.66 

CALVERT  TAX-FREE  RESERV.  LIMITED-TRM.  A 

1.51 

RYDEXJUNO  12.63 

STRONG  MUNICIPAL  ADVANTAGE 

1.47 

MORGAN  STANLEY  INST.  EMG.  MKTS.  DBT.  A  1 2.46 

MONTANA  TAX-FREE 

1.46 

JANUS  HIGH-YIELD  12.43 

DREYFUS  SHORT-INTERM.  MUNI.  BOND 

1.20 

STRONG  HiGH-YIELO  BOND  12.32 

DAVIS  TAX-FREE  HIGH  INCOME  B 

1.11 

FIDELITY  NEW  MARKETS  INCOME  11.07 

VANGUARD  MUNICIPAL  SHORT-TERM 

1.10 

*Appreciation  plus  reinvestment  of  dividends  and  capital  gains  before  taxes,  Jan.  1-May  31, 1996 
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To    keep    from  getpg 
swamped  by  the  toiTentiol' 
cash,  many  small-  and  m 
cap  managei-s  have  been 
ing  their  funds  to  newj 
vestors.  Oberweis  Micro- 
went  one  step  further. 
May  22,  when  the  fundj 
$.50   million   in  assetsj 


from  its  existing  shai'eholitfB 
With  successful  new  fij^ 
shutting  their  doors  so 
investors    are    put  il 
quandary.  The  convent! 
wisdom  suggests  inves 
not  iTJsh  headlong  into  ajj 
fund.  "If  it's  a  new  fundi 
by  a  manager  who  alr| 
has  a  track  record,  you 
have  to  wait,"  says  Rii 
Kinnel,  equity  fund  an,| 
at  Morningstar  Inc. 
seems  to  be  the  case 
Garrett  R.  Van  Wagoner,  a  port] 
manager  with  a  red-hot  record 
opened  his  own  fund  company  in  Jl 
ary.  His  three  funds  together  alr| 
have  more  than  $1  billion  in  asset^p 
On  the  bond  fund  side,  inveii 
pretty  much  know  what  they're] 
ting  as  long  as  they  pay  attention 
terest  rates:  They're  getting  h(| 
Government  bond  funds,  those 
sensitive  to  changes  in  rates,  hav(| 
a  -2.06%  return  so  far  this  year, 
means  declines  in  bond  pricesj 
greater  than  the  funds'  interest  iml 
Corporate  fimds  are  faring  a  littlei 
ter,  since  a  stronger  economy,  wh:| 
what  is  souring  the  bond  marketj 
proves  the  credit  quality  and  pricJ 
many  issues.  Some  of  the  best  re| 
come  &"om  emerging-mal 
debt  funds,  which,  like  I 
equity  counterparts,  ar(| 
on  the  rebound  ft'om 
astrous  two  years. 

On  the  tax-free  side,  | 
of  the  best  retvu-ns  comel 
small  muni  fimds  speci2|j 
in  the  bonds  of  small 
North  Dakota,  South 
ta,  and  Montana.  These ) 
rose  to  the  top  becausei 
didn't  fall  as  much  asjf 
competitors,  thanks  to  4 
hedging  in  the  bond  fitf 
market,  says  portfolio  1. 
ager  W.  Dan  Korgel,! 
nms  these  fimds.  Perha«' 


at  least,  mutual  fun 
vestors  should  think  snJl 
By  Jeffrey  M.  Ladifil 
in  New  York  [i 
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You  DON'T  BUILD  FIVE 
OF  THE  TEN  BEST-SELLING 
CARS  AND  TRUCKS 
BY  STARING  IN  THE 
REARVIEW  MIRROR. 

We're  looking  ahead  by  building 
vehicles  that  deliver  on  the 
promise  oJ  quality,  s  a  J  e  t  y  and 
value  every  d  ay.  Like  the  D  u  r  at  e  c 
engine  in  our  Ford  Taurus  L  X 
and  Mercury  Sable  L  S  which 
features  pistons  with  a 
patented  coating  that  reduces 
friction  and  wear.  It's  just 
one  of  the  ways  we're  keeping 
our      eyes      on      the     J  u  t  u  r  e . 


Ford        Ford    Trucks        v^^WjfJ^^vJ^Ki        Lincoln  Mercury 


Q_U  A  L  I  T  Y      IS      JOB  1 


.Inside  Wall  street 


BY  GENE  G.  MARCIAL 

PRESS  1  NOW 
FOR  PRECISION 

Like  many  other  tech  stocks,  Preci- 
sion Systems  (psys)  is  sizzling.  TVad- 
ing  a  year  ago  at  4,  it  has  zoomed  to 
14!4.  Some  say  it's  just  warming  up. 

Precision  CEO  Russ  Pillar,  30,  agrees: 
"The  best  is  yet  ahead  of  us" — because 
of  Precision's  network-based  software 
that  lets  corporate  customers  enhance 
their  communications.  And,  he  adds, 
because  of  Precision's  impressive  roster 
of  marketing  partners;  Motorola, 
Hewlett-Packard,  L.M.  Ericsson,  AG 

HARD  CASH  FROM  SOFTWARE 


PRECISION  SYSTEMS 
STOCK  PRICE 

WEEKLY  I 


EARNINGS 

JPUSHME^ 

1997  Est, 
SStI 

1996  Est 

25(J 

1995 

-270 

1994 

-$2.12 

1993 

-710 
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Communications  (an  at&t-gte  joint 
venture),  and  Tandem  Computers. 

"Pillar  and  Ms  team  have  developed 
revolutionary  software,  UniPort,  for 
the  wired  and  wireless  cable  industry," 
says  Richard  West  of  investment  firm 
Gaines  Berland.  Other  applications  in- 
clude voice-activated  diaUng,  debit 
cards,  and  a  single-number  service  that 
searches  for  a  specific  person. 

Precision  has  also  developed  Atlas,  a 
dialing  system  for  automatic  answering 
agents.  It  lets  users  operate  on  the  In- 
ternet and  phone  networks  concurrently. 

Precision  has  signed  an  alliance  with 
Sun  Microsystems  to  dehver  an  Atlas 
using  Sun's  Java  programming  lan- 
guage. Applications  will  include  phone 
answering,  voice-based  interactive  com- 
munications, and  call  message  deUveiy. 

Investors  are  intrigued  by  a  big- 
name  investor  who  has  pumped  in  $14 
million  for  nearly  a  20%  stake:  Mi- 
crosoft co-founder  Paul  Allen.  Allen 
"gives  gi'eat  credibility  to  Precision's 
technology,"  says  West  of  Gaines 
Berland.  Allen  has  no  standstill  agree- 
ment to  stop  him  from  buying  more. 

West  reckons  Precision  will  be  in 


the  black  when  the  fiscal  year  ends  on 
Aug.  30,  1996.  He  thinks  it  will  make 
250  a  share  in  1996  and  55?  in  1997. 

But  these  numbers,  says  West,  don't 
include  eaiTiings  from  two  acquisitions 
last  Apxil:  Vicorp,  a  Brassels  provider 
of  network-compatible  interactive  voice, 
data,  and  videotext  software,  with  rev- 
enues of  $36  miUion,  and  bfd  Produc- 
tions, an  Internet-access  provider  of- 
fering automated  World  Wide  Web 
sei-vices,  with  sales  of  $10  milhon. 

These  newcomers,  says  West,  should 
double  Precision's  revenues,  to  $75  mil- 
lion, and  boost  earnings  by  10(2  a  share. 
Vicorp  and  bfd  will  add  even  more 
big-name  partners  to  Precision's  cus- 
tomer list.  Vicorp  customers  include 
Credit  Suisse,  Deutsche  Bank,  Cable 
&  Wireless,  and  Sprint  TeleMedia. 
Some  of  BFD  chents:  Sega  of  America, 
Sony,  and  Activision. 

Pillar  is  negotiating  to  improve  not 
only  ties  with  his  marketing  partners 
but  also  pricing:  He  wants  transaction- 
based,  revenue-sharing  deals  with 
them.  "That  will  substantially  boost 
Precision's  bottom  line,"  he  says. 

HOW  SWISHER 
IS  MOPPING  UP 

It's  as  far  from  high  tech  as  you  can 
get,  but  Swisher  International  (swsH) 
is  starting  to  sparkle  anyway.  As  No.  1 
in  restroom-cleaning  franchises,  "it's 
the  best  in  the  business,"  says  analyst 
Herbert  Davidson  of  securities  firm 
Meyers  Pollock  Robbins.  Swisher's 
chents  include  Shell,  Eckerd,  Burger 
King,  and  Kmart. 

The  company  has  been  approached 
on  two  occasions  by  different  compa- 
nies seeking  to  acquire  it.  But  ceo 
Patrick  Swisher  pooh-poohed  the  of- 
fers as  too  low.  "It  would  have  been  a 
heck  of  a  bargain  [for  them]  if  we  had 
accepted,  considering  the  strong 
gi'owth  we're  seeing,"  he  says. 

It's  Swisher's  improving  outlook  that 
drew  suitors,  agrees  Davidson.  Earn- 
ings in  the  first  quarter  of  1996  jumped 
67%  and  revenues  33%,  he  notes. 
Davidson  expects  sales  of  nearly  $10 
million  in  the  year  ending  Oct.  31,  1996, 
and  profits  of  32(2  a  share,  up  from  last 
year's  $7.9  million  and  200. 

Davidson  says  Swisher  aims  to  be  a 
worldwide  commercial-cleaning  chain.  It 
provides  sei-vices  and  hygiene  products 
to  restaurant,  store,  office,  and  school 
lavatories  in  39  states  and  Canada. 
The  stock  hasn't  been  a  laggard,  ei- 


ther. From  3  in  January,  the  stock 
risen  to  4.  Davidson  thinks  it  could 
8  in  a  year. 

DID  EXCEL 
REALLY  EXCEL? 

A "dream  stock"  is  how  some  inves 
describe   Excel  Communicati 
(EC I),  a  fast-growing  Dallas  long 
tance  company.  Initially  offered  to 
public  on  May  10  at  15,  the  sh 
closed  that  day  at  29^^,  hit  47  on 
21 — but  had  slipped  to  35M  by  Jun 
Watch  out.  Excel  could  sag  furt 
So  warns  Howard  Schilit,  an  acco 
ing  professor  at  American  Unive 
in  Washington  and  president  of 
Center  for  Financial  Research 
Analysis. 

Excel  buys  long-distance  time 
such  providers  as  AT&T  and  MCi, 
wholesale  rates.  It  resells  it  at  a  h: 
er  price  under  its  own  name.  Scl 
notes  that  the  company  has  no  ph 
network  of  its  own  and  contracts 
the  switching  and  transmission 
calls. 

What  troubles  Schilit  is  the  way 
company  changed  its  accounting  prio 
going  pubhc.  He  says  Excel  (ioul 
net  income  by  capitalizing  some  n 
keting  costs  and 
deferring  revenue 
instead  of  posting 
it  when  received. 

Schilit  main- 
tains that  Excel's 
profit   surge  in 

1995  and  the  first 
three  months  of 

1996  "related 
more  to  account- 
ing changes  and 
less  to  its  busi- 
ness growth."  He 
figures  the  change 
accounted  for 
$22.7  miUion  (or 
51%)  of  the  com- 
pany's reported  $44.4  million  net 
come  for  1995,  and  about  $11.9  mil 
(or  35%)  of  the  $34  million  eami 
reported  for  the  March,  1996,  quai 

"We're  also  concerned  that  Exi 
cash  flows  from  operations  trailed 
income  during  the  March  quarter 
cause  of  the  accounting  change,"  Sc 
says.  The  company  generated  onlj 
million  in  cash  flows  but  reported  ne 
come  of  $34  milhon.  business  we 
repeated  calls  to  Excel  CEO  Keni 
Troutt  weren't  returned. 


A  VOUTILE 
IPO 
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Sun  designed  the  first  intranet 

back  when  people  thought 
intranet  was  a  ty  pO» 

The  intranet.  Everyone's  talking  about  it,  but  few  are  taking  advantage  ol  it.  Whether  )'ou're  talking  business-to-busmess,  or  business- 


to-consumer,  Sun  can  show  you  the  opportunities  associated  v\iih  the  intranet,  and  then  pro\'ide  )'ou  with  the  products,  service  and 


support  to  help  you  implement  those  solutions.  Everything  trom  industry-leading,  easy-to-use  Netra"  servers  and  key  industry 


s,  to  the  revolutionary  Java'  technology,  and  Solstice  '  SunScreen  '  and  Solstice  EireWalhr  security  ^<^^^ 
0  don't  waste  time  and  resources  trying  to  re-create  the  wheel,  call  Sun,  After  all,  we're  the  intranet 


helped  invent  it.  To  learn  more  about  Sun,  contact  us  at  http://www.sun.com  or  1-800-786-0785,  Ext.  3/0.     the  network  is  the  computer  - 
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TRANSPORTATION 


CAN  AIR  FRANCE 
MAKE  ITS  CONNECTION? 

Facing  deregulation,  it  needs  a  U.S.  partner  and  lower  costs 


On  one  side  of  the  Channel,  British 
Airways  PLC  is  posting  record  earn- 
ings and  negotiating  a  powerhouse 
alhance  with  American  Airhnes  Inc. 
Across  the  water,  Air  France  execu- 
tives are  glumly  toting  up  their  sev- 
enth straight  yearly  loss,  to  be  an- 
nounced late  this  month.  And  they're 
struggling  to  find  a  U.  S.  ally  in  an  era 
when  transatlantic  partnering  is  crucial 
but  candidates  are  disappearing  fast. 

Air  France  Chaimian  Christian  Blanc 
has  httle  time  left  to  turn  this  state- 
owned  carrier  into  a  worthy  rival  of 
British  Ail-ways.  The  final  stage  in  Eu- 
rope's air  deregulation  kicks  in  next 
Api-il.  Then,  Eui'opean  Union  rivals  may 
fly  French  passengers  within  France, 
as  well  as  anywhere  in  the  EU.  French 
upstarts  such  as  aom.  Air  Liberte,  and 
TAT  Express — controlled  by  British  Air- 
ways— are  already  forcing  fares  down 
by  as  much  as  half  inside  France.  Mean- 
while, Blanc's  rivals  are  forming  net- 
works with  U.  S.  carriers:  Lufthansa 
with  United,  Swissair  with  Delta,  klm 
with  Northwest.  "Air-  France  risks  being 
isolated,"  says  Bertrand  d'Yvoire,  a 
Paris  airline  consultant.  The  only  way 
out  is  to  forge  meaningful  alliances  and 
contain  nmaway  costs. 

Although  Ait-  France  has  accumulated 


losses  totahng  $3.3  billion  since  1990, 
Blanc  thinks  the  airline,  which  has  $9..5 
billion  in  revenues,  will  reach  breakeven 
next  yeai-  and  be  ready  for  privatization. 
Air  France  is  also  discussing  alliances 
with  United,  Delta,  Continental,  and 
American — despite  American's  talks 
with  British  Airways.  "The  deal  [with 
ba]  isn't  signed  yet,"  says  Denis 
Ohvennes,  Air  France's  strategy  chief. 
Olivennes  also  sees  room  for  two  Eui'o- 
pean carriers  in  one  U.  S.  alliance. 
EUROPEAN  POWER.  Yet  the  U.  S.  view  of 
Ail-  France  is  mixed.  "They've  defeired 
change  for  a  very  long  time,"  says  one 
U.S.  airline  executive.  Air-  France  lacks 
the  sophisticated  au- 
tomation used  in  the 
U.  S.  to  speed  up 
check-in  and  manage 
fares.  "There  are  a 
number  of  things  they 
don't  do  very  well  that 
we  would  regard  as 
prerequisites"  for  an  al- 
liance, he  says.  But  con- 
sultant David  H.  Tr-eitel 
of  New  York's  Simat, 
Helliesen  &  Eichner 
thinks  Air  France's 
base  at  Paris'  Charles 
de  Gaulle  Airport  and 


HEAVY  LOAD:  Air  Inter  pays  pilots 
twice  as  m  uch  as  more  efficient  lb 
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its  "powerful  European  route  syst 
could  woo  a  U.  S.  carrier,  most  lii 
TVans  World  Aii-lines  Inc.  or  Contine 
Airlines  Inc. 

Finding  a  partner  is  just  one  of 
tasks  facing  Blanc,  who  once  ran 
Paris  Metro.  His  trickiest  problei 
Air  Inter,  the  loss-plagued  domesti( 
vision  where  pilots  earn  double  the 
per  flying-hour  of  Europe's  most 
cient  carriers.  Blanc  has  ordered  p: 
to  fly  more  hours  for  the  same  pay- 
be  replaced  by  younger,  cheaper  p: 
when  their  contract  expires. 

That's  hardball  indeed  for  Fra 
Blanc  risks  losing  his  job  to  labor 
rest,  just  like  predecessor  Bernard 
tali.  But  it's  essential  to  fix  Air  Ii 
partly  to  offer  a  U.  S.  partner  sti 
"feed"  inside  France.  To  grip  Fr; 
more  fii-mly,  Air  Inter  will  soon  lai 
U.  S.-style  shuttle  service — guarant  ,  ™^ 
no-reservation  seats — from  Pari 
Marseilles,  Toulouse,  and  Nice.  The 
mestic  carrier  is  being  renamed 
France  Europe."  As  its  costs  fall,  it 
take  over  all  Air  France  Euroj 
routes,  leaving  global  service  to 
France  Intercontinental" — as  its 
brother  wiO  be  named  in  1998. 
JUGGLING  FARES.  Blanc  is  also  boos 
Air  France's  efficiency.  In  April, 
carrier  launched  a  hub  at  Charle 
Gaulle  Airport.  Five  daily  wave 
flights  ft-om  around  Europe  and  be; 
now  connect  with  each  other  vd 
short  time  periods.  This  scheduling 
courages  passengers  to  fly  through  ] 
to  other  destinations.  A  U.  S.  inverff!' 
of  the  1980s,  the  hub  was  designei 
ex-United  Airlines  Inc.  execu 
Rakesh  Gangwal — who  left  Air  Fr 
in  March  to  become  president  of  I 
Inc.  The  hub  boosted  Air-  France's 
passenger  traffic  at  de  Gaulle  by 
ft-om  the  year  before.  This  summer 
carrier  will  install  a  computer  sy 
that  should  incr 
revenues  by  jugf 
fares  better. 

If  Blanc  fails  tc 
build  Air  Franc( 
won't  be  for  lack  of 
ing.  Many  insiders 
him  arrogant  and  i 
less.  But  with  der 
lation  looming,  r 
lessness  may  be 
only  way  to  get 
symbol  of  Gallic  in^ 
moving. 

By  Stewart] 
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.ENTY  OF  PAIN. 
lY  GAIN? 

puServe's  hard  choices  have  yet  to  pay  off 


COMPUSERVE'S 
QUEST  FOR  MEMBERS 


3,200 


3t  July  31,  the  board  of  h&r  Block 
nc.  swallowed  haixl  and  blessed  a 
sversal  in  strategy  for  its  Compu- 
ei've  Inc.  subsidiary.  It  authoi-ized 
Ditious,  costly,  and  long  overdue 
ion  plan  to  counter  surging  rival 
la  Online  Inc.  (aol).  There  would 
e  cuts  and  hundi'eds  of  millions  of 
for  marketing,  network  upgi-ading, 
ng  content,  recruiting  members, 
inching  sei'vices. 

rly  a  year  later,  CompuServe  is 
ito  its  big  push,  fueled  by  the 
illion  raised  in  an  initial  public  of- 

But  so  far,  it  has  succeeded 
in  changing  from  the  stodgy,  con- 
ve,  and  profitable  No.  2  in  online 
igher-profile  No.  2  that,  for  the 
Tie,  is  losing  money, 
le  it  has  added  1.2  million  cus- 

in  the  past  year  (chart),  aol  has 
3.2  million.  And  the  rate  of  sign- 
is  slowed  to  around  65,000  per 
—from  100,000  a  year  ago. 
ling  Wow!,  a  new  family-oriented 
,  has  been  so  costly  that  on  June 
npuServe  is  expected  to  report  a 
lion  loss  for  the  quarter  ended 
).  For  fiscal  1997,  Meirill  Lynch  & 
alyst  Lou  Kerner  figiu'es  Com- 
;e  will  earn  $28  million,  down 
ibout  $46  million  on  revenue  of 
lilhon  for  the  year  ended  Apr  30. 
iServe  stock,  which  came  out  at 
A.pr.  18,  is  trading  at  26M. 
£R.  Now,  the  company  is  going 
arther  to  match  aol  and  survive 
slaught  of  the  World  Wide  Web. 
y  21,  it  unveiled  Red  Dog,  a  plan 
)  using  proprietary  software  and 

to  a  Web  programming  format, 
le  4,  it  announced  an  alliance  with 
oft  Coi-p.  CompuServe  and  Wow! 
t  a  place  on  Microsoft's  Windows 
ware — a  deal  aol  won  last  April, 
im,  CompuServe  will  be  the  first 
ler  for  Microsoft's  Normandy,  soft- 
er running  Internet  servers.  This 
leh  will  make  it  easier  for  Com- 
i^e  to  grab  hot  new  Web  content, 
also  means  that  the  service  risks 
the  edge  that  its  proprietary  soft- 


ware and  content  now 
provides. 

CompuServe  Chief 
Executive  Robert  J. 
Massey  insists  that  the 
company  has  to  take 
risks  now.  "America  On- 
line was  in  the  passing 
lane,  focused  on  market- 
ing, on  subscriber  acquisition.  Com- 
puServe was  focused  on  profitability. 
We  changed  all  that,"  he  says.  With 
Block's  blessing,  he  cut  rates  last  fall, 
reducing  the  average  monthly  bill  by 
$2,  to  $16.30.  Meanwhile,  he  "invested 
in  content,  paying  an  estimated  .$3.5  mil- 
lion to  woo  Time  from  aol,  for  example. 


ONLINE  SUBSCRIBERS 

■  INTERNATIONAL* 

■  NORTH  AMERICA 


'94  '95  '96** 
YEAR  ENDED  APR,  30 


91  '92 
ATHOUSflNDS 

•EXCLUDES  LICENSEES 

**ASOF  1/31/96      DATA:  COMPANY  REPORTS 


Another  gamble:  Aping  an  aol  prac- 
tice, CompuSeive  now  capitalizes  much  of 
the  cost  of  recniiting  members  rather 
than  treating  them  as  cuirent  expenses. 
In  the  nine  months  ended  Jan.  31,  it  de- 
fen-ed  $65  million  in  such  costs,  which 
are  being  written  off  over  two  years. 
The  risk  is  that  subscribers  won't  stay 
that  long,  potentially 
planting  charges  against 
ftiture  earnings.  Indeed, 
one  factor  in  the  quar- 
terly loss  was  a  ruling 
by  the  Securities  &  Ex- 
change Commission  that 
certain  advertising  costs 
must  be  expensed  now. 

But  if  Massey 's  plan 
works,  today's  gambles 
will  look  like  prudent 
investments.  Now,  the 
dice  are  still  rolling. 
Sprynet,  the  Net-access 
service  it  bought  for  $102  million  last 
year,  has  garnered  130,000  customers 
since  February — compared  to  the 
150,000  AT&T  snatched  in  three  months 
with  WorldNet.  Wow!,  launched  in 
March,  works  only  with  Win  95  and  has 
gotten  so-so  reviews.  Only  50,000  sub- 
scribers have  signed  up,  estimates  Mark 


IN  LIMBO:  Massey's  growth  plan  hasyi't  exactly  thrilled  Wall  Street 
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MISSING  THIS 
CONFERENCE 

COULD  STUNT  YOU 

GROWTH. 


lejol 


iexci 


red  Speakers: 


1^ 

.  Gibara 
t&CEO 
(iyear  Tire 
T  Company 


Melvin  R.  Goodes  The  Honorable 

Chairman  &  CEO  Jack  Kemp 

Warner-Lambert  Company    Former  Secretary,  HUD 

&  U.S.  Congressman 

(1971-89) 


The  Honorable  Bernard  Schwartz 

John  D.  Rockefeller,  IV      Chairman  &  CEO 
U.S  Senate,  (D-  \W)  Loral  Space  & 

Communications  LTD 


The  1996  Business  Week  Symposium  of 
Ciiief  Executive  Officers 

^^The  Growth  Debate:  How  Fast,  How  ¥mV 


SEPTEMBER  25-26,  1996.  WASHINGTON,  DC 


4n  the  economy  continue  to  expand  and 
ite  jobs  without  triggering  inflation?  What 

be  the  effects  on  your  company? 
Join  Business  Week,  key  political 
resentatives,  and  your  fellow  CEOs  for  a 
ik  exchange  of  ideas  at  this  9th  annual 
iness  symposium.  It's  a  strategic  gathering 

won't  want  to  miss. 


In  association  with: 

Bain  &  Company,  Inc. 

Cadillac  Motor  Car  Division 

Heidrick  &  Struggles,  Inc. 

Ohio  Department  of  Development 

SAS  Institute  Inc. 

Toshiba  America 

Unisys  Co rp o ratio n 

With  support  from; 

Wharton  Executive  Education 

For  registration 
information: 

Please  call  (800)  821-1329. 

Participation  is  limited  to  CEOs 
of  the  nation's  largest  corporations. 


BusinessWeek 


E  X  E  C       T  I  V  E 


P  R  O  G  RAMS 


Beyond  news.  Intelligence. 


■The  McGraw-Hill  Companies,  Inc. 


A  Division  ol  Tlie McGraw-Hill  Companies 


The  Kaufmann  Fund 

A  Small  Coreipany  Aggressive  Growth  Fund 


#/  Performing  Fund  Since 
the  Market  Low  of  1987 


per  Mutual  F^und  Forecaster 


"Tough  Guys  Finish  FIRST" 

—  Miitudl  Funds  Magazine,  April  '95 


Five-Year  Compounded 
Annual  Return 


14.6% 

S&P 
500 


24.2% 


KAUFX 
FUND 


Ten  year  18.2% 

One  year  40.2% 

Period  Ending  3/3 1/96 
per  Lipper  Analytical  Services 


Lawrence  Auriana  aiul  Hans  Utseh, 
Portfolio  Co-managers  with  over  60  years 
of  combined  Wall  Street  experience 


Morningstar  5-Star  (*****)  Rating' 

(Out  of  1,633  equity  funds  as  of  2/29/96) 


For  a  prospectus  call: 

(800)  562-92 1 0 


Out  of  637  open-end  equity  funds,  for  the  period  of  12/4/87  -  3/31/96. 
Moniiiigstar  ratings  aie  subject  to  change  eveiy  month  and  are  calculated  from  the  funds' 
tluee-  and  five-yeai'  average  annual  retiuiis  with  appropriate  sales  charge  ac(justments  and 
a  risk  factor  that  leflects  perftjnntmce  relative  to  tlu'ee-month  Treasiuy  bill  monthly 
retiuivs.  Ten  percent  of  the  funds  in  an  investment  categoiy  receive  five  stars. 
Total  returns  for  periods  ending  March  31,  1996  are  historical  and  include  change  in 
share  price,  reinvestment  of  ilividends  and  capital  gains.  There  is  a  0.2%  redemption  fee 
and  a  12b-l  fee  in  excess  of  0.25%.  The  S&P  is  an  uninanaged  index  consisting  of  the 
common  stock  of  -500  publicly  traded  U.S.  companies.  For  more  complete  infomiation 
including  charges,  exjjenses,  imd  risks  on  small-cap  stocks  please  read  the  prospectus 
carefully  before  you  invest.  Tlie  perfoniumce  cited  represents  past  perfonnance  which 
is  not  indicative  of  future  results;  investment  perfonnance  fluctuates;  fund  shares  when 
redeemed  may  be  worth  more  or  less  than  original  cost.  The  prices  of  small  company 
stoc-ks  are  generally  more  volatile  than  those  of  large  companies. 

The  Kaufmann  Fund,  Inc. 

1 40  East  45th  Street,  New  York,  NY  1 00 1 7  •  Fax  (2 1 2)  66 1  -2266 
Internet  -  http://wwvi/. kaufmann. com     Prodigy  -  Jump  Kaufmann 
AOL  -  Keyword:  Kaufmann 


Mooradian,  an  analyst  at  New  Yc 
based  Jupiter  Communications 
"Wow!  wants  to  be  the  next  aol,' 
Mooradian.  "Unless  they  show  the  s; 
[nerve],  it's  not  going  to  get  there.' 

Massey's  biggest  challenge  is 
breathe  new  life  into  his  bread-and- 
ter  sei-vice.  For  yeai"s,  CompuSei-ve 
where  PC  geeks  traded  tips  and 
ous  cyberfolk  looked  for  data.  "Yoi 
got  to  have  a  buzz,  an  aui"a,"  says  D| 
Simons,  managing  director  of  Di 
Video  Services,  a  New  York  invest: 
research  firm.  "CompuServe  neve: 
ally  developed  any  pizzazz." 

On  Wall  Street,  CompuServe  ce: 
ly  retains  its  dowdy  image:  While 
cyberstocks  command  massive  v; 
tions,  CompuSei-ve  shares  have  tr; 
as  low  as  22.  Even  so.  Block  offil 
say  they  plan  to  to  sell  the  80% 
still  own  to  the  public  by  next  Ap: 

The  jump  to  the  Web  could  be  k 
giving  CompuServe  some  glitz, 
prospect    of   snagging    3.4  m 
customers  should  persuade  co 
providers  to  locate  on  the  Compu 
site.  In  April,  CompuServe  cut  a 
with  Time  Warner  Inc.  to  offe 
customers  free  access  to  the  Path: 
Web  site,  including  the  forthco 
Pathfinder   Personal  Edition, 
service,  which  will  carry  a  sep 
charge  on  other  networks,  will  puU 
Warner  content  tailored  to  a  cons 
specific  interests.  "Personalized  se| 
will  differentiate  us,"  says  Denn: 
Matteucci,  president  of  online  ser 
BIG  CHANCE.  The  move  to  Web 
dards  is  all  but  inevitable.  Rivals 
gy  Services  Co.  and  Microsoft  ar 
verting  their  services  now,  and  AO 
it  may  do  so,  too.  There's  a  gi'eat 
ing  for  CompuServe  to  bring  a 
audience  safely  onto  the  Web,  a] 
Paul  Sagan,  president  of  New  Me( 
Time  Inc.  "That's  what  a  successfi 
gregator  will  do — say  to  mem 
'Ti'ust  us  to  guide  you  to  the  w 
find  the  infonnation  you  want,'"  he 

Whether  CompuSei-ve  can  pull 
Web  plan  remains  to  be  seen.  Bu 
thing  is  sure:  The  sleepy  company 
year  ago  is  on  the  move.  And  it  r( 
considerable  hidden  strengths.  ItH 
leading  online  sei^vice  overseas.  P 
gets  a  quarter  of  its  revenues  fror 
porate  customers  who  use  its  netw 
move  transactions,  including  1.2 
Visa  credit-card  authorizations  per 
That  may  not  make  it  the  king  of 
space,  but  it  could  ensure  that  C 
Serve  survives  in  the  Web  era. 

By  Zacliartj  Schiller  in  Colw 
Ohio,  and  Paul  M.  Eng  in  New 
with  Peter  Elstrom  in  Chicago 
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Today, 


track  the  stock  market, 


follow  the  Supreme  Court, 


St  in  surgery, 

analyze  the  yen 
and  turn  40,000  kids 
p  the  quadratic  equation. 

{  Anything  we  can 
do  for  you  today  ?  } 


very  minute  of  every  day,  our  111  brands  and  companies  analyze,  edit  and 
rpret  information  for  an  ever-changing  world.  So  you  can  make  the  most  of  it 


T\\€  McGraw-Hill  Companies 

Keeping  the  world  up  to  speed 


n  c  I  a  I    Services       Information    and    Media      Educational    and    Professional  Publishing 


These  Companies  Have  Foui^l 

The  National  Organization  i\\ 

Salute  Members  C 


don't  want 
sympathy  or  pity- 


We  want  to  participate 
and  contribute. 
Hire  us!  We're  good 
for  your  business." 

Jim  Brady,  Vice  Chairman 
National  Organization 
on  Disability 


he  CEO  Council 
is  part  of  the 
National  Organi- 
zation on  Disability  (N.O.D.), 
and  represents  a  prestigious 
group  of  business  leaders  who 
believe  a  person's  ability,  not 
disability,  is  what  counts  in 
doing  a  job. 

Through  their  annual  member- 
ship contributions,  CEO  Council 
members  support  N.O.D.'s 
important  efforts  to  increase  the 
participation  of  people  with  dis- 
abilities in  the  workplace  and  in 
all  aspects  of  life. 


Chairman's  Circle 

American  Express  Company,  Harvey  Golub 

Amway  Corporation,  Dick  DeVos 

BusinessWeek,  David  G  Ferm 

J.C.  Penney  Co.,  Inc.,  James  E.  Oeslerreicher 

Merrill  I.ynch  &  Co.,  Inc.,  Daniel  P  Tully 

The  iVIc(;ravv-Hiil  Companies,  Harold  McGraw  III 

Reicher  Capital  Management  Co.,  Jeffrey  P.  Reich 

United  Parcel  Service,  Kenl  NcKun 

Westinghouse  Electric  Corporation,  Michael  H  Jordan 

Vice  Chairman's  Circle 

Citibank.  John  S  Reed 

Eastman  Kodak  Company,  George  M  C  Fisher 
Fannie  Mae,  James  A  Johnson 
H.J.  Heinz  Company,  Anthony  J  F  O'Reilly 
Mobil  Corporation,  Lucio  A  Nolo 
Potomac  Electric  Power  Company, 

Edward  F,  Milchell 
Xerox  Corporation,  Paul  A  Allaire 


President's  Circle 

Alcoa,  Paul  O'  Neil 

Aristech  Chemical  Corporation,  Jiro  Kamimura 
AT&T,  Robert  E,  Allen 
CBS  Inc.,  Laurence  A.  Tisch 
Chrysler  Corporation,  R  J  Eaton 
Dorsar  Investment  Company,  Stephen  L.  Feinbf 
Exxon  Corporation,  Lee  Raymond 
GTE  Corporation,  Charles  R.  Lee 
Joseph  E.  Seagram  &  Sons,  Inc.,  Ekigar  Bronfm: 
Michael  T.  Rose  Companies,  Michael  T.  Rose 
National  Broadcasting  Company,  Robert  C  Wi 
Owl  Hollow  Enterprises,  Philip  E  Beekman 
Sunrise  Medical  Inc.,  Richard  H,  Chandler 
Wm.  Wrigley,  Jr.  Company,  William  Wrigley 
Woolworth  Corporation,  Roger  Farah 

Leadership  Circle 

Allstate  Insurance  Company,  Jerry  D.  Choate 
Ameritech,  Richard  C,  Notebaert 
Anheuser-Busch  Companies,  Inc. 

August  A.  Busch  III 
Apple  Computer,  Inc.,  Gilbert  F.  Amelio 
Applied  Materials,  James  C.  Morgan 
Avon  Products  Inc.,  James  E,  Preston 
Bristol-Myers  Squibb,  Charles  A.  Heimbold,  Jr. 
Champion  Enterprises,  Inc.,  Walter  R  Young 
CIGNA  Group  Insurance,  John  K.  Leonard 
Ford  Motor  Company,  Alexander  J.  Trotman 
Fortis  Benefits  Insurance  Company,  Robert  B.  Pi 
General  Electric  Company,  John  F.  Welch,  Jr. 
General  Motors  Corporation,  John  F  Smith,  Jrj 
GEICO,  Louis  Simpson 
Harvard  Pilgrim  Health  Care,  Manuel  M  Fei 
The  Hearst  Corporation,  Frank  A  Bennack,  Jr. 
Ingersoll-Rand  Company,  J.E  Perrella 
ITT  Hartford  Life  Insurance  Companies, 

Lowndes  A,  Smith 
Johnson  &  Johnson,  Ralph  Larsen 
Kellogg  Company,  Arnold  G.  Langbo 
Mallinckrodt  Medical,  Inc.,  Robert  G  Moussa 
Marriott  International,  Inc.,  J  W  Marriott.  Jr. 
New  York  Stock  F^xchange,  Richard  A.  Grasso 
Northrop  Grumman,  Kent  Kresa 
PPG  Industries,  Inc.,  Jerry  E  Dempsey 
Rockwell  International,  I3onald  R  Beall 
Sandoz  Pharmaceuticals  Corporation, 

Mark  Pulido 
Schering-Plough  Corporation,  Robert  P  Luciaj 
Shell  Oil  Company,  Philip  J,  Carroll 
Tenet  Healthcare  Corporation, 

Jeffrey  C  Barbakow 
Towers  Perrin,  John  T  Lynch 
United  Capital  Group,  Inc.,  JP  Mililli 
U.S.  Can  Company,  William  J.  Smith 
Warner-Lambert  Company,  Melvin  R.  Goodei 
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Council  Circle 

Advocate  Health  Care,  Stephen  L  Ummel 
Alcatel  Network  .Systems,  Inc.,  David  E  Orr 
Alex  Lee,  Inc.,  Boyd  L.  George 
Allegheny  Health,  F^ducation  &  Research 

Foundation,  Shenf  S.  Abdelhak 
Allegheny  Ludlum  Corp.,  R  P  Simmons 
Allianz  Life  Insurance  Company  of  North  An| 

Lowell  C  Anderson 
American  Brands,  Inc.,  Thomas  C  Hays 
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^ew  Competitive  Advantage 

ibility  and  BusinessWeek 
CEO  Council 


an  Home  Products  Corporation, 

R.  Stafford 

m  Physical  Therapy  Association, 

lyn  Moffal 

Inc.,  Gordon  M.  Binder 
icorporated,  William  J  Hudson 

Industries  International,  Vincent  J  Naimoli 
;n  Corporation,  Jerold  W  Wulf 
Danieh  Midland  Company, 
yne  O,  Andreas 

I  Public  Service  Co.,  O.  Mark  DeMichele 
Andersen  &  Co,  SC,  Lawrence  A.  Weinbach 
D.  Little,  Inc.,  Charles  R  LaMantia 

lion  of  Trial  Lawyers  of  America, 

;la  A.  Liapakis 

tVireless  Services,  Inc.,  Steve  Hooper 

'America,  Richard  M.  Rosenberg 

'  Boston,  Charles  K.  Gifford 

Properties  Corporation,  Alan  M  Leventhal 

ice  Haussmann,  Louis  B  Lloyd 

boratories.  Inc.,  William  R.  Cook 

:  Veatch,  PJ,  Adam 

OSS  and  Blue  Shield  of  Massachusetts,  Inc., 

am  Van  Faasen 

;ing  Company,  Frank  A  Shrontz 
Vorldviide,  Charles  Feebler 
tone/Firestone,  Inc.,  Masatoshi  Ono 

International  Inc.,  Ronald  A.  McDougall 

n  Union  Gas  Company,  Robert  B  Catell 

ick  Corporation,  Peter  N  Larson 

lia  Steel  Industries,  Inc., 

;us  Mota  e  Silva 

!X  Corporation,  James  A.  Mack 

Cities/ABC  Inc.,  Thomas  S  Murphy 

Schvvab  &  Co.,  Inc.,  Charles  R.  Schwab 
Manhattan  Bank,  Walter  V.  Shipley 
n  Corporation,  Kenneth  T  Derr 
r  Group,  Inc.,  Albert  R.  Gamper,  Jr. 
'OR  Inc.,  Lawrence  E.  Gloyd 
ca-Cola  Bottling  Group  (Southwest),  Inc., 
und  M.  Hoffman 

-Palmolive  Company,  Reuben  Mark 
;t  Corporation,  Ralph  J  Roberts 
mwealth  Land  Title  Insurance  Co., 

lert  Wender 

ter  Associates  International,  Inc., 

■les  B,  Wang 

Limited  Partnership,  William  F  Connell 
dated  Rail  Corporation,  David  LeVan 
se.  Inc.,  Gilbert  Ford 
ternational,  Charles  R  Shoemate 
'orporation,  Walter  J.  Zable 

International  Inc.,  Dennis  B.  Longmire 

&  Touche  LLP,  J.  Michael  Cook 
Kter  Corporation  Foundation,  Inc., 
rrahame  Walker 

!  Incorporated,  Robert  W.  Mahoney 

y  Corp.,  Donald  N.  Gray  g 

lod  Company,  Inc.,  David  H  Murdock  g 

on  Resources,  Inc.,  Thomas  E.  Capps  g 

>  Sugar  Corporation,  Ed  Makin  ^ 

immunications  Corporation, 

;s  L.  Donald  o 

n  &  Bradstreet  Corporation,  C 

;rt  E,  Weissman 

II  International  Inc.,  Charles  R  Perrin  2 
Inc.,  Fredenck  J.  Mancheski  (£ 

Inc.,  Allan  L.  Schuman  "2 
,  Inc.,  John  M.  Kucharski  g 
isurance  Companies,  Bruce  G  Kelley  q 


Ernst  &  Young  LLP,  Philip  A  Laskawy 
Fairland  Development  Corp.,  Maurice  H.  Berk 
First  Interstate  Bancorp,  William  E  B.  Siart 
Fisher  Scientific  International,  Inc., 

Paul  M-  Montrone 
Fleet  Financial  Group,  Terrence  Murray 
Forbes  Magazine,  Malcolm  S.  Forbes.  Jr. 
Frank  Russell  Company,  Michael  J.  Phillips 
Franklin/Templeton  Group  of  Funds, 

Charles  B,  Johnson 
Gannett  Broadcasting,  Cecil  L.  Walker 
Genentech,  Inc.,  Dr  Arthur  Levinson 
The  Gillette  Company,  Alfred  M  Zeien 
Glaxo  Wellcome  Inc.,  Robert  A  Ingram 
Golden  Rule  Insurance  Company,  John  M  Whelan 
The  Goodyear  Tire  &  Rubber  Company, 

Stanley  C  Gault 
Graybar  Electric,  Carl  L.  Hall 
Hasbro,  Inc.,  Alan  G  Hassenfeld 
Henry  Ford  Health  System,  Gail  L.  Warden 
Household  International,  William  F.  Aldinger 
The  Huntsman  Group,  Jon  M  Huntsman 
Illinois  Tool  Works,  Inc.,  John  D  Nichols 
IMC  Global,  Inc.,  Wendell  K  Bucche 
Invacare  Corporation,  A  Malachi  Mixon  111 
Ithaca  Industries,  Inc.,  Jim  D  Waller 
J.P.  Morgan  &  Company,  Inc., 

Douglas  A. Warner  111 
John  Hancock  Financial  Services,  Stephen  L.  Brown 
Johnson  &  Higgins,  David  A  Olsen 
Johnson  Publishing  Company,  Inc., 

John  H. Johnson 
The  Jordan  Company,  John  W  Jordan  II 
Keebler  Company,  Brian  Chadbourne 
Kemper  National  Insurance  Companies, 

Alfred  K.  Kenyon 
KeyCorp,  Robert  Gillespie. 
Kmart,  Floyd  Hall 
Knight-Ridder  Inc.,  James  K  Batten 


For  more  information  on 
how  you  can  gain  a  new 
competitive  advantage  by 
becoming  a  CEO  Council 
member,  contact: 

Martin  T.  Walsh, 
CEO  Council  Director,  N.O.D. 
910  16th  Street  NW 
Washington,  DC  20006 

Tel  202-293-1944 
Fax  202-293-7999 

TTD  202-293-5968 

NATIONAL 
ORGANIZATION  ON 

DD0ABILITY 


Landstar  System  Inc.,  Jeffrey  C  Crowe 

Marsh  &  McLennan  Companies  Inc.,  J  C  Smith 

Matsushita  Electric  Corporation  of  America, 

Richard  Kraft 
The  May  Department  Stores  Company, 

David  C.  Farrell 
McLane  Company,  Inc.,  Grady  Rosier 
The  MetroHealth  .System,  Terry  R  While 
MidAmerican  Energy  Company, 

Stanley  J.  Bnghl 
Motion  Picture  Association  of  America,  Jack  Valenii 
Motorola  Inc.,  Gary  Tooker 
Multifoods,  Anthony  Luiso 
Nash  Finch  Company,  Al  Flaten 
NationsBank  Corporation,  Hugh  L.  McColl,  Jr. 
NEC  America,  Inc.,  Mineo  Sugiyama 
Nellcor  Puritan  Bennet,  C  Raymond  Larkin,  Jr. 
The  New  York  Times  Company, 

Arthur  Ochs  Sulzberger 
Nordson  Corporation,  W  P  Madar 
Northern  States  Power  Company, 

James  J.  Howard  III 
Novell,  Inc.,  Robert  J.  Frankenberg 
Olin  Corporation,  Donald  W  Griffin 
Oshman's  Sporting  Goods,  Inc., 

Alvin  N  Lubetkin 
The  Perkin-Elmer  Corp.,  Tony  L  White 
Pitney  Bowes  Inc.,  George  B.  Harvey 
PolyGram  Holding  Inc.,  Eric  Kronfeld 
Price  Waterhouse  LLP,  James  J  Schiro 
The  Prudential  Insurance  Company  of  America, 

Arthur  Ryan 
The  Reader's  Digest  Association,  Inc., 

James  P  Schadi 
Reebok  International  Ltd.,  Paul  Fireman 
Republic  New  York  Corporation,  Walter  H  Weiner 
The  Riggs  National  Bank  of  Washington  DC, 

Joe  L  Allbritton 
Ringier  America,  Inc.,  Edward  C.  Nytko 
RJR  Nabisco,  Inc.,  Steven  Goldstone 
The  Rockefeller  (Jroup,  L  L  Marlantes 
.Safeway  Inc.,  Peter  A.  Magowan 
.Sea-Land  Service,  Inc.,  John  Clancey 
SERD/BTS,  Mercedese  M.  Miller 
SniithKline  Beecham,  Jan  Leschly 
Sony  Electronics  Inc.,  Carl  J  Yankowski 
Sprint,  William  T  Esrey 
State  Farm  Insurance  Companies, 

Edward  B.  Rust,  Jr 
Stati.stica  Inc.,  Jerry  L  Ashworth,  Sr. 
Steelcase  Inc.,  James  Hackett 
Tambrands  Inc.,  Edward  T  Fogarty 
Teepak,  Inc.,  James  E.  Hemiesdorf 
Transamerica  Occidental  Life  Insurance  Company, 

Thomas  J.  Cusack 
Tribune  Broadcasting  Co.,  James  C  Dowdle 
ULLICO,  Inc.,  Robert  A  Georgine 
UNUM  Corporation,  James  F.  Orr,  111 
United  Technologies,  George  David 
USF&G  Insurance,  Norman  P  Blake,  Jr. 
UST  Inc.,  Vincent  A.  Gierer 
US  West,  Inc.,  Richard  D  McCormick 
W.R.  Grace  &  Co.,  Albert  J  Costello 
Washington  National  Insurance  Company, 

Robert  Patin 
Wells  Rich  Greene  BDDP,  Frank  Assumma 
Western  Publishing  Group,  Inc., 

Richard  A  Bernstein 
Whirlpool  Corporation,  David  R  Whitwam 
Wyse  Technology  Inc.,  Douglas  Chance 


Information  Processing 


COMPUTERS 


SUDDENLY,  IT'S 
TRICE.  PRICE.  PRICE' 

As  laptops  go  mainstream,  everyone  wants  in 


For  the  past  few  years,  the  laptop 
computer  business  has  been  the 
choicest  place  in  the  PC  industry. 
Margins  were  hefty  even  if  gi'owth  was 
slower  than  in  desktops.  The  difficulty 
of  engineering  lightweight  machines 
kept  competition  tame.  In  other  words, 
it  was  Fat  City  for  a  tried-and-true 
threesome  that  dominated  the  busi- 
ness— Toshiba,  Compaq,  and  IBM. 

This  year,  all  that  is  changing.  Small- 
business  and  home-PC  buyer.s — whose 
piu'chases  have  lifted  the  desktop  mar- 
ket for  the  past  four'  years — are  now 
snapping  up  laptops.  Larger  businesses 
that  once  bought  laptops  only  for  trav- 
eling workers  are  buying  portables  in 
place  of  desktops.  New  players,  includ- 
ing Japanese  giants  Hitachi  Ltd.  and 
Fujitsu  Ltd.,  are  jumping  in,  and  prices 
ai'e  di'opping. 

"SOLE  MACHINE."  On  Jiuie  4,  the  ah-eady 
volatile  market  got  another  jolt:  NEC 
Corp.  announced  that  it  will  merge  its 
inteiTiational  PC  operations  with  Packai'd 
Bell  Electronics  Inc.,  producing  a  laptop 
giant.  The  combination  of  NEC's  Versa 


line  and  laptops  made  by  Packard  Bell's 
Zenith  Data  Systems  unit  should  grab 
second  place  in  world  sales  from  Com- 
paq this  quarter,  according  to  Intel-na- 
tional Data  Corp. 

NEC's  timing  is  impeccable.  Analysts 
say  worldwide  laptop  sales  should  gi'ow 
28%  this  year,  to  1L5  million  units — 
twice  the  gi-owth  rate  in  desktop  pes. 
Giga  Information  Group  estimates  that 
portables  will  account  for  35%  of  PCs 
sold  by  2000,  up  from  about  26%  tliis 
year.  "The  notebook  used  to  be  a  com- 
plementary product,"  says  Steve  Lair-, 
vice-president  of  mar*keting  and  sales 
for-  portables  at  Texas  Instruments  Inc. 
"Now,  it's  the  sole  machine." 

The  dowTiside  of  having  laptops  go 
mainstr-eam,  though,  is  that  the  busi- 
ness will  look  mor-e  like  the  desktop 
market:  crowded,  cutthr-oat,  and  less 
profitable.  While  laptops  still  re- 
quir-e  mor-e  engineer-ing  than 
desktops,  building  them  is  now 
less  of  a  black  art.  There's  an 
expanding  supply  of  off-the-shelf 
components  from  Japan  and  Ko- 


COMPUTING  TO  Gi 

At  PG&E,  laptop 
replace  desktops] 

rea.    And  low- 
Taiwanese  factoj 
stand  r-eady  to  crj 
out  whatever  J.1 
nese   and  Wes 
computer  compa] 
di-eam  up.  Chipmj 
Intel  Corp.  is  hel 
too.  It  sells  chip 
that  make  desi; 
Pentium  ports 
easier.  Next  yei 
plans  chip  modj 
that  will  make  it 
sible    to  move 
more  power-ful 
essors  without 
designing  the  e 
laptop. 

It  all  adds  up 
faster,  less  forg 
mar-ket.  In  the 
if  IBM  or-  Compaq  or  Apple  bobbl 
notebook  intr-oduction  or  couldn't 
dealers  supplied,  the  company  migh 
behind  for  a  few  months  hut  could  ( 
on  quickly  regaining  share.  Now, 
such  insiu-gents  as  Ti,  AST,  and  He 
Packar-d  i-eady  to  pick  up  the  slaci 
player-s  can't  afford  to  fumble. 

Nor  can  they  affor-d  to  set 
pr-ices.  In  the  past  six  months, 
have  been  falling  by  3%  to  5%  a 
according  to  Ti's  Lair-.  Mar-gin  pr-e 
prompted  Epson  Amer-ica  Inc.  b 
and  convinced  Digital  Equipment 
to  stick  to  a  corporate  niche.  An; 
say  marg-ins  in  the  cr-owded  mi(hin 
(units  selling  for-  $2,000  to  $4,000)  s 
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dr-op,  fi-om  around  25%  to  near  20^ 
will  be  price,  price,  price"  for  the 
of  the  mar-ket,  says  Dataquest  n 
computer-  analyst  Michael  McGuin 
Tl  star-ted  this  price  war,  and 
Hitachi  is  joining  in.  Using  lapto 
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,s  comeback  into  the  U.  S.  PC  mar- 
,  vows  to  keep  prices  10%  below 
of  laptop  leader  Toshiba.  "We  need 
in  the  top  three"  within  four 
says  David  Hancock,  president 
achi  PC  Coi-p.  To  help,  Hitachi  has 
i  $30  milhon  to  promote  its  ma- 
.  Ti  has  an  even  more  ambitious 
\fter  two  years  of  grabbing  share 
low-priced  models,  the  company 
wind  up  "on  the  cusp  of  third"  in 
;his  year,  says  Lair, 
er  this  month,  Fujitsu,  Japan's 
computer  maker,  will  also  reen- 
le  U.  S.  It  has  three  notebook 
-Monte  Carlo,  Milan,  and  Mon- 
-and  says  it  vdll  spend  $21  mil- 
)  promote  them.  Its  goal:  55,000 
les  by  Dec.  31  and  a  shot  at  gi'ab- 
%  of  the  market 
se  years, 
ler  laptop  con- 
's include  Hew- 
ickard  and  Dell 
uter  Corp.  hp 
luperior  logistics 
alt  into  the  top 


UJITSU  MILAN: 

oi!m-  ruii  at  the 
).  market 


six  of  desktop  PC  sup- 
pliers. Now,  its  stated 
goal  is  to  be  in  the  top 
five  in  notebooks  by 
2000.  "Privately,  we're 
more  ambitious,"  says 
Frank  L.  Cloutier,  gen- 
eral manager  of  the 
mobile  computing  divi- 
sion. Dell  reentered  the 
notebook  business  in 
1995,  after  a  tliree-yeai' 


A  Volatile  Market 


U.S.  portable-PC  market  shares 

1Q'96          10 '95 

1  TOSHIBA 

25.7% 

19.3% 

2  COMPAQ 

9.1 

11.7 

3  IBM 

8.2 

13.0 

4TI 

8.0 

2.6 

5  NEC 

6.3 

4.7 

6  APPLE 

4.8 

8.4 

7  DELL 

4.4 

3.4 

DATA;  INTERNATIONAL  DATA  CORP. 

the  shortages  that 
helped  drive  its  mar- 
ket share  from  13% 
in  the  first  quarter  of 
last  year  to  8.2%  this 
year.  IBM's  new  line, 
which  includes  a  "thin- 
wide"  design  only  1.2 
in.  thick,  has  a  lavish 
$45  million  promotion 
budget. 

Compaq  also  is  in 


hiatus. 

sales  are  nmning  at  a  7  DELL  4.4  3.4  ter  share  is  9.4%,  down 
$700   million   annual            data ■iNTERNATioNAL  data  corp. from  12.2%  last  year, 

rate,  partly  because  it  Starting  on  June  17,  it 

filled  orders  when  ibm,  Compaq,  or     will  replace  the  entire  lte  5000  and 


AST'S  ASCENTIA  J 
ERIES:  Taking  share 
vm  market  leaders 


LATITUDE  LM 

>Ms  ha  ve 
a  popular 


miNKPAD  560; 

'  thin  will 
le  to  be  in 


Toshiba  could  not. 

These  days,  PC  leaders  dare  not  skip 
the  laptop  business.  Indeed, 
they're  rushing  to  meet  the 
needs  of  corporations  that 
want  laptops  that  do  desktop 
duty,  too.  Such  customers  as 
Pacific  Gas  &  Electric  Co. 
and  Wells  Fargo  &  Co.  al- 
ready spend  more  on  laptops 
than  on  desktop  PCs.  "People 
are  deciding  not  to  upgi'ade 
theii"  desktop  and  instead  are 
going  to  a  laptop,"  says  John 
Danielson,  pg&e's  vice-presi- 
dent for  computer  and  tele- 
com services.  So  laptops  are 
gaining  built-in  network  connec- 
tions, big  screens,  and  other  fea- 
tures, such  as  CD-ROMS.  By  yearend, 
some  will  have  two  gigabytes  of  stor- 
age and  screens  that  are  the  equiva- 
lent of  a  15-in.  monitor. 
'THIN-WIDE."  IBM,  a  top  suppher  of  cor- 
porate computers,  is  scrambling  to 
restart  its  notebook  business.  Instead 
of  emphasizing  pricey  models  with  ex- 
otic technologies,  "we  are  putting  a  lot 
of  effort  into  getting  very  competitive 
in  the  $2,000  to  $4,000  range,"  says  ibm 
Vice-President  Per  Larson.  It's  also  us- 
ing more  off-the-shelf  parts  to  prevent 


Contura  lines  with  a  dozen  new  ma- 
chines. The  fii"st  will  be  a  midprice  line 
that  includes  an  ultrathin  design.  Pait  of 
Compaq's  plan  is  to  use  massive  manu- 
facturing capacity  as  a  competitive  edge. 
Already,  Compaq  beat  ibm  and  hp  to  a 
1,900-unit  order  from  Eli  Lilly  &  Co. 
by  guaranteeing  delivery  when  the  ri- 
vals couldn't. 

Apple  Computer  Inc.,  the  leader  back 
in  1993,  has  dropped  to  sixth  place,  and 
it  won't  have  the  new  products  it  needs 
to  stage  a  comeback  this  year  "If  we 
hold  steady,  that'll  be  good,"  concedes 
Steve  Andler,  Apple's  Powerbook  mar- 
keting chief. 

That  leaves  Toshiba  the  untarnished 
leader  in  laptops.  Last  year,  by  enlisting 
retail  chains  such  as  Best  Buy,  it  saw  its 
market  share  jump  by  a  third,  to  more 
than  25%.  This  year,  Toshiba  is  aiming 
at  35%  gi'owth.  One  new  tack  is  to  add 
desktop  machines  so  it  can  sell  to  cor- 
porations that  want  both  from  one 
soui'ce.  That  may  be  necessaiy  now.  But 
at  the  rate  that  laptops  are  evolving, 
such  hairsplitting  distinctions  may  soon 
be  passe. 

By  Gary  McWilliams  in  Hoiiston, 
with  Peter  Burrows  in  San  Mateo, 
Larry  Armstrong  in  Los  Angeles,  and 
Stephen  H.  Wildstrom  in  Washington 


A  Summer  Sampler 


MODEL 

PROCESSOR* 

DISPUY 

HARD  DRIVE 

CD-ROM 

PRICE** 

DELL  Latitude  LM 

100  MHz 

11.3" 

dstn 

540  MB 

4X 

$2,799 

133  MHz 

12.1" 

tft 

540  MB 

4X 

3,499 

FUJITSU  Monte  Carlo 

100  MHz 

11.3" 

dstn 

810  MB 

6X 

3,259 

HITACHI  M  Series 

90  MHz 

11.3" 

dstn 

720  MB 

4X 

2,499 

IBM  ThinkPad  365E 

100  MHz 

10.4" 

dstn 

540  MB 

NA 

1,999 

TEXAS  INSTRUMENTS  Extensa  570 

100  MHz 

11.3" 

dstn 

810  MB 

6X 

2,999 

TOSHIBA  Satellite  410  CDT 

90  MHz 

11.3" 

tft 

810  MB 

4X 

3,399 

*AII  ate  Pentium  except  IBM  (5x86c) 

dstn  =  Dual-scan  twisted 

nematic; 

passive  matrix 

**Estimated  street  prices  for  base  models  with  8  MB  of  RAM.  tft=Thin-film  transistor;  active  matrix 

DATA:  COMPANY  REPORTS 
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Btured  Speakers: 


M 


ida  A.  Hallman 

'  President  of  Information 
terns  and  CIO, 
Pont  Company 


Don  Tapscott 

Author  of  the  nm'  bestseller 

'THE  DIGITAL  ECONOMY:  Promise  and  Peril 

in  the  Age  of  Networked  Intelligence" 


In  partnership  with: 

>41icro>4ge 

INFOSYSTEMS  SERVICES 


Smartsourcing:  Impact  and  Implementation' 

lune  25th  and  26th.  McGraw-Hill  Headquarters,  New  Yerk,  NY. 


in  outsourcing  your  company's  IT  systems  improve  your  bottom  line?  Find  out  how  your 
ly  can  prosper  by  doing  more  of  what  it  does  best. 

n  Business  Week  and  some  of  America's  most  successful  industry  leaders  for  "Smartsourcing: 
and  Implementation."  This  interactive  gathering  will  focus  on  effective  insourcing  and 
cing  strategies  for  businesses,  with  a  particular  emphasis  on  information  technology, 
/ou're  a  CIO,  CFO,  SVP  of  Technology,  or  IT  strategist  and  decision  maker,  you  won't  want 
this  strategic  industry  event. 


for  "Smartsourcing:  Impact  and  Implementation,"  call 
n84,  e-mail:  bwepinfo@aol.com,  fax  your  response  to 
)281,  or  mail  this  registration  form  to: 
snna,  Business  Week  Executive  Programs, 
ue  of  the  Americas,  36th  floor.  New  York,  Wi'  10020-10% 


Bill  my;   American  Express 

 MasterCard 

 Visa 

payable  to  Business  Week  Executive  Programs. 


:losed 
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/\\M  \L  Rh\  EM  E 
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Beyond  news.  Intelligence. 


McGraw-Hill  ComDanies.  Inc. 


Business  Week 


Government 


MANAGERS 


A  MELLOWER 
MICKEY  KANTOR? 

At  Commerce,  he'll  have  to  ditch  the  tough  trade  talk 


For  thi-ee  years,  whenever  Mickey 
Kantor  met  with  Japanese  officials, 
they  would  brace  for  trouble  fi'om 
the  combative  U.  S.  Ti-ade  Repre- 
sentative. But  on  his  latest  visit  to  Tokyo 
in  April,  Kantor  stmck  a  different  tone. 
Now  Commerce  Secretaiy,  he  toiu'ed  a 
show  of  U.  S.  medical  equipment  and  was 
all  smiles  as  he  steered  hospital  director 
Dr.  Shigeaki  Hinohara  toward  Polai'oid 
Coip.'s  $200,000  Helios  Laser  Imager. 

As  Nippon  Polaroid's  president  ex- 
plained the  machine,  which  makes  copies 
of  X-rays  and  cat  scans,  Kantor  pep- 
pered him  with  cues:  "There  are  2,600 
shades  of  gi"ay,  aren't  there?  It's  easier,  is 
it  not,  to  transmit  because  it's  digital?"  It 
was  a  textbook  sales  technique — and 
Hinohara  was  so  charmed  that  he  ac- 
companied Kantor  for  a  full  houi'  instead 
of  a  planned  15  minutes.  "He  really 
wants  to  give  some  sei-vice,  not  just  sell 
the  machine,"  gushed  Hinohara. 

Kantor  leaves  little  doubt  these  days 
that  he  has  exchanged  his  trade  waiiior's 
aiTnor  for  the  natty  attu'e  of  a  su- 
persalesman  foi'  U.  S.  business.  But 
the  new  duds  may  be  an  uneasy  fit 
for  the  56-yeHr-old  Nashville  native, 
a  tough  negotiator  who  spai-ked  fi-e- 
quent  dustups  in  his  zeal  to  open 
foreign  markets  for  U.  S.  goods. 

Perhaps  his  biggest  challenge  is 
following  in  the  footsteps  of  the  late 
Commerce  Secretary  Ronald  H. 
Brovun,  who  died  in  an  Apr.  8  plane 


( JEOs  for  transfoiTning  Commerce  fi'om  a 
backwater  agency  to  a  tiu'bocharged  ex- 
port-promotion machine.  But  Kantor 
lacks  Brown's  natiu'al  chann.  Moreover, 
some  foreign  officials  still  resent  his  abra- 
sive style  at  ustr.  "Mickey  has  some  re- 
pair- work  to  do  if  he  is  going  to  be  the 
bridge  builder  Ron  Brown  was,"  says 
one  Administration  insider 
QUICK  STUDY.  The  new  Commerce 
cliief — a  top  political  confidant  of  Presi- 
dent Clinton — brings  his  own  set  of  skills 
to  the  job,  however.  He  already  knows 
trade  policy  intimately.  He  also  has  close 
ties  to  execs,  who  applaud  his  work  in 
wT'apping  up  a  liistoric  1993  global  trade 
agi'eement  and  helping  to  cement  con- 
gr-essional  support  for  the  Mexican  trade 
pact.  "Mickey  Kantor  is  a  person  who 
gets  the  job  done — no  matter  what  the 
job,"  says  Westinghouse  Electric  Co. 
Chaimian  Michael  H.  Jordan. 

Although  he  ran  a  staff  of  just  160  at 


NEW  THINKING:  Kantor  is  more  w 
tlia  ii  Ron  Brown  to  shrink  Comn 


department.  He  must,  if  he  is  b 
off  efforts  by  Republican  budget  1 
on  Capitol  Hill  to  kill  the  Cabinet 

Kantor  is  not,  however,  foil 
Brown's  strategy  of  resisting  am 
posal  to  shrink  Commerce.  Instead 
downsizing  modestly  to  deftise  c 
Kantor  vows  to  trim  5%  from  the  \ 
by  yearend  and  has  dir'ected  that 
merce  trim  travel  and  kill  two  i 
tions  for  every  one  it  creates.  "It's 
be  necessary  or  you  shouldn't  ( 
Kantor  says.  Nevertheless,  he  stai  ffk 
opposes  the  gop  drive  to  merge 
and  Commer-ee  because  of  the  po' 
for  conflicts  of  interest  between  a 
tary  wooing  a  foreign  governme 
deals  and  a  ustr  pi'essing  that 
goverTiment  for  gi'eater  market  a( 
Kantor's  top-down  managemem 
and  attempts  to  preempt  Repu 


ieespe 


the  trade  office,  Kantor  is  provmg  a 
quick  study  at  his  new  35,000-employee  I  with  his  own  planned  cuts  have 

some  at  Commei'ce.  "Ron 

KANTOR'S  COMMERCE  AGENDA 


•Promote  U.S.  exports  and  foreign  deals 

•  Use  the  department's  broad  mandate  as  a 
platform  to  trumpet  President  Clinton's 
economic  record 

•Defend  Commerce  against  GOP  budget 
hawks  who  want  the  department  axed  even 


was  a  Ronald  Reagan  del 
who  endoi'sed  initiatives  th£ 
bled  up  fi'om  below,"  says  a 
Administration  official.  "MickBujrjj 
mici'omanager  with  a  shor 
who  nms  the  department  thr 
clutch  of  tioisted  aides."  Com 
Commer-ce  staffer:  "He's  ve 
manding.  It's  been  a  real 


 ,  „.  ,  J  ^  XX  .  for  some  people. 

crash  during  a  ti-ade  mission  to    „^?_!l^['_^?L^'!^L'^AAl_L?il    Still,  many  at  Commerce 

•Preserve  advanced-technology  programs 


Bosnia  and  Croatia.  Brown,  a  close 
friend  of  Kantor's,  won  kudos  from 


lieved  to  be  led  by  another  l 
istration  heavyweight — Kant 


Sis  were 
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A  fund  that  outperformed  the  S&P  500 
by  93%  over  the  past  12  months. 


TCW/DW  Small  Cap  Growth  Fund 

One  Year  Total  Return  +66.76%} 

Graph  of  hypothetical  $10,000  investment 


you  matched  the  S&P  500's 
J%  return  for  the  12  months 
;d  March  31, 1996,  you  did 
,  If  you  invested  in  the 
I/BW  SmaU  Cap  Growth 
i,  you  did  much  better.  With 
urn  of  66.76%! 


515,000 


$12,500 


$I0,00» 


over  5  million  investor  accounts 
have  found  a  home  at  Dean  Witter 

Remember,  past  performance 
cannot  guarantee  future  results. 
lyear  +61.76%  ufc  of  Fund  +22.63%  You  may  have  a  loss  or  gain  when 

you  sell  your  shares. 


Annual  Tutiil  Returns  (as  of  3/31/96) 


it  Dean  Witter  offers  more 
just  great  numbers.  We  have 
iwork  of  over  8,500  Account  Executives,  each 
the  experience  to  give  you  the  investment 
:e  that's  right  for  your  individual  goals.  It's  why 


And  a  mountain  of 
evidence  to  prove  it. 


Call  Dean  Witter  today  for 
more  information  on  these  and 


other  impressive 
numbers.  And  for 
the  office  nearest  you. 


1-800-THE-DEAN 


We  Measure  Success  One  Investor  At  A  Time 


iff 


DEAN  WITTER 


)r  our  tree  brochure  and  prospectus,  wtiicti  contain  complete  information  on  risks,  ctiarges  and  expenses.  Read  ttie  prospectus  carefully  before 
ivest  or  send  money. 

standard  &  Poor's  500  Stock  Index  is  an  unmanaged  index  of  500  common  stocks  and  is  a  generally  accepted  measure  of  stock  market  perfor- 
e.Ttie  graph  above  illustrates  the  growth  of  $10,000  since  the  fund's  inception  on  August  2,  1993,  through  March  31,  1996.  Dividends  and 
il  gams  were  reinvested  at  net  asset  value,  assuming  no  redemption,  A  contingent  deferred  sales  charge  (CDSC),  which  declines  from 
the  first  year  to  zero  after  six  years,  applies  only  upon  the  sale  of  fund  shares.  Investment  return  and  principal  will  fluctuate  so  that  your 
s,  when  redeemed,  may  be  worth  more  or  less  than  their  original  purchase  price.  Past  performance  is  no  guarantee  of  future  results. 

u  sold  your  shares  after  one  year,  your  return  would  have  been  +61.76%  after  the  CDSC  is  taken  into  account  (SEC  standardized 
i),  outperforming  the  S&P  500  by  93%.  However,  if  you  held  your  shares,  your  return  would  have  been  +66.76%,  more  than  double  that 
S&P  500. 

standardized  returns  assume  you  sold  your  shares  at  the  end  of  each  reporting  period.  A  sales  charge,  which  applies  only  if  the  shares 
sold  within  six  years  of  their  purchase,  is  reflected  in  these  returns. 

ing  in  lesser  known,  small-capitalization  companies  may  involve  greater  risk  of  volatility  in  the  fund's  net  asset  value  than  is  customarily 
iated  with  larger,  more  established  companies.  ©1996  Dean  venter  Distributors  Jnc 


FOR  AD  RATES  AND  INFDRMATIGN 

PHONE:  (312)  464-0500 
FAX:  (312)  464-0512  OR  WRITE: 


BusinessWeek 


Marketplace 


BUSINESS  WEEK  MARKETPLACE         i  *^ 
500  NORTH  MICHIGAN  AVENUE.  SUITE  201C  < 
CHICAGO,  IL  60611  A 


Business  Opportunities 


CONSULTANTS/TRAINERS 


International  firm  expanding  in 
US  needs  independent  consultants 
and  trainers  to  represent  our 
company.  We  offer  some  of  the 
finest  human  resource  development 
programs  available  today.  Very 
high  income  potential.  Extensive 
training  and  support.  Management, 
marketing,  or  consulting  experience 
helpful.  Send  resume  or  brief 
personal  history  to: 

RESOURCE  ASSOCIATES 
CORPORATION 

D.L.  Engle, 
VP  Development 
Dept.  WB66 
100  Rachel  Blvd.,  #150-E 
Reading,  PA  19607 
(800)  799-6227  Ext.  12 
Fax:  (610)  856-5918 


CONSULTANTS  WANTED! 


For  the  explosive  growth  in  ISO  9000 
We  train  you  to  run  your  own  practice. 

Management  experience  required 
Executive  income,  Professional  career 
Strider  International 
1-800-891-6629 


INCORPORATION 


•  FREE  Infomiation 

•  All  50  States  and  Offshore 

•  Reliable  Service  and  Low  Prices 
Corporate  Crp:ations® 
800-672-9110  •  305-672-0686 
http://www.corpi.reatii)ns.coiTi/cc/ 


TRADEMARK 


How  to 
properly  slice 
a  bagel. 

And  other  things  to  know 
before  opening  a  bagel  shop. 
Our  Total  Success  Program 
is  your  guarantee  for  a 

successful  bagel  business. 
Call  for  info  and  free  video: 

1  800-878-4070  Dept.  b 

Empire  £ 

BakEty  Equipment  Inc 


$80  For  Two  Aspirin? 


Over  90%  of  all  hospital, 
medical  and  health  insurance 
connpany  bills  contain  substan- 
tial mistakes.  Recover  over- 
charges for  patients  and  make 
half  as  your  fee.  Clients  are 
everywhere.  Make  a  substantial 
doctor's  income  in  the  perfect 
home  based  business.  Affiliates 
being  established  nationwide. 
$10,000  investment  required. 
Call  Medical  Recovery  Service, 
Inc.,  for  full  information. 
(800)  700-7089  or  (702)  471  -1 280. 


$450,000  This  Year 
From  Home 


Break  free  New  ground  floor 
opportunity  yields  $10K  (500%  ROIi 

in  4-6  weeks,  six  figure  income  for 
'96,  No  travel,  no  meetings,  no  MLM 
Call  1-800-432-0018  Ext.  2776 
today  for  free  2  minute  message. 
Freedom  Associates 


Education/Instruction 


Accredited  MBA  and  MS  Degrees 

SiikK  W  illi  pidtcs.sionals  from  the-  UnilctI  .Suites  .ind  .iroLind  the 
^IoIk-  Villi  (.111  Willi  ISIM's  inlcr:Kti\e.  (inline  ilassiiioiii 

ISI.Vl  oltris 


An  advanced  degree  program 
named  #1  by  the  U.S.  Distance 
Learning  Association 

No  residency  requirement 


The  flexibility  of  guided, 
seH-paced  study  programs 

Credit  transfers 

A  worldwide  student  body 


IVvsl  <)l  all.  yau  tan  tompk'le  an  ISIM  degree  in  a.s  little  as  IS 
ini mills  with  an  avt-raj^c-  ot  10  luiiirs  a  week  in  study  time 

Visu  ISI.\!  im  iIk-  Inu-rnet 

iri'i  p  , .  w\vw(;as(  ;  (,<     ii  ri«  ividi-rs,  i.si.m  ii  r.vii. 


(,,sii  ISI,\I  ,M  l-M(l(l-  I  il  ISIM 
'  Ik  -ilH  -ii  V  liJ  I 
i  'W   -((l-l-.-i.-ifi-l  I  41 


Cl  INTAI  I  ISIM  Vl.A  t.M,,\ll 

,M),MIN''i'ISIM  (.<  ).M 


Sill  Si. I  III  (,11111111   SiHll  I,  RiiDM  '.sd        DiNVI-K,  C;<.)l,(  ilWI  «  > 


Franchising 


your  business! 

Call  for  information  about 
"Franchise  Your  Business"  seminars 
scheduled  throughout  the  country,  or 
information  on  franchising. 

Ffancorp* 

Speclallala  In  Franchise  Development 

1-800-FRANCHISE 

(1-800-372-6244)  Bw 


CUSTOM  STORAGE  SYSTEMS 

Closei '  Oarage  •  Home  Office  •  Enlenainmenl  Center 

No  1  rated  m  USA  Large  ejclusiveterrilories 
Complete  training  &  on-going  support 


Call  David  Lou>.  VP 
(310)  M6-7000    FA.X  (310)  518-2676 


Catalogs/Marketing 


Get  Yoltr  Products 
into  miluons  of  iviail 

ORDER  catalogs! 
We're  a  commissioned  manufacturer's 
rep  firm  specializing  in  selling  to  this 
growing  market.  Please  call; 
Direct  to  Catalog,  Lie. 
6600  CoEFman  Farms  Road 
Keedysville,  MD  21756 
301/432-4410 


Business  Services 


Business  & 
Computer  Chec 

Save  30-50S^ 


ilii 


starting  at 


'19 


95 


-56 


f 

Buy  direct  from  the  manufactipt.^  

Call  for  a  free  brochure 
and  fax  ordering  inslructiolW  ;  

1-800-239-40 


RESEARCH  REPO 


I  20,000  ACADEMIC  TOPICS  AVAILiE™'^ 

I  Send  $2  lor  the  280  page  catali, 

I  Cuslom-wntlen  reports  also  availh. 

:  RESEARCH  ASSISTANCE 

'  11322  liJaho  Ave  ,  #206BF 

I  Us  Angeles.  CA  90025 
I  TOLL  FREE  HOTLINE:  800-35i 

or  310-477-8226 


i(7B, 

mew. 


Investment  ServicGjii»,, 


BATTERIES  DIGE^ 
MONTHLY  NEWSLET 


$79.00/Year 
Battery  News  for  Business  1 
Teksym  Corporation| 
1261  Town  Line  Rd 
Maple  Plain,  MN  55351 
Phone  612-479-6190  •  Fax  612-41 
e-mail  teksym@aol.con 


pile 
vmm 


311 
'Pto 


Education/Instruction 


Teach  Yourself  Anything  Withi 


The  Ultimate  Lesson 

Learn  the  skills  used  by  the  world's 
most  successful  people'  Master  any 
subiect  on  your  own  with  this  10  Point 
Guide  to  self-learning  $14  95  +  S&H. 

1-800-555-1439 

http://www-self  learn, com 


Earn 
Your 
College 
Degree 
At 

Home 


•ACCREDITEDBS„MS,SMBA 
•  Business  Administration,  Finance, 

Accounting,  MIS,  Health  Caie  Admin 

Envifonmenlal  Science  Psychology, 

and  Cnminal 

Justice 

Approved  by 

maior  companies  i 

Free  catalog:  ' 

t-800-767'CHAD 


MBA  BY  Distance  Lemming 

Maioi  Biilish  university  otfeis  accredited  MBA,  no 
Bachelor's  or  GMAT  needed  Chosen  by  Economist 
Intelligence  Unit  as  one  of  world's  best  MBA  programs 

HERIOT-WAH  UtJIVERSITY  I  (800)  MBA-0707 
North  American  Distributoi  I       Ask  lor  ext  20 
6921  Stockton  St,  Suite  2,  El  Cemlo,  CA  94530 
For  Immediate  FaxBack  literature:  from  your 
tax  machine's  ptione,  call  (510)  486-8900. 


INVEST  IN  YO 


Your  VALUE  Is  What  You  Kncfernatio 
Approved  BS's  and  Masters  in  BusinT 
Engineenng  Ttirougli  Distance  L^eal  , 

CNU 


Pf  Cards 


16909  Panhenia  Slreel.  North  Hills,  C/| 
For  Catalog  Call  1-800-782-1 
Web  Site:  http:  //www.cnuasi 


FREE  VIDE 


EXTERNAL  DEGRli*tir,C 

BA/BS  MS/MBA  PhD/. 
I  Credil  lor  work  /life  exp  •  Acc 
(800)  444-8569  (24  hn 

LaSalle  Univers 

I  Dept.  569  Mandeville,  LA  7041 


University  Degi 


Approved  Self  Paced  Home 
Associate  Bactielors  Masters 

Emptiasis  in:  Business  Admin,  Publ 
Healtti  Care  Admin,  Human  Re 
Finance,  Int'l  Business,  Tecti  Mg 
Paralegal.  Psychology,  Computer 
1-800/477-2254  (24  hn 
Southern  California  Univ 
for  Professional  Studi 


1 840  E,  1 7  St-BW,  Santa  Ana,  C|     s,^,  " 


FOR  AD  RATES  AND  INFORMATION 

PHONE:  (312)  464-0500 
FAX:  (312)  464-0512  OR  WRITE: 


BusinessWeek 


Marketplace 


BUSINESS  WEEK  MARKETPLACE 
500  NORTH  MICHIGAN  AVENUE,  SUITE  2010 
CHICAGO,  IL  60611 


tntemational  Maiketing 


lART  Bl)$INE$$..CHINA 

erhouse  of  advice  on  doing  business  with  the  Chinese.  Praised  in  the 
York  Times  and  hitemational  Herald  Tribune,  this  one  hour  audio 
!tle  is  like  having  your  own  market  advisor  whispering  in  your  ear. 
Programs  also  on  Japan. .Germany. .Mexico 
1-800-247-6553 
ilus  $4.50  handling  AMEX  /  VISA  /  MASTERCARD  /  DISCOVERCARD 


nmunications  Products 


el  Abroad  with  a  PC  & 
fax/modem? 


ognize  this  problem? 
iapt  pi-o>/ides 
vbich  enable  you 
f  &  communicate 
ywhere  m  the 
world 

is  now  for  more 
srmanon! 
;408  370  SI  OS 
tVE  ID:  72613,706 
*U  181  421  4444 
Tel   ♦61  1  966  1744 


nmunications  Services 


:  BROADCASTING 


'er  Minute  24  hour  rates 
ily  minimum  No  set-up  fee 


800-869-2838 
310-575-5050 

(24  flour  lax-on-demand) 


DISTANCE  BLOWOUT! 

omestic  5.30  -  130 
International  Rates! 
ier  Rates  Available! 
;  Cards  In  Wholesale! 
lUng  Cards  (BusTPers.)! 

RC  800-739-0079 


LOWEST 
NG  DISTANCE 

anteed  Savings  Of  At 
Least  10%  Over 
our  Current  Rate 
Save  10%-40% 
800-342-1188 


nputer  Equipment 


VLETT-PACKARD 

Buy-Sell-Trade 

Jet  ColorPro 
let  Draft  Pro 

sdWriter  Draft/Master 
oslatic  Plotters  DeEignJel 
irkstations  and  Veclras  also  available 

)asher  &  Associates 

md  Ave  ,  S  Birmingham.  AL  35222 
205/591-4747  Fax:  205/591  1108 
333  •  E-mail  sales@dasher.com 


CHINA  1  2  3 


Travel  to...Trade  with... 
Invest  in  CHINA  f 

Visit:  http://www.chinaI23.com 
E-Mail:  info@chinal23.com 
Tel:  818-282-5201 


Internet  Services 


fHow  to  promote 
I  your  business, 
on  the_ 


(800)641-61081 

Association  of  Internet  Users] 


C\ue\ess 


r%  http://www.winternet. 
(  ;  comZ-webstudio 


/hy  pay  too  much? 

I  We  create  exceptional  Web  sites  tor 
I  budgets  as  low  as  $1 000  And  . 

j  H  everybody  knows  more  than  you  about 
I  the  Web  You  need  our  25-minute  video! 

I  The  world  wide  web:  $29.  plus  2  50  S/H 
!  Getting  Down  to  Business 

Minnesota  River 
Studios 


1  -800-205-2489 


Culinary  Tools 


The  Wiisthof-Trident 
GRAND  PRIX 

6"  Cook's 
$73  $46.50 


(800)  859-6994,  dept.  BW66 
Professional  Cutlery  Direct 


Menswear/Fashion 


men's  WIDE  SHOES 


EEE-EEEEEE,  SIZES  5-13 
High  quality  •  150  styles  •  Free  catalog 


HITCHCOCK  SHOES.  INC. 

Dept.  55F  Hingham,  MA  02043 
1-800-992-WIDE 


Sports  Equipment 


Cheat 
At  Tennis 


Itenni.s  ti  torJ  Your  Own 

Bl  Portable 
w 


?p  Tennis  Ball 
Machine 


1-800-448-8867 

for  FREE  brochure 


Corporate  Gifts 


Bnd  over 
on  the 


PROMOMART 

http://www.promomart.com/bw 


Enter  to  win 
^1,000  in  FREE 
ad  specialties, 
i  too! 


Corporate  Gifts 


Logo  Tattoos  ! 

ti  ■ 


1000  Temporary  Tattoos  witti  your  Logo, 
Just  $189.00!!! 
or  2000  Tattoos,  Just$299.00!! 

plus  S7  00  SSH  (CA  add  7  25^i  sales  Ian) 

Customized!  Full  Color!  2"  X  2"! 


Send  your  sized,  color  logo,  or  artwork .  along  wilh 
a  check,  company  P.O.  or  Visa  f  MC  tt  to; 


Calico  Temporary  Tattoos 

315  Plantation  Way  •  Vacaville.  Ca  95687 
Tel:  707/448-7072  •  Fax:  707/446-8273 
.Allow  4-p  weeks  for  delivery 


Art/Collectibles 


SALVADOR  DALI 


"Drawers  of  Memory" 

I9h4  Onginal  LilfioKraph 
Pencil  Sign«J  by  Salvauor  Dali 

Collctl  Rare.  AultKnIic. 
Dali  Limited  Edilions  (■rum  The 
•ISounorDiliCnpkics 

SILVERSTATE  FINE  ART 

KRKE  C  ATALOC, 
1-800-999-DALI  (3254) 


Corporate  Gifts 


PROMOTE  YOUR  BUSIMbSS 
AND  IMAGE 

•i-  Corporate  giveaways,  recognition  gifts 
TT  Custom  engraved  mugs,  glasses  &  liayj 
•f  Award  plaques,  signs,  and  nome  tags 
*  Self-  Inking  rubber  stamps 

c.,ff.,.c/I.,  (800)545-1132 

ht1p:/;wwMweb5iamp.comi-slamps 


PROMO  DEPOT 

DISCOUNT  PROMO  MERCHANDISE 


IMPRINTED 
PORCELAIN 
MUGS 


IMPRINTED 
32  OZ. 
SPORT 
BOTTLES 


LOGO  AS  LOW  AS 

HER  99 


^  ^^^AS  LOW  AS  ■ 

T79^l 

oe^m^    EACH  M 


1  (800)  670-3050 

FAX:  (510)781-3905  •  FREE  BROCHURE 


Travel/Sales  Equipment 


Finally,  STANDARD 
&  CUSTOM  MADE 
WHEELED  CASES 
for  whatever  you 
want  to  sell, 
present  or 
protecti 
CALL  NOW  for  a 
FREE  Broctiure: 

800-673-6341 

Idle  USA  since  1978  FAX:  1-912-537-4492 


chainnan  of  Clinton's  '92  campaign — sure 
to  mountain  Commerce's  status.  And  they 
ajjplaud  the  sensitivity  Kantor  has  shown 
toward  their  mourning  for  Brown  and 
11  aides  who  perished  in  the  plane  crash. 
Kantor  asked  Brown's  widow,  Alma,  to 
introduce  him  at  his  first  staff  meeting. 
And  instead  of  replacing  Brown's  offi- 
cial photo  with  his  own,  Kantor  chose  a 
shot  of  himself  with  Brown.  "It  was  a 
class  act,"  says  one  career  official. 

Kantor  brings  a  folksier  touch  to 
Commerce  than  the  high-living  Brown. 
An  exercise  nut  who  rarely  misses  his 
daily  5  a.m.  run,  Kantor  walks  the  five 
flights  to  his  office  rather  than  use  his 
private  elevator.  This  spring,  he  has  oc- 
casionally ducked  out  aftemoons  to  watch 
his  13-year-old  daughter,  Alix,  play  sec- 
ond base — the  same  position  he  played  in 


his  last  year  at  Vanderbilt  University. 
Kantor  doesn't  use  a  security  detail  and 
travels  with  a  small  entourage. 

With  the  Presidential  campaign  heat- 
ing up,  Kantor  isn't  launching  any  major 
Commerce  initiatives.  Rather,  he  will 
fine-tune  existing  progi'ams  such  as  mi- 
nority and  small-business  assistance  ef- 
forts. "To  compete  in  the  global  economy, 
we  need  eveiy  asset  at  our  disposal  and 
the  most  important  assets  are  the  skills 
of  oiu'  people,"  says  Kantor. 
BALKAN  TRIP.  He'll  do  some  globe-trot- 
ting, too.  In  early  -July,  Kantor  will  lead 
another  mission  to  the  Balkans  "to  finish 
the  mission  Ron  Brown  started ...  to  un- 
dergird  the  peace  pi'ocess,"  he  says.  A 
summer  trip  to  Korea  and  Southeast  Asia 
has  spai-ked  wonies  that  Kantor  will  focus 
on  trade  baniei-s  and  give  a  human-rights 


speech.  "He  still  seems  to  be  wearin}}a| 
trade  wanior  hat,"  fi-ets  one  businessob' 
byist.  Kantor  insists  that  he  is  goin|fto 
talk  about  what  we  can  do  to  worlito 
gether  to  build  all  of  oiu'  economiesft's 
going  to  be  a  positive  trip." 

But  will  foreign  officials  feel  comjrtf 
able  dealing  with  Kantor  after  yeaj;o! 
sparring  across  the  negotiating  tffleS 
Early  reports  ai'e  mixed.  "He's  not  l(ied 
but  he's  respected,  and  it's  a  relief  kj 
the  job  went  to  someone  we  know  id 
to  deal  with,"  says  a  European 
mat.  But,  sniffs  a  Japanese  bureantel 
"Many  people  feel  that  his  style  w^' 
very  appropriate."  For  all  that,  Kajs 
mostly  got  results.  Now,  he  has  to  a^i 
he  can  succeed  by  being  Mi*.  Nice  (fe; 

By  Amy  Borms  in  Washington,m 
Edith  Hill  Updike  in  Tokyo  T 


'ALL  GOVERNMENT  CAN  DO  IS  CLEAR  THE  DEBRIS' 


In  a  June  3  interview  in  Washing- 
ton with  BUSINESS  WEEK  Corre- 
spondent Amy  Borrus,  Commerce 
Secretary  Mickey  Kantor  discussed 
his  goals  for  the  agency  and  the 
challenges  he  faces  in  succeeding 
the  popular  Ronald  H.  Brown. 

Q:  How  comfortable 
are  you  playing  good 
cop  after  three  years 
of  being  bad  cop  at 

USTR? 

A:  They  ask  you  to 
play  shortstop,  you 
play  shortstop.  They 
ask  you  to  play  center 
field,  you  play  center 
field.  When  I  was  first 
assigned  ustr,  some 
were  skeptical  that 
someone  who  had  not  had  experi- 
ence in  the  trade  field  could  be  an 
effective  negotiator.  I  hope  I  was 
able  to  put  those  concerns  to  rest. 
Because  I  have  been  part  of  the 
NEC  [National  Economic  Council] 
and  worked  so  closely  with  Ron 
Brown,  I  walk  in  with  a  certain 
level  of  knowledge  that  I  wouldn't 
have  had  40  months  ago. 

Q:  How  do  you  balance  having  to 
follow  in  Ron  Brown's  footsteps 
with  putting  your  own  imprint  on 
the  department? 

A:  I  can't  replace  him.  I  can  only 
succeed  him.  I'm  not  as  good  as  he 
was  in  certain  things.  There  are  oth- 


er issues  I  may  concentrate  on 
more.  But  since  we  were  both  so 
committed  to  this  President  and 
worked  so  closely  together,  very  lit- 
tle will  change. 

Q:  Some  Republicans  on  Capitol 
Hill  would  like  to  dismantle  the 


ECONOMIC  AIMS 

"[We  must]  keep  the 
emphasis  on  growth 
and  opportunity. 
You  can't  have  one 
without  the  other" 

—  Commerce  Secretary  Kantor 


Commerce  Dept.  Why  do  you  oppose 
that? 

A:  We  at  Commerce  are  the  advo- 
cates for,  and  representatives  of, 
American  industry  and  workers  as 
we  continue  to  build  economic  secu- 
rity and  the  technology  base  into 
the  next  century.  If  we  say  'Let's 
get  rid  of  the  institution,'  we  would 
be  retreating,  hiding  behind  walls 
of  fear,  looking  for  [political]  tro- 
phies instead  of  answers,  not  be  se- 
rious about  America  competing  and 
winning. 

Q:  What  are  your  goals  at  the  Com- 
merce Dept.? 

A:  One,  to  strengthen  our  technolo- 


gy and  information  base  and  make 
clear  to  the  American  people  how  I 
critical  they  are.  Two,  to  rationalizl 
the  many  programs  that  deal  with! 
the  communities  and  people  left  oij 
[of  economic  growth],  because  we 
need  every  asset  we  can  muster  t(j 
compete.  'Three,  to  make  sure  thalj 
our  system  for  dealiil 
with  trade  works  wel 
everything  from  the 
advocacy  center  to  el 
port  assistance  centel 
to  foreign  commercigl 
service  officers  and  J 
forcing  our  trade  lav| 
We  also  have  to  be 
more  efficient.  'Nice  I 
but  not  necessary'  isl 
no  longer  acceptable| 
It's  got  to  be  neces- 
sary or  you  shouldn't  do  it. 


Q:  Being  Commerce  Secretary  gii\ 
you  a  stronger  voice  in  economic 
policy  discussions.  What  coiitribul 
tion  do  you  want  to  make  to  the  tt 
bate  about  how  to  fuel  economic 
growth? 

A:  [We  must]  keep  the  emphasis 
gi'owth  and  opportunity.  You  can'll 
have  one  without  the  other.  I  can| 
talk  about  how  to  build  rural  and] 
inner-city  communities  to  try  to 
make  them  more  productive  and 
competitive.  All  government  can 
is  clear  the  debris.  The  engine  off 
private  gi'owth  is  the  private  sectj 
That  won't  and  shouldn't  change. 
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Mom  basnet  responded 
to  me  in  weeks. 


Helpline  has  . . . 
every  time  /Ve  called. 


i  I  7^HBII  I  \>|  ED^Q  '  The  Alzheimer's  Association  of  the  Greater  Bay  Area  provides 

^■■~^K^F  IX  kJ    support  services  and  educational  programs  to  patients,  families 

W"^r  ASSOCIATION    and  caregivers  throughout  the  San  Francisco  Bay  Area. 
Someone  to  Stand  by  You 

In  the  Bay  Area  call  1-800-660-1993 


We  Supply 
some  or  tne 
busiest  kitckens 
in  town 


St.  Antkony's,  Meals  on  Wkeels; 
Larkin  Street  Youtk  Center 

Collecting  an  J  Distrihuting 
food  to  agencies  that  feed 

hungry  people.  SA\  FK  Vsj(  ISC  ( 

(415)  957-1076  BANK 


f 


-I- 


According  to  legend,  a  little  child 
had  a  dream  about  the  best  way  to 
harvest  and  prepare  wild  rice.  That  it 
should  be  knocked  from  the  stalks 
with  blessed  sticks,  then  parched  in 
the  sun  and  danced  on  to  remove  the 
husks.  The  people  did  this  and  they 
made  it  through  the  winter  with 
enough  to  eat.  "Manomin"  was  the 
word  the  child  dreamed,  and  that  be- 
came the  word  for  rice.  "Menominee" 
IS  the  name  of  the  tribe,  and  it  means 
"Keepers  of  the  Rice."  These  words 
and  traditions  came  from  the  dream 
of  a  child.  Which  is  just  one  reason  the 
Menominee  have  always  made  it  a  point 
to  talk  to  their  children.  And  to  listen. 


AMERICAN 
INDIAN 

C  O  L  1,  E  G  E 

FUND 


Help  saiv  a  culture  that  could  save  ours 
In/  supporting  the  29  American  Indian  colleges. 
American  Indian  College  Fund, 
I  in  Osage  St.,  BIdg.  D,  Suite  205- A,  Denver,  CO  80m 
1-800-776-FUND. 

Special  thanks  to  tlie  US  West  Foundation  for 
ii)iderwriti)ig  production  costs  for  tlus  advertisement. 


The  Medicine  Label... 
Your  Road  Map  to^? 
Good  Health  '^s2^.- 


II 


iMirSI 


St*  in 


Just  as  you  wouldn't  drive  across  the  country  without  consuhing  a  road  map,  you  shouiiff[||j^| 
never  take  medicine  without  first  reading  the  label — your  road  map  to  good  health,  mmi^ 


A  message  from  the  Council  on  Family  Health 


0,, 


For  the  Council's  free  brochure  on  reading  the  medicine  label,  send  a  self-addressed,  stamped  envelope  to: 
Council  on  Family  Health,  225  Park  Avenue  South,  Suite  1700,  New  York,  NY  10003 


HAKE  YOUR  SMALL  AD 
BUDGET  WORK  LIKE 
A  MILLION 


By  reaching 
millions  of 
your  best 
buying 
prospects. 

The  Business  Week 
Technology  Guide. 


Small  and  growing  technology  companies  are  praising  the  Business  Week  Technology  Guide.  Why?  It  extends  their 
messages  to  more  than  six  million  business  professionals,  including  hard-to-reach  senior  management,  where  critical 
final  buying  decisions  are  made.  And  it  does  this  at  a  surprisingly  affordable  cost. 

In  the  Technology  Guide,  you'll  profit  from  inquiries  through: 

•  your  800  number 

•  a  reader  service  card 

•  a  fax-on-demand  service 

•  a  website  on  the  Internet:  http://www.bw-tech.com 

One  recent  ad  from  the  Technology  Guide  generated  240  inquiries  through  the  card  alone.  No  wonder  60%  of 
the  ads  in  the  Technology  Guide  are  from  repeat  advertisers. 

No  ad?  No  problem!  Just  give  us  your  logo  and  hterature  and  we'll  create  an  ad  for  you. ..free. 

You  can't  afford  not  to  advertise  in  the  Business  Week  Technology  Guide.  For  more  information,  call  (800)  217-3071. 


Technology  Guide  Issue  Date  Ad  Close  Business  Week  Editorial  Feature 

June  24  CLOSED  Annual  Report  on  Information  Technology 

September  23  July  29  Internet/Electronic  Commerce 

November  25  September  30  SmaU  Business  Technology 


BusinessWeek 


Beyond  news.  Intelligence 

by  The  McGraw-Hill  Companies,  Inc. 


A  Division  of  TheMcGrawHiUOmipames 


Personal  Business 


EDITED  BY  AMY  DUNKIN 


A  REBALANCING  ACT  TO 
PROTECT  YOUR  PORTFOLIO 


If  you  started  off  last 
year  with  a  carefully  con- 
structed asset-allocation 
plan  for  your  mutual  funds, 
you  now  may  notice  some- 
thing is  out  of  whack.  Say 
you  chose  to  apportion  70% 
of  your  fund  portfolio  to 
stocks  and  30%  to  bonds. 
The  huge  runup  in  stock 
prices  likely  increased  the 
equity  component  dramati- 
cally, thus  raising  your  risk. 
Similarly,  if  bond  prices  rose, 
you  would  be  susceptible  to 
higher  risk  levels.  Both  sce- 
narios can  wreak  havoc  on 
your  asset  ratios. 

So  what  time  is  it?  It's 
portfolio  rebalancing  time. 
Periodically  putting  your  in- 
vestments back  in  order  by 
shifting  money  among  asset 
classes  is  a  necessary  chore 
for  investors  who  devise  an 
asset-allocation  strategy — 
whether  the  market  goes  up 
or  down.  "The  primary  pur- 
pose of  rebalancing  is  to 


maintain  a  consistent  risk 
profile,"  explains  Steve  Nor- 
witz,  vice-president  of  T. 
Rowe  Price  Associates. 

It  also  provides  a  regi.ilar 
plan  of  action.  "Rebalancing 
helps  the  investor  avoid 
counterproductive  tempta- 
tions in  the  market,"  says 
Jonathan  Pond,  a  financial 
adviser  who  publishes 
Jonathan  Pond's  Quarterly 
Investment  Review.  For 
example,  rather  than  be 
tempted  to  follow  the  crowd, 
buying  popular  stocks  when 
prices  are  already  high  and 
selling  the  dogs  everyone  is 
dumping,  having  a  plan  of 
action  "forces  you  to  buy 
stocks  after  prices  have  fall- 
en and  sell  them  after  prices 
have  risen." 

Although  these  are  desir- 
able results  for  any  investor, 
rebalancing  is  significantly 
easier  and  usually  more  ef- 
fective for  nontaxable  ac- 
counts such  as  individual  re- 


tirement accounts,  401(k)s, 
and  annuities  than  they  are 
for  taxable  ones  that  might 
take  a  capital-gains  hit.  A 
general  rule  of  thumb:  Al- 
ways rebalance  for  nontax- 
able accounts,  and  evaluate 
the  tax  consequences  for 
regular,  taxable  funds. 
SAFER  GAIN.  For  tax-de- 
ferred accounts,  shifting 
among  asset  classes  may 
have  the  added  benefit  of  im- 
proving overall  performance. 
A  1995  T.  Rowe  Price  study 
compares  the  26-year  results 
of  an  unbalanced  tax-de- 
ferred portfolio  with  one  that 
was  rejiggered  quarterly  to 
maintain  the  original  invest- 
ment mix  of  60%.  stocks,  30%- 
bonds,  and  10%.  cash.  In  the 
unbalanced  portfolio,  $10,000 
invested  at  the  end  of  1969 
gi'ew  to  $150,109  by  yearend 
1995.  Because  the  equity 
portion  swelled  to  74%  of  as- 
sets, debt  holdings  fell  to 
22%,  and  cash  shrank  to  4%, 


rtiet 


H.  Soi 


ihf  investor's  risk  exj 
was  substantially  incr 
The  balanced  portfol 
comparison,  had  a  va 
$154,035  at  the  end 
period.  What's  more, 
risk  exposure  was 
tained  at  the  60%  levc 
The  study  shows  th 
set  rebalancing  helpei 
tect  against  losses  in 
market  downturns 
example,  the  steep  d 
stock  prices  during 
74  bear  market  reduc 
equity  allocation  of  tl 
balanced  account  to  liiift 
while  the  rebalanced  ] 
lio  maintained  its  60*?! 
tion  by  buying  stocks 
gain   prices.  Clearl 
rebalanced  account  w; 
ter  positioned  to  take 
tage  of  the  market's 
quent  upturn  and  k- 
the  gains  after  that, 
the  unbalanced  portfol  fij  of  (jj^ 


able  to  close  the  gap 
the  strong  bull  mark( 
gains  were  not  enoi 
overtake  the  reba 
portfolio,"  says  Petf 
Dyke,  chairman  of  T. 
Price's  asset-allocatio: 
mittee.  "In  effect,  the 
anced  portfolio  redu 
investor's  loss  during 
market  downturns  bi 
time  provided  a  comj 
r'etuni  relative  to  a  m 
gressive  portfolio."  U 


loss,  1 
ase  v(i 


year. 


carry  ii 
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First, 
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all  of 
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alancing  the  taxable 
1  of  your  portfolio  is 
;rably  more  complicat- 
1  time-consuming.  "In 
instances,  the  poten- 
idverse  tax  conse- 
!S  outweigh  the  bene- 
says  Pond.  That's 
e  of  the  28%  capital- 
;ax  that  will  eat  away 
■  mutual  fund  profits. 
IS  case,  it's  best  to 
blish  your  portfolio's 
il  allocation  by  invest- 
w  money  into  the  nec- 
categories  rather  than 
g  existing  assets.  An- 
option  might  be  to 
he  dividends  from  a 
hat  has  overgi'own  its 
ion  target  and  direct 
;o  your  portfolio's  lag- 
sctors. 

3u  do  decide  to  unload 

hares  in  an  appreciat- 

table  account,  make 

ou  sell  the  ones  that 

ou  the  most  to 

higher  the 

basis,  the 

the  capital- 
tax.  Some 

1  fund  eom- 
offer  a  tax 

ment  on 

to  help  de- 

e  your  gains 

ses.  There's 

le  possibili- 

i  tax  loss,  in 
case  you 

leduct  up  to 
from  your 

ry  income  in 

ne  year.  If 

'Ss  is  more 

;3,000,  then 

lay  carry  it 

rward  years 

itely. 

m  you're 
ced  of  the 
ance  of  re- 
ing,  the 
)n  remains: 
;s  it  done? 
method  is 
dngly  easy, 
5ays.  First, 
will  want 
iew  all  of 
investment 
ts,  because 
Dn't  accom- 
much  if 
rebalancing 


only  part  of  your  portfolio. 
You  can  decide  later  whether 
or  not  to  sell  shares  or  use 
new  money.  Go  over  the  tar- 
get allocation  you  initially  set 
and  consider  any  changes  in 
those  percentages  you  may 
want  to  incorporate.  Next, 
summarize  by  investment 
category  your 
current  port- 
folio balances 
and  allocation  percentages. 

Then,  calculate  how  much 
money  you'll  need  to  add  or 
subtract  from  each  fund  to 
return  to  your  target  alloca- 
tion. If  it's  a  taxable  fund, 
take  out  28%  of  the  addition 
or  subtraction,  which  would 
represent  the  tax  cost  of  re- 
balancing that  portion  of 
your  account.  If  your  port- 
folio has  gotten  tremendous- 
ly out  of  whack,  a  28%  hit 
may  not  amount  to  much. 

Add  or  subtract  from  each 
fund  to  bring  that  asset  cat- 


INVESTING 


egory  back  into  balance.  Be- 
fore you  undertake  this  task, 
you'll  want  to  consider  the 
timing.  "The  vast  majority 
of  investors  shouldn't  do 
it  more  than  once  a  year," 
says  Jeff  Kelley,  senior  edi- 
tor of  the  Morning  star  Mu- 
tual Funds  newsletter.  He 

  also  advises 

doing  it  the 
same  time 
each  year  so  that  you're 
looking  at  the  same  trailing 
12  months.  One  exception  to 
the  annual  rule,  suggests 
Pond,  is  to  rebalance  your 
nontaxable  account  if  stock 
prices  move  10%  in  one  di- 
rection or  if  30-year  Trea- 
suiy  bond  rates  vary  by  1%. 

You  may  find  that  once 
you  put  a  pencil  to  paper 
and  do  the  math,  your  rebal- 
ancing efforts  result  in  a 
wash.  Say  one  large  capital- 
ization growth-stock  fund 
outperforms  another  in  a 


Asset  Shuffle 


Investors  can  minimize  risk  and  even  improve  overall  performance  by 
maintaining  a  consistent  asset  mix.  Listed  below  is  a  nontaxable,  diversified 
mutual  fund  portfolio  comprised  of  70%  stocks  and  30%  bonds.  The  columns 
show  a  step-by-step  process  for  rebalancing  the  account  after  market 
conditions  push  assets  out  of  whack. 


SAMPLE 
ACCOUNT 


TARGET 
ALLOCATION 


INITIAL 
AMOUNT  1/96 


AMOUNT 

AS  OF  5^6 


NEW 
BREAKOOWN 


ADD 

(SUBTRACT) 


STOCK  FUNDS 


JANUS  MERCURY  grOWth 

10% 

$5,000 

$5,690 

11% 

$(325) 

$5,365 

BABSON  VALUE 

growth  &  income 

30 

15,000 

16,755 

31 

(660) 

16,095 

DREYFUS  NEW  LEADERS 

small  company 

15 

7,500 

8,545 

16 

(500) 

8,046 

T.  ROWE  PRICE  INTL 

international 

15 

7,500 

8,080 

15 

(35) 

8,046 

SUBTOTAL 

70 

35,000 

39.070 

73 

(1,520) 

37,550 

STEINROE  MANAGED  MUNI 

municipal 

20%     $10,000  ;  $9,850 

18% 

$880 

$10,730 

VANGUARD  FIXED  INC. 

long-term  corporate 

10  ;    5,000  \  4,725 

9 

640 

5,365 

SUBTOTAL 

30  \  15,000  :  14,575 

27 

1,520 

16,095 

100%  ;  $50,000  \  $53,645  i  100% 


[lAIA  JUNAIIIAN  POND'tj  UUAKTERIY  INVtS[Ml.NI  RIVI[W 


given  year.  It  doesn't  make 
sense  to  realign  these  two 
funds  since  they're  very  sim- 
ilar in  style.  "So  make  sure 
when  you  make  a  change,  it 
makes  a  difference,  such  as 
shifting  assets  between  a 
foreign  stock  fund  and  a 
small  company  stock  fund," 
says  Doug  Loudon,  a  man- 
aging director  of  Scudder, 
Stevens  &  Clark. 
FAMILY  AFFAIR.  Also,  make 
sure  your  rebalancing  bene- 
fits aren't  lost  to  transaction 
costs  from  broker  fees.  It's 
best  to  do  the  process 
through  no-load  funds  or 
load  fund  families  that  allow 
no-cost  shifts  within  the  fam- 
ily. Even  better  are  the  au- 
tomatic rebalancing  services 
offered  by  some  mutual  fund 
companies,  such  as  Stein 
Roe,  Fidelity,  and  T.  Rowe 
Price.  Stein  Roe's  Counselor 
Preferred  plan,  for  example, 
will  create  an  asset-allo- 
cation strategy 
for  the  investor 
with  a  balance  of 
$50,000  or  more. 
The  fimd  company 
will  do  a  monthly 
review  of  the  ac- 
count, determine 
whether  it's  pru- 
dent to  shift  as- 
sets given  the  tax 
consequences,  and 
then  automatically 
take  the  most  eco- 
nomical action. 
The  service  costs 
about  half  a  per- 
cent of  assets  a 
year.  Stein  Roe's 
regular  Counselor 
plan,  which  is  free, 
will  send  a  de- 
tailed asset-alloca- 
tion report  with 
recommendations, 
but  it  is  up  to  the 
investor  to  make 
changes. 

Naturally,  it's 
easier  to  have 
someone  else  do 
your  mutual-fund 
housecleaning.  But 
regardless  of  who 
does  it,  the  longer 
you  wait,  the 
messier  the  job 
gets.  Toddi  Gutyier 


REBALANCED 
AMOUNT 


{}  $53,645 


Personal  Business 


DO  YOU  TAKE  THIS  RESORT 
FOR  YOUR  WEDDING? 


You're  starting  to 
plan  a  wedding,  and 
already  you've  got  a 
headache.  Who  gets 

invited?  Is  it  at  his  church 
or  her  synagogue?  Where  do 
the  divorced  parents  sit? 
You're  ready  to  flee  to  some 
faraway  place,  perhaps  take  a 
few  family  members  and 
close  friends,  and  simply  ex- 
change vows  there.  But  the 
Little  White  Chapel  in  Las 
Vegas  isn't  youi"  style.  Where 
do  you  go? 

In  fact,  you've  got  a  lot  of 
options.  More  than  50,000 
couples  left  home  to  get  mar- 
ried last  year,  up  fi'om  23,000 
in  1991,  according  to  a  sui-vey 
of  Modern  Bride  magazine's 
readers.  Responding  to  the 
increased  demand  for  get- 
away weddings,  resorts  in 
Hawaii,  the  Caribbean,  and 
New  England  have  built  a 
business  around  combination 
wedding/lioneymoons.  Wliat's 
more,  some  governments  are 
laying  out  the  red  carpet  for 
U.  S.  couples  who  want  to  tie 
the  knot  on  foreign  soil.  In 
Antigua  and  Barbuda,  the 
law  now  allows  visitors  to  get 
hitched  the  day  they  arrive, 
instead  of  requiring  a 
three-day  wait,  as 
they  used  to. 
PARE  DOWN.  For  mai-- 
rying  couples  who 
choose  the  escape 
route,  the  idea  is  to 
regain  control  over  an 
event  that  can  become 
more  of  an  ordeal 
than  a  celebration. 
They're  also  looking 
to  save  money.  A  full-scale 
wedding — complete  with  the 
typical  guest  list  of  about 
200— can  easily  cost  $30,000. 
But  paring  down  the  roster 
can  save  thousands  of  dollars, 
even  when  the  location  is  a 
remote  island.  That's  because 
it's  not  unusual  to  ask  guests 
to  pay  their  own  way.  After 


all,  it's  going  to  be  a  vaca- 
tion for  them,  too. 

Most  of  Andrea  Rotondo- 
Hospidor's  32  guests  agreed 
to  foot  their  own  bill  when 
they  attended  her  wedding 
at  Disney  World  in  Orlando 
almost  two  years  ago.  The 
2(>vear-old  Teaneck  (N.J.) 


Other  resorts  don't  offer 
affairs  as  fanciful  as  Disney's. 
But  many  now  have  a  staff 
person  dedicated  to  planning 
weddings.  At  the  Westin 
Maui  in  Hawaii,  which  is 
something  of  a  meeting  spot 
for  couples  with  family  in 
North  America  and  Asia,  Pa- 
tricia Gleason  is 
the  aptly  titled 
director  of  romance.  Her  job 
is  to  help  couples  pick  a  spot 
to  say  their  vows,  choose  a 
photogr-apher,  decide  who  vnll 
perform  the  ceremony,  plan 


TRAVEL 


A  SANDALS  "WEDDINGMOON":  All-inclusive  Caribbean  nuptia 


resident  and  her  husband 
spent  just  $6,200  for  their 
ceremony,  I'eception,  and  14- 
day  stay.  Not  surprisingly, 
Mickey  &  Co.  are  ti-ying  hard 
to  become  big-time  wedding 
hosts.  Last  summer,  Disney 


Want  privacy?  How 
about  an  uninhabited 
island-Dom  Perignon 
and  photos  included 


World  opened  a  wedding 
pavilion  on  an  island  in  a 
man-made  lake.  In  1995,  the 
theme  resort  staged  1,100 
ceremonies,  from  simple  af- 
fairs next  to  the  water  to 
Cinderella  fantasies  in  which 
the  bride  arrives  in  a  glass 
coach  pulled  by  six  white 
ponies. 


a  menu,  and  apply  for  a  li- 
cense. The  ceremony  runs 
$1,000  to  $2,000,  and  a  hotel 
room  costs  $230  to  $2,500  a 
night. 

A  number  of  places  offer 
packages  that  leave  viitual- 
ly  none  of  the  orga- 
nizing to  the  bride 
and  groom.  Sandals 
Resorts — which  has 
a  trademark  on 
the  term  "wedding- 
moon" — has  been  host- 
ing nuptials  on  vari- 
ous Caribbean  islands 
since  1981,  when  it 
opened  in  Jamaica. 
Sandals  charges  $750 
for  the  basic  package,  which 
includes  a  justice  of  the 
peace,  a  bouquet,  video, 
champagne,  dinner,  annoimce- 
ments,  and  breakfast  in  bed. 
That's  in  addition  to  an  av- 
erage $1,700  per  person  for 
a  week's  stay. 

Executives  at  all-inclusive 
resorts  insist  there's  nothing 


impersonal  about  their-  c- 
monies.  But  some  pec] 
want  a  more  unusual 
ding.  On  St.  Thomas  in 
U.  S.  Virgin  Islands,  an  o| 
called  Weddings  the  Is' 
Way  chauffeurs  the  bride 
groom  from  their  hotel 
helicopter  that  flies  them, 
officiant,  am 
to  two  guesi 
a  beach  on  an  uninhabit( 
land.  Dom  Perignon,  a 
tographer,  and  a  wed 
video  all  come  vrith  the  p 
age.  The  price:  $2,800 
FIJI  CALLS.   If  yo 
prepared  to  spend  f 
bigger    bucks,  n 
resorts  will  allow 
to  custom-design 
events.  South  Paci 
lands,  such  as  Fij: 
favorites  for  these 
ornate  ceremonies, 
Geri    Bain,  Moi 
Bride's  travel  ed 
Microsoft  founder 
Gates   and  his 
Melinda,  chose 
Hawaiian  island 
Lanai  as  the  sit 
their  1994  New  Y 
Day  nuptials.  Thej 
served  all  250  roon 
the  local  hotel  and 
private  security  fc 
patrol  the  beaches. 

Such  an  event  is  waj 
yond  most  budgets.  Bu 
less  money  than  you  n 
think,  getaway  wedding 
ners  can  make  the  big 
more  exotic — and  help 
those  wedding-hell  blu( 
bay.  David  Leon! 


WORTH  NOTI 


■  COLLEGE  PLANNING. 

Nellie  Mae,  the  nonpif* 
student-loan  providei 
is  offering  a  free  bool 
let,  Steps  to  Success^ 
to  help  students  and! 
their  families  prepai 
for  college.  The  booi 
includes  financial-aid 
advice,  information 
resources,  and  a 
planning  timetable  fo 
high  schoolers.  Call  8 
9-TUiTiON  to  order,  oi: 
visit  the  Web  site  at^ 
http.V/www.nelliema 


.SFO\'SI\' 


id  III 


\  Global  Partnership 

Ground  the  world,  investment  opportu- 
tities  are  expanding... offering  greater 
iiversification.  With  a  Scudder  401(k) 
ilan,  you  have  a  variety  of  global 
options* And  because  we  created  the 
tation's  first  international  mutual  fund, 
(ou  can  feel  confident  that  you're  work- 
ng  with  a  leader  in  global  investing^  *^ 


1 


Lifestyle 
Portfolios 

Combined  witii  an  effective  employee 
education  program,  our  lifestyle  port- 
folios help  your  participatits  allocate 
their  assets.  Lifestyle  portfolios  are 
simple  to  choose 
and  easy  to  W 
maintain-the  r' 
best  of  an  easy 
turnkey  solution 
and  a  personal 
customized  plan. 


lUiaglobaL 

If  innovation  is  important  to  your  company,  make  sure  your  401  (k)  plan  partner 
reflects  your  values.  At  Scudder,  innovation  helped  us  to  create  America's  first 
international  mutual  fund. ..to  offer  a  choice  from  any  of  20  families  of  funds. ..to 
employ  state-of-the-art  employee  education  programs.  Perhaps  most  important, 
we  believe  that  innovation  is  the  cornerstone  of  a  successful  partnership.  To  explore 
how  a  partnership  with  Scudder  can  give  you  the  right  401  (k)  plan  for  your  com- 
pany, please  call  us  at  1-800-323-6105,  ext.  106.  SCUDDER 


;poNSivE  Solutions 

ffective  partnership  requires  innovation  and  change, 
'xample,  our  Scudder  Fu)id  Access  '  program  alloios  you 
lect  from  20  mutual  fund  families. ..including 
z  outside  Scudder's  oum  famdy  of  funds.  And 
Personal  Access  option  lets  each 
'oyee  set  up  a  brokerage  account 
ugh  State  Street 
erage  Services, 
for  even  greater 
ibility  and 
rsification.  Our 
is  to  provide  respon- 
solutions  to  your 
sting  needs. 


n  international  or  global  funds  involves  additional  risks      ■   )  .    ,:;■  :_,  :r_-. ;  r  _  ; 

cudder  Investor  Services,  Inc.,  Distributor,  for  a  prospectus,  wfiicfi  contains  more  complete  information,  includ- 
gement  fees  and  otfier  expenses.  Please  read  it  carefully  before  you  or  your  employees  invest  or  send  money. 


T  i|M  N  K 


There  are  a  lot  of  fish  in  the  sea  who  are  interested  in  your 
business.  Unfortunately,  you  may  not  have  been  able  to  afford 
to  catch  all  of  them  through  the  mail. 

On  July  1,  that  will  change  because  Classification  Reform  goes 
into  effect.  And  it  means  the  more  efficiently  you  prepare  your 
mail— by  presorting  and  barcoding,  for  example— the  less 
it  could  cost  to  mail.  You  can  reinvest  those  sav- 
For  the  new  vaiue  in  ^^^^   into  more  mail  to  catch  more  customers. 

business  mail  find  out  how  your  Company  can  Max  It— get  maximum 

discounts  for  maximum  preparation— call  for  your  free  guide.  It's 
got  all  the  information  you  need  to  Max  It. 


UNITED  STATES 
POSTAL  SERVICE 

Call  1  800  THE  USPS,  Ext.  2008,  for  your  free  Max  It  guide 
today.  And  get  ready  to  Max  It  starting  July  1. 


visit  our  web  site  at  http://www.usps.gov 


liness  Week  Index 


CTION  INDEX 


from  las!  week.  0  3% 
from  last  year:  7.6% 


PRODUCTION  INDICATORS 


PRODUCTION  INDEX 

May  25=129.6 
  1992=100 


Sept.  Jan  May 

1995  1996  1996 

K  IS  a  4-week  moving  average 

tion  index  increased  during  the  week  ended  May  25.  Before  calculation 
-week  moving  average,  tt>e  index  advanced  to  130.4,  up  sharply  from 
the  latest  week,  a  patch  of  unseasonably  warm  weather  boosted  the 
adjusted  production  of  electric  power,  and  output  gams  were  posted 
rucks,  and  crude-oil  refining  as  well.  Rail  freight  traffic  declined, 
g  index  will  be  unavailable  for  an  indefinite  period  of  time. 

index  copyright  1996  by  The  McGraw-Hill  Companies 


INDICATORS 


LATEST 
WEEK 

WEEK 
AGO 

YEARLY 
%  CHG 

IICES  (5/31)  S&P  500 

669.12 

678.51 

26.1 

TE  BOND  YIELD.  Aaa  (5/31) 

7.75% 

7.68% 

4.3 

AL  MATERIALS  PRICES  (5/31) 

108.7 

109.9 

-4.7 

S  FAILURES  (5/24) 

NA 

NA 

NA 

ATE  LOANS  (5/22)  billions 

$503.9 

$505.1 

5.5 

JPPLY,  M2  (5/20)  billions 

NA 

NA 

NA 

LAIMS,  UNEMPLOYMENT  (5/18)  tftous  345 

351 

-8.7 

standard  &  Poor's,  Moody's.  Journal  of  Commerce  (index:  1990=100),  Dun 
:  (failures  of  large  companies).  Federal  Reserve,  Labor  Dept. 

3STRATES 

FUNDS  (6/4) 

LATEST 
WEEK 

5.23% 

WEEK 
AGO 

5.33% 

YEAR 
AGO 

6.03% 

HAL  PAPER  (6/5)  3-month 

5.42 

5.37 

5.91 

ATES  OF  DEPOSIT  (6/5)  3  month 

5.40 

5.34 

5.88 

RTGAGE  (5/31)  30-year 

8.31 

8.20 

7.89 

BLE  MORTGAGE  (5/31)  one-year 

5.96 

5.89 

5.95 

5) 

8.25 

8.25 

9.00 

Federal  Reserve,  HSH  Associates,  Bloomberg  Financial  Markets 


LATEST 
WEEK 

WEEK 
AGO 

YEARLY 
%  CHG 

STEEL  (6/1)  thous.  of  net  tons 

2,023 

1,980# 

5.2 

AUTOS  (6/1)  units 

101,879 

137,168r# 

5.9 

TRUCKS  (6/1)  units 

88,232 

121,746r# 

12.1 

ELECTRIC  POWER  (6/l)  millions  of  kilowatt-hrs. 

58,952 

64,416# 

1.1 

Amtnp  All    nmuiuA           .     .  ...... 

CRUDE-OIL  REFINING  (6/1)  thous.  of  bbl./day 

14,468 

14,249# 

-0.5 

COAL  (5/25)  thous.  of  net  tons 

18,919# 

19,443 

-0.2 

PAPERBOARD  (5/25)  thous.  of  tons 

898. 3# 

877. Ir 

-5.3 

PAPER  (5/25)  thous.  of  tons 

783.0# 

781. Or 

-5.7 

LUMBER  (5/25)  millions  of  ft. 

455. 6# 

458.5 

9.8 

RAIL  FREIGHT  (5/25)  billions  of  ton-miles 

25.0# 

25.2 

2.0 

Sources:  American  Iron  &  Steel  Institute,   Ward's  Automotive  Reports,  Edison  Electric 
Institute,  American  Petroleum  Institute,  Energy  Dept.,  American  Forest  &  Paper 
Association,  WWPAi,  SFPA2,  Association  of  American  Railroads 

PRICES 

LATEST 
WEEK 

WEEK 
AGO 

YEARLY 
%CHG 

GOLD  (6/5)  $/troy  oz. 

387.650 

391.000 

0.9 

STEEL  SCRAP  (6/4)  #1  heavy,  $/ton 

141.50 

142.50 

0.0 

COPPER  (6/1)  (Z/lb. 

122.5 

121.2 

-10.5 

ALUMINUM  (6/1)  (2/ib 

73.8 

73.0 

-15.2 

COTTON  (6/1)  strict  low  middling  1-1/16  in.,  e/lb 

81.25 

82.02 

-25.4 

OIL  (6/4)  $/bbl. 

20.35 

20.92 

6.3 

Sources:  London  Wednesday  final  setting,  Ctiicago  market,  Metals 
market,  NYMEX 

Week.  Memphis 

FOREIGN  EXCHANGE 

LATEST 
WEEK 

WEEK 
AGO 

YEAR 
AGO 

JAPANESE  YEN  (6/5) 

108.77 

108.69 

84.70 

GERMAN  MARK  (6/5) 

1.53 

1.54 

1.41 

BRITISH  POUND  (6/5) 

1.55 

1.52 

1.60 

FRENCH  FRANC  (6/5) 

5.18 

5.22 

4.95 

ITALIAN  LIRA  (6/5) 

1544.6 

1555.0  1645.3 

CANADIAN  DOLLAR  (6/5) 

1.37 

1.37 

1.37 

MEXICAN  PESO  (6/5)' 

7.448 

7.402 

6.210 

Sources:  Majoi  New  York  banks  Currencies  expressed  in  units  per  U.S.  dollar, 
except  tor  British  pound  in  doMars 


in  the  production  indicators  are  seasonally  adjusted  in  computing  the  BW  index  (chart);  other  components  (estimated  and  not  listed)  include  machinery  and  defense 
l=Western  Wood  Products  Assn.       2=Southern  Forest  Products  Assn.         3=Free  market  value       NA=Not  available       r=revised       NM=Not  meaningful 


E  WEEK  AHEAD 


R  PRICE  INDEX 

June  11,  8;30  a.m. for  ►  Produc- 
Df  finished  goods  probably 

by  0.2%  in  May,  according  to  the 
irecast  of  economists  surveyed  by 
national,  one  of  The  McGraw-Hill 
s.  Excluding  food  and  energy 
5  core  ppi  likely  edged  up  0.1%. 
I  surge  in  gasoline  prices  caused 
•PI  to  rise  by  0.4%,  but  core 

e  up  a  tiny  0. 1%. 

:R  PRICE  INDEX 

y,  June  12,  8.30  a.m.EDT  ►  Con- 
:es  likely  increased  0.3%  in  May, 
1%  when  food  and  energy  prices 
ed,  says  the  mms  report.  As  with 


the  PPI,  energy  prices  caused  overall  con- 
sumer prices  to  rise  by  a  sharp  0.4%  in 
April,  but  the  gain  was  only  0.1%  excluding 
food  and  fuel. 

RETAIL  SALES 

Thursday,  June  13,  8:30  a.m.EDT  ►  The 
MMS  forecast  projects  that  retail  sales 
advanced  by  0.5%  in  May,  after  slipping 
0.3%  in  April.  Sales  of  motor  vehicles  are 
expected  to  have  bounced  back,  but  other 
retail  buying  may  have  been  lackluster. 

INDUSTRIAL  PRODUCTION 

Friday,  June  14,  9:15  a.m.EDT  ►  The  out- 
put at  the  nation's  factories,  mines,  and 
utilities  likely  increased  by  a  solid  0.4%  in 


May,  on  top  of  a  0.9%  gain  in  April.  That's 
suggested  by  the  increase  in  production 
reported  by  the  National  Association  of  Pur- 
chasing Management.  Operating  rates  for 
all  industry  probably  averaged  83.2%  in 
May,  up  from  83%  in  April. 

BUSINESS  INVENTORIES 

Friday,  June  14,  10  a.m.EDT  ^  Inventories 
held  by  manufacturers,  wholesalers,  and 
retailers  probably  rebounded  by  0.2%  in 
April,  after  dropping  0.2%  in  March,  says 
the  MMS  survey.  Factories  have  already 
reported  no  change  in  their  April  invento- 
ries, but  retail  stock  levels  likely  rose.  Busi- 
ness sales  likely  slipped  0.1%  in  April, 
after  increasing  0.3%  in  March. 


Index  to  Companies 

This  index  gives  the  starting  page  for  a  story  or  feature  with  a  significant 
reference  to  a  company.  IVlost  subsidiaries  are  indexed  under  their  own  names. 
Companies  listed  only  in  tables  are  not  included. 


ABB  Systems  Control  86 
ABS  Communications  6 
Access  Media  International  34 
Activision  (ATVI)  124 
Adidas  70 

AG  Communications  124 
Air  France  126 
Air  Liberie  126 
American  Airlines  (AMR)  126 
American  Express  (AXP)  34 
American  International  (AIG)  112 
America  Online  (AMER)  22, 110, 
127 

Amerindo  Investment 
Advisors  100,101 
Ameritech  (AIT)  22, 34 
AMG  Data  Services  120 
Analog  Devices  (ADD  100 
AOM  126 

Apple  Computer  (AAPL)  134 
Arianespace  47 
Arnberger  Kim  Buxbaum  & 
Ctioy  50 

Arnhold  &  S.  Bleichroeder  104 
Ascend  Communications 
(ASND)  100,116 
Astiland  (ASH)  102 
AST  Researcti  (ASIA)  134 
AT&TO)  124 
Atmel(ATML)  100 
Autodesk  (ACAD)  40 
Avis  47 
Awicon  100 

B 


Baker  &  McKenzie  50 
Bancomer  104 
Bankers  Tnjst  (BK)  104,106 
BankLeumi  52 
Banque  Indosuez  112 
Barclays  de  Zoete  Wedd  100 
Baxter  Healthcare  (BAX)  91 
Bay  Networks  (BNET)  110,  111 
BEA  Associates  112 
Bear  Steams  (BSC)  102 
Bell  Atlantic  (BEL)  22 
Bell  Canada  22 
BellSouth  (BLS)  22,52 
Benchmark  Communications  6 
Bertelsmann  62 
Best  Buy  (BBY)  134 
Bezeq  Telecom  52 
BED  Productions  124 
Big  Apple  Onental  Tours  46 
Blxkbuster  Entertainment 

(BV)  47 
Boeing  (BA)  39 
Brandywine  Asset 

Management  102 
British  Ainways  (BAB)  126 
British  Sky  Broadcasting  (NWS)  62 
Brunswick  Recreation  6 
Builders  Square  44 
Burger  King  124 
Business  Obiects  100 


BZW  102,112 

BZW  Commodities  Trust  Fund  102 


Cables  Wireless  (CWP)  124 
Canal  Plus  62 
Capital  Research  76 
Cascade  Communications 
(CSCC)  100,116 
CGM  Realty  Fund  (CGMRX)  116 
Chevron  (CHV)  76 
Christians  Timbers  40 
Chrysler  (C)  66,84 
Cincinnati  Microwave  (CNMW)  47 
Cisco  Systems  (CSCO)  100 
Citibank  (CCD  92 
Citroen  84 

Coca-Cola  (KG)  104,111,112 
Cohen  &  Steers  Realty  Shares  116 
Columbia  Pictures  (SNE)  4 
Comcast  (CMCSK)  4 
Commonwealth  Edison  86 
Compagnie  Financiere  Edmond  de 
Rothschild  100 

Compaq  Computer  (CPQ)  34, 100, 
134 

Comparator  Systems  (IDID)  no 
CompUSA  (CPU)  34 
CompuServe  (HRB)  127 
Computer  Intelligence  34 
Connectix  22 

Continental  Airlines  (CAI  A)  126 
Continental  Cablevision  4 
Coopers  &  Lybrand  92 
Credit  Suisse  124 


Dataquest  (DNB)  134 
Dell  Computer  (DELL)  134 
Delphi  (GM)  66 
Delta  Air  Lines  (DAL)  126 
Delta  S  Pine  Land  (COTN)  102 
Deutsche  Bank  124 
Deutsche  Morgan  Grenfell  152 
DFI  International  39 
Diadora  America  70 
Digital  Equipment  (DEC)  134 
Digital  Video  Services  127 
Dow  Coming  91 
Dow  Jones  (DJ)  98 
Dreyfus  Aggressive  Growth 
Fund  120 

DRI/McGraw-Hill  (MHP)  30. 84 
Duff  S  Phelps  106 
DuPont  (DD)  91 


Eastman  Kodak  (EK)  4 
Eckerd(ECK)  124 
Edwards  (A.G.)  (AGE)  110 
El  A!  52 

Electronic  Data  Systems  47 
Eh  Lilly  (LLY)  134 
Enhro  52 
Enron  (ENE)  86 
Envirocam  4 
Epson  America  134 
Equitilink  Group  102 


Ericsson  (LM,)  (ERICNY)  124 

Eskimo  Pie  (EPIE)  47 

Excel  Communications  (EC!)  124 


Fidelity  Investments  10 
Fidelity  Magellan  Fund 
(FMAGX)  120 

Fidelity  Real  Estate  Investment 

Fund(FRESX)  116 
Fidelity  Select  Industrial  Materials 

Fund(FSDPX)  116 
Flla  70 

First  Quadrant  112 
First  Union  Capital 
Ford(F)  66,84,104 
Fore  Systems  (FORE)  100 
FPA  New  Income  Fund  (FPNIX)  106 
Freeport-McMoRan  (FRP)  102 
Fuisz  Technologies  (FUSE)  120 
Fu|i  4 

Fuiitsu  (FJTSY)  100, 134, 


Games  Borland  (GAIN)  124 
Gartner  Group  (GART)  30 
General  Motors  (GM)  31,47.66,84 
Giga  Information  134 
Goldman  Sachs  58,76,102 
Greenwood  Mills  91 
GTE  (GTE)  22, 124 
Guardian  Industries  66 


HSR  Block  (HRB)  127 
Havas  62 

Heidrick  S  Straggles  40 
Hewlett-Packard  (HWP)  40,112, 

124, 134 
HFS  47 

Hitachi  (HIT)  100,134 
Houlihan  Lokey  Howard  S 
Zukin  47 


IBM  (IBM)  34, 104, 127, 134 
IMC  Global  (IFL)  102 
Informix  40 
ING  Barings  104 
Intel  (INTO  100.134 
International  Data  134 
Intemational  Nickel  Indonesia  104 
International  Paper  (IP)  91 
Iomega  (lOMG)  110 


J.C.  Penney  (JCP)  44 
Jenoptik  58 

John  Hancock  Global  Technology 
Fund  100 
Jones  Intercable  4 
JSA  Research  39 
Juprter  Communications  127 

K 


Karstadt  70 

Kaufman  S  Broad  (KBH)  4 
Kety  Aluminum  Products  104 
Kleinwort  Benson  Securities  30 
KLM  126 


Kmart  (KM)  44, 106, 124 
Konica  4 

Koor  Industries  52 
Korea  Mobile  Telecom  104 
Krosno  104 


Ladenburg  Thalmann  110 
Lam  Research  (LRCX)  110 
Lehman  Brothers  (LEH)  106 
Limpert  Brothers  10 
Lindner  Dividend  Fund 
(LDDVX)  116 

Link/lntemational  Data  34 
Lloyd's  of  London  47 
Lockheed  Martin  (LMT)  39, 47 
Loomis  Sayles  106, 108 
Louisiana  Land  S  Exploration 
(LLX)  102 
LSI  Logic  (LSI)  100 
Lufthansa  126 
Lynx  Partners  110,111 

M 


Massachusetts  Financial 

Services  100, 106 
McDonnell  Douglas  (MD)  39,47 
McGraw-Hill  (MHP)  95, 149 
MCI(MCIC)  124 
Memll  Lynch  (MER)  4,102,106, 

112,114,127 

Merrill  Lynch  Developing  Capital 
Martlets  Fund  (MADCX)  104 
Metatools  100 
Meyers  Pollock  Robbins  124 
MFS  Communications  (MFST)  116 
Micron  Technology  (MU)  110 
Microsoft  (MSFT)  22,40,50,100, 
124, 127, 146, 

MMS  International  (MHP)  149 
Morgan  (J  P.)  (JPM)  106,112 
Morgan  Stanley  (MS)  66.100.102, 
152 

Momingstar  10, 116, 120 
Motorola  (MOT)  22,124 

N 


NatWest  Securities  (NW)  44,102 
Navellier  Aggressive  Growth 
Fund  120 

Navellier  Aggressive  Small  Cap 
Equity  Fund  (NASCY)  120 

NBA  6 

NEC  34,134 

Nestle  52 

Net  Assets  92 

Netscape  Communications 
(NSCP)  34,100,110 

NeubergerS  Berman  106 

Newco  62 

Newcourt  Credit  Groups  4 
NeXT  Computer  40 
NFL  6 

Nike(NKE)  70 
Nomura  104 

Northeast  Investors  Tmst  116 
Northern  Telecom  (NT)  127 
Northwest  Airlines  (NWAC)  126 
Novellus  Systems  (NVLS)  110 


Nuveentlohn)  92,106 
Nynex(NYN)  22 

O 


Oberweis  Micro-Cap  Fund  120 
Ontario  Hydro  86 
Open  Market  40 
Oppenheimer  102 
Oppenheimer  Global  Fund  104 
Oracle  (ORCL)  40 


Pacific  Gas  S  Electric  (PCG)  134 
Pacific  Telesis  (PAC)  22 
Packard  Bell  134 
PanAgora  Asset  Management  1 1 2 
Paragon  Capital  116 
Peugeot  84 

Pharmacia  S  Upjohn  (PNU)  38 
Philip  Morris  (MO)  47 
Philips  47 

Planet  Hollywood  110 
Polaroid  (PRO)  138 
Potash  102 
Power  (J.D.)  84 
Precision  Systems  (PSYS)  124 
Premier  Technology  100 
Presstek  (PRST)  110 
Prodigy  Services  127 
ProServ  92 
Putnam  10 

Putnam  Voyager  Fund  100 
PVS  Enterprises  46 


Rand  30 

Randolph  (Charles!  4 
Renault  84 

Republic  Industries  (RWIN)  47, 76 
RJR  Nabisco  (RN)  47 
Robertson  Stephens  Countries 
Fund  116 

Rockwell  International  (ROK)  39 


Saab  47 

Salomon  Brothers  104 
Sandals  Resorts  146 
Scudder  Stevens S  Clark  144 
Seagate  Technology  (SEC)  110 
Sega  of  America  124 
Seligman  Henderson  Global 
Technology  Fund  116 
Shell  (RO)  124 
Shiva  100,116 
Silicon  Systems  47 
Simat  Hellieson  &  Eichner  126 
Smith  Barney  44 
Sony(SNE)  4,34, 112, 124 
Southern  Califomia  Edison  91 
Spnnt  TeleMedia  (FON)  124 
Standard  &  Poor's  (MHP)  98, 120 
Starter  6 
Stem  Roe  144 
Stolper  116 
Stratacom  (STRM)  100 
Sun  Microsystems  (SUNW)  124 
Swisher  Intemational  (SWSH)  124 


Swissair  126 
Sybase (SYBS)  40 
Symantec  40 
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Tandem  Computers  (TDM) 
Target  Stores  (DH)  44 
TAT  Express  126 
Telebras  104 

Templeton  Developing  Maili}fi 
Fund  116 

Templeton  Growth  Fund  1l|liij»li 
Templeton  World  Fund  112  i 
Tenaga  104 

Texas  Instraments  (TXN)  4] 
3M(MMM)  91 
Time(TWX)  95 
Time  Wamer  (IWX)  127 
Toshiba  34,100,134 
Trinity  Capital  Partners  lOi 
T  Rowe  Price  102, 144 
T  Rowe  Price  New  Era  Fun( 
(PRNEX)  116 

T  Rowe  Price  Science  &Te  | 
Fund(PRSCX)  116 
TWA  (TWA)  126 
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Umbro  Intemational  70 
Unilever  104 
United  Airlines  (UAL)  128 
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United  Engineers  Malaysii  [SftUMi 
United  Science  &  Technoki 
Fund  116 

United  Services  Advisors 
(USVSP)  120 
United  Services  Global  Ri 
Fund(PSPF)()  116 
USA  Waste  Services  (UW) 
U.S.  Robotics  (USRX)  22 
USWest(USW)  22  J 
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ValuJettVJET)  37 
Van  Eck  Global  Fund  102jT«i5r.CA|)D 
Vanguard  Intemational  E(j(| 
Fund  116 
VentureOne  40 
Vicorp  124 
Volkswagen  84 
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Weddings  the  Island  Way 
Wells  Fargo  (WFC)  134 
WestinMaui  146 
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WPG-Hennessee  Hedge  fjjjj' 
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Lehman  Brothers 
Treasury  Index 

52-week  change 

-5.5% 


t-week  change 

-0.1% 


May  29-June  5 


1-week  change 

-0.5% 
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Latest 

Week 

52-week 

FUNDAMENTALS 

Latest 

Week  ago 

Year  ago 

5697.5 

0.4 

27.7 

90-DAY  TREASURY  BILL  YIELD 

5.21% 

5.18% 

5.76% 

242.4 

1.5 

25.9 

30-YEAR  TREASURY  BOND  YIELD 

6.95% 

6.94% 

6.55% 

363.6 

1.2 

32.3 

S&P  500  DIVIDEND  YIELD 

2.10% 

2.13% 

2.51% 

389.3 

1.6 

28.4 

S&P  500  PRICE/EARNINGS  RATIO 

19.7 

19.4 

16.4 

Latest 


%  change  (local  currency) 
Week  52-week 


TECHNICAL  INDICATORS 


Latest 


Week  ago  Reading 


3755.2 
21,881.4 
5194.9 


-0.5 
-0.6 
-0.3 


11.4 
39.6 
16.1 


S&P  500  200-day  moving  average  619.6  616.8  Positive 

Stocks  above  200-day  moving  average          66.0%         67.0%r  Neutral 

Speculative  sentiment:  Put/call  ratio            0.54            0.56  r  Negative 

Insider  sentiment:  Vickers  sell/buy  ratio         2.24            2.22  Neutral 
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BLOOMBERG  FINANCIAL  MARKETS 


%  change 
1-month  12-nionth 


Strongest  stock  in  group 


%  change 
l-month  12-month 


Price 


TURED  HOUSING 

19.3 

41.0 

FLEETWOOD  ENTERPRISES 

19.3 

41.8 

30 '4 

Y  APPAREL  RETAILERS 

14.1 

51.8 

GAP 

18.7 

109.8 

34^8 

NKS 

13.5 

49.0 

COCA-COLA 

16.6 

52.8 

46^2 

13.3 

33.0 

PHILIP  MORRIS 

14.2 

37.2 

101^8 

12.3 

51.1 

ELI  LILLY 

18.1 

72.9 

65^8 

H LAGGARDS 

%  change 
1-month  12-month 

Weakest  stock  in  group 

%  change 
1-month  12-month 

Price 

TOOLS 

-9.6 

-6.8 

CINCINNATI  MILACRON 

-10.1 

-10.5 

23^8 

-8.1 

-4.4 

INLAND  STEEL  INDUSTRIES 

-14.6 

-26.5 

20 '/2 

RODUCTS 

-5.6 

3.7 

BOISE  CASCADE 

-12.7 

21.9 

41^8 

-5.0 

22.8 

PHELPS  DODGE 

-9.9 

20.2 

67 

STING 

-3.5 

13.0 

TELE-COMMUNICATIONS 

-4.6 

15.6 

18'/. 

LFONDS 


MORNINGSTAR  INC 


otal  return 


I  CAPITAL  APPRECIATION 
STRATEGIC  GOLD 
OPPORTUNITY 

:al  return 


% 


16.0 
11.6 
11.0 
% 


K  SMALL  CAP  EQUITY  A  104.8 
iMALL  CAP  EQUITY  97.3 
.ECT  EQUITY  91.9 


LAGGARDS 
Four-week  total  return 


MATTHEWS  KOREA 
PIONEER  INDIA  A 
CAPSTONE  NEW  ZEALAND 

S2-week  total  return 


STEAOMAN  TECHNOLOGY  GROWTH 

STEAOMAN  INVESTMENT 

EV  MARATHON  GREATER  INDIA 


% 


-7.7 
-6.2 
-5.2 
% 


-11.2 
-9.6 
-8.0 


I  S&P  500 


4-week  total  return 


Average  fund 
52-week  total  return 
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U.S.  stocks 
$12,913 

-t-0.05% 


Foreign  stocks 

$11,749 

-1-0.37% 


nil 


Money  market  fund 

$10,538 

-hO.11% 


DRI/McGRAW-HILL 


Gold 

$10,417 

-0,29% 


Treasury  bonds 

$9,941 

-1.88% 


;  page  are  as  of  market  close  Wednesday,  June  5,  1996,  unless  ottierwise  indi-  of  market  close  June  4,  Mutual  fund  returns  are  as  of  May  31.  Relative  portfolios  are  valued 
groups  include  S&P  500  companies  only;  performance  and  share  prices  are  as      as  of  June  4.  A  more  detailed  explanation  of  this  page  is  available  on  request.  r=revised 
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POLITICS  AND 
THE  STOCK  MARKET 

Summer's  almost  here.  The  birds  are  singing,  the  com  is  ris- 
ing, and  the  economy. . . .  What's  happening  to  the  economy? 
Wall  Street  is  torn  between  two  types  of  true  believers:  those 
who  think  wages  and  inflation  are  rising,  sending  stocks  down, 
and  those  who  think  the  opposite.  Who  turns  out  to  be  right 
depends,  at  least  partly,  on  the  battle  between  Bob  Dole  and 
Bill  Chnton. 

The  Street  fight  is  typified  by  two  economists.  In  one  cor- 
ner is  Morgan  Stanley  &  Co.  chief  economist  Stephen  S. 
Roach,  who  recently  declared  that  a  new  worker  backlash  is 
in  the  works  and  that  productivity  gains  in  the  '90s  are  a  mi- 
rage. His  prechction?  Consumer  price  index  inflation  jumps  to 
4%  in  1997,  long  rates  hit  8%,  and  the  Dow  Jones  industrial 
average  loses  1,000  points  over  the  next  18  months. 

In  the  other  comer  is  chief  economist  Edward  E.  Yardeni  of 
Deutsche  Morgan  Grenfell.  He  believes  that  global  competition 
will  keep  unit  labor  costs  low  and  that  productivity  grovi^h  is 
real  but  is  not  showing  up  in  the  numbers.  His  prediction?  In- 
flation falls  to  2%  in  1997,  bond  yields  return  to  6%,  and  the 
Dow  sets  new  records  on  its  path  to  10,000  by  the  year  2000. 

Roach  is  probably  right  that  wages  will  rise  at  a  faster 
rate.  But  those  gains  need  not  lead  to  inflation,  because 
Yardeni  is  probably  right  about  productivity  growth.  In  fact, 
we  think  Yardeni's  optimistic  Dow-10,000-by-2000  prediction 
has  a  long-shot  chance.  But  the  fight  to  balance  the  U.  S.  bud- 
get will  determine  the  direction  of  inflation,  growth,  and  the 
stock  market  in  the  months  ahead.  And  that  battle  is  no 
longer  being  fought  in  Congress  but  by  advisers  in  the  cam- 
paigns of  the  Presidential  candidates.  The  old  Bob  Dole  was 
a  serious  cheapskate  and  budget-balancer.  The  new  Bob  Dole 
is  being  counseled  to  just  cut  taxes.  The  old  Bill  Clinton 
was  willing  to  battle  his  own  Democratic  Party  constituencies 
to  try  to  refluce  the  deficit.  The  new  Clinton  matches  Dole  tax 
cut  for  tax  cut. 

If  the  old  Dole  and  Chnton  lose  out  to  the  new  Dole  and 
Clinton,  the  historic  moment  for  reducing  the  U.  S.  budget 
deficit  will  be  lost.  An  '80s-style  orgy  of  spending  and  debt 
could  follow,  to  be  paid  for  by  future  generations.  Then 
again,  deficit  reduction  just  might  return  to  center  stage. 
We  hope  the  right  choice  is  made. 


PIRACY:  GET  READY 
FOR  A  LONG  FIGHT 

The  U.  S.  is  fighting  the  good  fight  with  China  over  intel- 
lectual-property rights.  Pirated  audio  cos,  laser  disks, 
video  CDS,  and  cd-roms  increasingly  are  flooding  intemation- 
al  markets,  costing  the  U.  S.  in  exports,  profits,  and  jobs.  The 


Clinton  Administration  is  right  to  make  Beijing  o 
sweat  over  the  prospect  of  $3  billion  in  possible  sanctions 
may  be  imposed  on  June  17  if  China  does  not  succeed 
trolling  the  licensed  plants  cranking  out  counterfeit  so 
But  Washington  should  take  note  that  even  if  Beijing  si 
agreement,  the.  issue  won't  disappear.  The  U.S.  musi 
proach  counterfeiting  as  a  long-tenn  problem  requiring 
stant  attention  and  pressure — not  only  in  China  but  a' 
India,  Mexico,  and  a  host  of  other  countries. 

The  problem  of  pirated  goods  in  China  is  staggering 
50).  Economic  decentrahzation  has  empowered  people 
local  level  to  make  money — and  counterfeit  CDs  and 
ware  are  huge  cash  cows.  Anyone  involved  in  counterff 
from  the  factory  to  the  wholesalers  to  the  distributors,  ri 
a  huge  profit.  Powerful  interest  groups,  such  as  the 
pie's  Liberation  Army,  have  every  reason  to  protect  tl 
rates  since  they  are  beheved  to  get  healthy  kickbacks 
good  news  is  that  interest  groups  fed  up  with  piracy 
forming  in  China.  The  country's  own  publishing,  software 
music  industries  are  taking  even  bigger  hits  from  tl 
rates  than  their  U.  S.  counterparts. 

The  surge  in  pirated  software  and  cos  into  global  ma 
must  be  stopped.  It's  laudable  that  the  U.S.  has  selec 
well-defined  gi'oup  of  violators  and  pushed  the  Chinea 
to  crack  down.  The  Office  of  the  U.  S.  Trade  Represent 
has  done  its  homework,  singling  out  factories  suspei 
piracy  and  demanding  action.  But  by  any  reasonabl 
mates,  it  will  take  Beijing  at  least  a  decade  (or  more 
two)  to  wipe  out  piracy.  Washington  must  be  prepared 
ker  down  for  the  long  haul. 


THE  ONLY  CURE 
FOR  MEDICARE 


aven't  we  been  here  before?  The  June  5  report 
Medicare's  tmstees,  predicting  that  the  health-carj 
gram  for  senior  citizens  will  go  broke  early  in  2001,  spo 
the  consequences  of  Washington's  partisan  bickering.  Coj 
and  the  Administration  knew  last  year  that  the  Mej 
trast  fund  was  headed  towai'd  bankmptcy.  Then  Ri 
cans  linked  reductions  in  future  Medicare  spending  to 
cut  package,  and  Democrats  launched  a  "Mediscare' 
paign  to  block  the  GOP  budget  plan. 

Now  default  looms  even  closer.  With  less  than  five  ye 
reforms  to  take  hold,  Washington  may  have  to  divert 
into  Medicare,  perhaps  from  the  Social  Security  trust  fur 
any  such  "borroAving"  is  an  accounting  fiction:  Every 
Medicare  spends  is  yet  another  dollar  added  to  the  def 
The  surest  way  to  control  Medicare's  rapid  gro' 
to  introduce  market  incentives  to  induce  seniors  int( 
aged  care.  Price  controls  haven't  cut  costs  or  curbed 
And  auditors  say  fraud  could  total  10%  of  Medicare 
ing.  What  works  for  America's  workers  can  work  for 
ica's  retirees.  1 
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"The  true  standout  is 
Texas  Instruments'  TravelMate  5000. 

PCALujiuiiif.  AiiijiuH  1995 


"The  TI  TravelMate  5000 
will  shatter  any  notion  you  may 

have  about  notebooks  being 
too  underpowered  to  compete..." 

PCMagcvdne,  Augiuit  1995 


"...all  the  way  around,  the 
TravelMate  5000  makes  a  top-notch 
desktop  replacement." 

PC  Computing,  Aiujiut  1995 


s  and  the  Windows  logo  are  registered  trademarks  ol  A\icrosott  Corp.  01^96  TI. 
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D 
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The  performance  of  the  Trav.  ■ 
5000  family  has  got  people  !al!;K.g. 
And  no  wonder.  Take  our  new,  133MHz 
TravelMate  5300.  It  comes 
with  the  maximized  Pentium 
technology  that  is  only 
possible  From  full  PCI  bus  III  L  iSl 
architecture.  Its  battery  life  is  amazing, 
even  handling  the  tough  jobs  like  multi- 
tasking. The  hard  drive  is  an  awesome 
1.2GB.  The  video  RAM  is  a  full  2MB  for 
enhanced  performance,  instead  of  just 
1MB  like  most  competitors'. 

And  all  TravelMate  5000  Series  notebooks 
come  with  lithium  ion  batteries,  powerful 
Pentium  processors,  PCI  engineering  and 
support  a  full  range  of  DockMate™  docking 
solutions  for  maximized  productivity.  Call 
us  for  a  quote.  1 -800-TI-TEXAS.  And 
start  doing  extraordinaiy  things.  Internet: 
http://www.ti.com  E-mail:  2ti@msg.ti.com 

Texas 
Instruments 


/ill  the  internet  bring  an  end  to 
usiness  computing  as  we  Icnow  it? 


)t  at  all.  It'll  simply  knock  down  the  walls  between  people,  between  departments,  even  between  companies. 

e  oromise  of  the  Internet,  while  intoxicating  to  some,  is  threatening  to  others.  Because  along  with  the  unlimited 
cess  and  opportunity  it  provides,  comes  the  need  for  new  strategies  and  new  technologies.  Happily,  you  may 
eady  have  much  of  what  you  need  in  place.  And  to  help  you  incorporate  the  Internet  into  your  business  operations, 
crosoft'"  is  integrating  Internet  technology  across  much  of  its  product  line. 

Our  latest  generation  of  Windows®  operating  systems,  for  example,  have  Internet  "plumbing"  built  right  in. 
gether  with  Microsoft  Internet  Explorer,  our  free  web  browser  for  both  the  Windows  platform  and  the  Macintosh,' 
5y  let  employees  search,  read,  and  retrieve  information  wherever  it  resides. 

We've  also  made  it  easy  to  create  information  for  the  Internet.  Our  web  authoring  tools  look  and  act  much  the  same 
our  other  tools.  So  if  you  want  to  put  up  a  web  site  to  market  your  business,  your  guys  in  IS  won't  be  scratching 
sir  heads  trying  to  learn  new  programming  languages.  And  once  your  site  is  up,  we  provide  everything  you  need  to 
ep  it  up  and  keep  outsiders  out.  We  can  even  show  you  how  to  make  sending  e-mail  over  the  Internet  as  secure  as 
nding  it  down  the  hail. 

Marketing  isn't  the  only  reason  to  have  a  web  site;  it's  also  an  incredibly  powerful  way  to  share  information  within 
ur  company.  By  creating  an  internal  web  —  an  intranet  —  you  can  provide  employees  with  access  to  whatever 
ormation  they  need.  From  business  plans  to  HR  policies,  employees  can  find  what  they  want  quickly  and  intuitively, 
at's  because  the  latest  generation  of  Microsoft  Office  applications,  along  with  Internet  Assistants,  let  you  embed 
ks  within  documents  to  tie  files  together  logically,  contextually.  So  there's  no  more  corporate  maze,  no  more 
rporate  run-around. 

Yes,  the  walls  are  coming  down,  but  it's  not  the  end  of  business  computing.  Just  the  next,  most  practical  evolution, 
see  how  easy  it  is  to  get  your  company  wired,  visit  http://www.microsoft.com/internet/gol4/ 


996  Microsoft  Corporation.  All  rights  reserved.  Microsoft  and  Windows  are  registered  trademarks  and  Where  do  you  want  to  go  today''  is  a  trademark  of  Microsoft  Corporation. 
;intosh  is  a  trademark  of  Apple  Computer,  Inc. 
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gadgets  that  will  bring  the 
masses  into  the  Digital  Age 
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Up  Front 


EDITED  BY  LARRY  LIGHT 
STREET  NEWS 

MAYBE  AL  WAS 
JUST  LUCKY 

SENATOf;   ALFONSE  d'aMATO 

(R-N.  Y.)  had  noted  success 
with  a  young  broker  at  the 
Stratton  Oakmont  fii'm.  But 
some  of  broker  David  Beall's 
other  customers  have  lodged 
complaints  against  him. 

In  June,  1993,  D'Amato  en- 
tiaisted  $18,000  to  Beall,  an 
old  friend's  son-in-law.  Within 
a  few  days,  Beall  had  tripled 
D'Amato's  money  via  an  in- 
vestment in  a  Stratton  Oak- 
mont underwriting.  Three 
months  later,  after  trading 


TALK  SHOW  UThose  who  believe  my  age  is  ...  a  reason  n; 
to  vote  for  me  have  been  silenced." 

— Strom  Thurmond,  93,  winning  the  South  Carolina  GOP 
primary  for  his  Senate  seat  over  two  younger  challengers 


losses,  D'Amato 
closed  out  his 
account  with 
$29,000.  In  the 
subsecjuent  po- 
litical uproar, 
D'Amato  denies 
that  he  got  spe- 
cial treatment. 

National  As- 
sociation of  Se- 
curities Dealers 
records  show 
Beall  has  logged 
eight  customer  complaints 
since  1992,  alleging  such  vio- 
lations as  misrepresentation. 
One  was  dismissed;  seven 
await  disposition.  A  recent 
NASD  sui-vey  found  that  only 


D'AMATO:  Made  a  killing 


about  700  of  the  500,000  reg- 
istered brokers  have  seven  or 
more  complaints. 

Beall  joined 
Biltmore  Seciui- 
ties  last  yeai-  af- 
ter it  bought 
Stratton  Oak- 
mont's  Bethesda 
(Md.)  office, 
which  hired  him 
m  1989.  Stratton 
Oakmont,  which 
the  SEC  has  dis- 
ciplined for  its 
sales  practices, 
says  it  has  cleaned  up  its  past 
misdeeds.  Beall  couldn't  be 
reached,  and  a  Biltmore 
lawyer  said  only  that  the 
firm's  compliance  rules  are 
strict.       Michael  Schroeder 


WHEELER-DEALERS 


FROM  BIO-WHIZ  TO  BIO-DEADBEAT? 


FINANCIER  DAVID  BLECH,  THE 

former  biotech  wizard  whose 
investment  firm  failed  in 
1994,  is  broke.  Or  is  he? 
Some  of  his  creditors  say  he 
has  been  reaping  a  bonanza 
from  old  equity  stakes  in 
biotech  outfits.  And  they 
want  some  of  the  boodle. 

His  6%  stake  in  Alexion 
Pharmaceuticals,  which  went 
public  in  P^bruary,  is  now 
worth  $4.2  million.  Four  ex- 
brokers  for  D.  Blech  &  Co. 
are  asking  a  judge  to  enforce 
NASD  awards  for  back  j^ay  to- 
taling  almost   $1  million, 
which  they  say  he  personally 
guaranteed.  Blech's  po- 
sition is  that  the  brokers  BLECH:  Miuii  on 
didn't  perform  their  du-  tangled financo 
ties,  which  they  deny. 


Blech  once  provided  capital 
for  dozens  of  small  biotech 
startups  in  return  for  equity. 
But  in  late  1994,  amid  a 
biotech  market  downturn,  D. 
Blech  &  Co.  lost  its  broker- 
dealer's  license  when  it  could- 
n't meet  capital  requii'ements. 
Since  then,  the  market 
has  recovered  and 
the  success  of  such 
"Blech  companies" 
as  Alexion  con- 
vinces his  credi- 
tors that  he's 
in  good 
shape  again. 
Says  the 


lawyer  for  the  foi-mer  Blech 
brokers,  Lloyd  Schwed  of 
Hertz,  Schram  &  Saretsky  in 
West  Pabn  Beach:  "David  has 
told  me  for  two  years  he's 
broke,  but  he  sure  isn't." 

The  finances  of  Blech,  who 
declined  to  comment,  are  tan- 
gled. He  has  several  trusts 
set  up  for  liis  remaining  hold- 
ings in  biotech  and  other  se- 
curities— one  for  his  young 
son.   Schwed  alleges  that 
Blech  controls  the  trusts 
and  benefits  from  the  mil- 
lions that  they  spin  off  in 
income. 

A  close  associate  of 
Blech  says  that  proceeds 
from  the  trusts  are  ear- 
marked  for  such  large 
creditors  as  Citibank,  to 
which  Blech  once  owed 
$50  million.  Citi  is  mum 
/^H  on  that  debt's  current 
^1  status.  □ 


l-WAY  PATROL 

NETSCAPE 
WASNT  ENOUGH 


ONCE     AN  ENTREPRENEll 

always  an  entreprenei 
James  Clark  is  already  a 
per  billionaire  after  taking 
ternet  star  Netscape  pubj 
last  year.  That  followed  li 
1981 "  founding  of  Sihcl 
Graphics,  now  a  $3  billii 
computer  maker. 

Well,  Clark  is  about  ' 
launch  yet  another  startu 
On  June  18, 
he  will  unveil 
Healthscape, 
an  online  ser- 
vice to  help 
doctors,  insiu- 
ers,  and  pa- 
tients ex- 
change data 
and  do  busi- 
ness over  the 
Internet.  Al- 
ready, it  says 
it  has  signed 
up  one  un- 
named  health  insurer 

Clark  and  three  ventui 
capitalists  are  investing 
million.  Although  Clark 
chairman  of  both  Healthscaj 
and  Netscape,  the  two  ai 
sepai-ate.  Netscape  will  rema 
his  main  job.  Healthscape  e: 
pects  to  name  a  ceo  soon. 

The  new  software  is  bas€ 
on  Netscape's  Navigator,  tl 
most  popular  Web  browse 
Healthscape's  target:  a  pieo 
of  the  $150  billion  si)ent  yearl 
on  health-care  administratioi 
One  big  challenge  will  be  ge 
ting  eveiyone  to  keep  recorc 
the  same  way.         Roh  Ho 


CLARK:  S'eni, 
for  sawbomi 


CAR  TALK 

AND  THE  GOOD  NEWS 
IS-NO  COMMENT!' 

ONE  REASIJN  .IllHN  ANODA  WAS 

hired  as  General  Motors' 
communications  veep  is  to 
mend  frayed  press  relations. 
The  former  Levi  Strauss  PR 
chief,  who  anives  on  Jime  24, 
will  find  CM  is  touchv  even 


when  delivering  good  news. 

The  company  jjiivately  ad- 
mits there's  a  media  problein. 
Its  handling  of  a  I'ecent  event 
shows  why.  Chairman  Jack 
Smith  and  Vice-Chainnan  Hai'- 
ly  Pearce  flew  to  Indianapolis 
June  7  for  the  announcement 
of  gm's  $275  million  investment 
in  a  transmission  plant.  After 
the  pair's  brief  prepared  re- 
mai-ks,  handlers  whisked  them 


away  before  reporters  could 
get  neai'.  (M  says  questions  on 
issues  such  as  upcoming  labor 
talks  could  have  disti-acted  at- 
tention from  the 
plant  news. 

Indeed,  the  talks 
have  made  all  Big 
Three  execs  skit- 
tish about  off-the- 
cuff  remarks.  Still, 
that    didn't  stop 


Chrysler    Chairman  Bo 
Eaton  from  mingling  wit 
reporters  at  the  company 
i  new  headquarters  dedicatio 
on   June    5.  An 
Ford's  Alex  Trot 
man  lunched  wit 
reporters  the  nex 
day,  addressing  ser 
sitive  subjects — Is 
bor  talks  included. 
Kathleen  KerwV' 
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AIKT  900  Service  takes  your  customer  support  costs 
out  of  the  left  and  into  the  right. 


Is  your  customer  support  costing  too  much  money?  An  AT&T  900  number  turns  it  into  a  sendee  that 
pays  for  itself.  Now  you  can  soh-e  your  customers'  problems  while  you  solve  one  of  your  own.  ATxT  900  Service. 
It  puts  your  customer  support  costs  back  in  the  black.  Which  keejis  you  from  seeing  red. 
CALL    1    800    655-1366    Ext.  669    http://wii'ir.(itt.ami/ business/ WOsenices 

AT&T.  For  the  life  of  your  business; ' 


AT&T 


Up  Front 


RETAIL  TALES 


BOUGHT  A  VIDEOTAPE  LATELY? 


THE  VIDEOTAPE  INDUSTRY  IS 

blinking  "12:00."  A  growth 
market  during  the  dawn  of 
the  VCR  in  the  1980s,  video- 
tapes now  suffer  fi-om  a  glut. 
People  are  recording  over 
their  used  ones  instead  of  buy- 
ing more.  An- 
other culprit 
is  the  Inter- 
net's rise  as 
alternative  en- 
tertainment, 
says  Tim  Sul- 
livan, tape 
maker  TDK's 
mai-keting  "-^^>J» 
vice-pr-esident.  M/ 

In  1993,  luiit  sales  began  to 
flatten  and  dollar  volume 
to  cb"op.  Piices  were  cut  in  a 
vain  bid  to  prop  up  sales.  A 
tape  today  costs  $2.66,  down 
27%  from  thi'ee  years  ago. 
Revenue  dipped  5.4%  in  1995, 
to  $563  million,  and  1%  in 
1996's  fii-st  quaiter,  to  $128  mil- 
lion, says  the  Consumer  Elec- 
tronics Manufacturers  Assn. 

The  tape  industry  is  as 


vexed  over  this  situation  as 
some  folks  are  about  pro- 
gramming their  VCRS.  In  fact, 
3M  plans  to  pull  out  of  video- 
tapes— and  audio  tapes — al- 
together by  yearend. 
(Overabundance  has 
also  kept  sales  of 
blank  audio  cas- 
settes flat.) 
"No  one  is 
making  much 
money,"  says 
Ray  Richele- 
sen,  a  3M 
vice-president. 
Yet  all  is  not 
gloomy  among  tape 
producere.  The  industiy  hopes 
for  a  turnaround  in  coming 
yeai's  with  the  advent  of  high- 
er-resolution digital  tapes. 
Meanwhile,  sales  of  prere- 
corded videotapes  are  doing 
well.  They  climbed  16%  last 
year,  to  $7.3  billion,  on  the 
strength  of  a  constant  stream 
of  movies  released  on  video, 
which  go  for  about  $30  a  pop. 

Randi  Feigenbmim 


DRAWN  &  QUARTERED 


DEREGULATION  NATION 


FUTURE  SHOCK:  A  LOWER  ELECTRIC  BILL 


DEREGULATION  OF 

utilities  should  cut 
electricity  bills  2%  a 
year  for  consumers 
and  4%  for  industrial 
customers  thi'ough  ^ 
decade's  end.  Maldng 
this  forecast — one  of 
the  fii*st  times  precise 
numbers  have  been 
put  on  deregulation's 
benefits — is  someone 
with  a  strong  track 
record.  Dale  Steffes,  president 
of  Houston-based  Planning  & 


GRID:  Feds  out 


EAST  MEETS  WEST 

ALIEN  DOCS  SUB  FOR 
UFOs  IN  JAPAN 

CBS's    CHICAGO    HOPE  HAS 

played  second  scali:)el  to  nbc's 
ratings  champ  er  in  the  U.  S. 
But  there.'s  greater  hope  for 
Hope  in  Japan.  The  Tokyo- 
based  network  TV  Asahi  just 
started  substituting  the  also- 
ran  doc  drama  for  The  X- 


ARKIN:  Summer  stock 

Files,  its  cult  hit  in  the  juicy 
8-9  p.m.  Wednesday  slot. 

Chicago  Hope's  debut 
episode  was  encouraging, 
landing  it  among  the  top  30 
shows  in  Japan,  where  The 
X-Files  consistently  ranks. 
The  X-Files,  which  started 
airing  there  this  past  season, 
is  going  into  summer  hiatus 
because,  analysts  say,  the  net- 
work doesn't  want  it  to  be- 
come overexposed. 

Can  a  medical  show  hold 
a  sci-fi  thriller's  audience? 
Doctoi'  programs  have  been 
out  of  style  in  Japan  lately. 
Well,  Asahi  producer  Saeko 
Matsuda  says  Chicago  Hope 
has  a  thematic  similarity:  the 
fear  factor.  Namely,  viewers' 
fear  of  the  death  and  pain 
found  in  hospitals. 

Chicago  Hope,  whose  en- 
semble cast  includes  Adam 
Arkin  and  Christine  Lahti, 


was  a  respectable  24th  in 
America's  1995-96  ratings  (vs. 
er's  No.  1).  In  Japan,  Asahi 
takes  cheer  because  almost 
all  The  X-Files'  advertisers 
stayed  for  Chicago  Hope, 
paying  about  $82,000  per 
minute.     Edith  Hill  Updike 


Forecasting  Cons 
tants,  was  called 
oil  patch's  Cassan(ji 
for  his  dead-on  p 
dictions  of  tumbli 
oil    prices  in 
1980s. 

Steffes  says  deri 
ulation  should  reti 
$30  billion  to  cq 
sumers  by  2000,  e 
as  overall  energy 

  climbs  4%.  Beyo 

that,  he  expects  $7  billi 
from  lower  oil  pi'ices.  Si 
1986,  average  electrici 
prices  have  risen  1.8%  a  ye 
Last  year-.  Congress  got  t 
feds  out  of  overseeing  int( 
state  transmission,  leading 
the  easy  sale  of  cheaper  pow 
nationally.  Most  states  are  ej 
ing  following  suit  vrithin  thi 
borders.     Gary  McWillia') 


THE  BIG  PICTURE 


MEDICAL  BILLS.  BY  GENDER 


Health-care  costs 
mount  as  you  age.  But 
the  rate  of  increase  differs 
by  sex.  Women  spend  about 
one-third  more  until  age  45, 
mainly  due  to  pregnancy.  At 
the  onset  of  old  age,  though, 
men's  bills  are  the  highest 
because  they  suffer  cata- 
strophic illnesses  sooner. 


AVERAGE  HEALTH- 
CARE COSTS  PER 
PERSON  IN  1995 

■  MEN 

■  WOMEN 


15-29    30-44    45-59  60-74 
YEARS      THOUSANDS  OF  DOLLARS 
DATA  WATSON,  WYAH  WORLDWIDE 


FOOTNOTES  Top  car-leasing  nations  by  1995  global  share:  U.S.,  54%;  Germany,  1 2%;  Britain,  1 0%;  France,  3%;  Japan,  3% 
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Good  Cjiiestion.  Tliat'.s  wliy  we  created  Financial  Fitness  to  lielp  tind  an,sweri. 

Financial  Fitness  is  a  simple,  live-step  proQfiain  tliat  starts  witli  a  conversation.  Just  yon  and 
an  Ecjuitalile  rejiresentative.  Toe[etlier  yon  assess  your  situation,  set  your  priorities,  lind  a  strategy, 
plan  your  next  steps  and  keep  your  strategy  updated. 

No  miracles.  No  liype.  Just  common  sense.  And  a  nagging  question  linally  oil  your  mind. 

W^liy  not  ^et  in  toucli  witli  us  today.  And  start  getting  a  better  liandle  on  tomorrow. 

^1  EQUITABLE 

Ptnrei  Over  Tomorrow'"' 


T  H  E    D  R  K  A  D  B 

TO-DO"  LIS 


^  E    E  y  E  R  \'  D  A  Y 

ONQUEROR. 


PATRICIA  BOUCHILLON, 
JIMMY  OWNER 
Competitive  equestrienne. 
Makes  own  jewelry. 
Into  biking,  skiing  and  working  out. 
Pursuing  Master's  in  Clinical  Psychology. 
Husband:  Mark. 
Cat:  Derby.  Horse:  Parable. 


JIMMY  SLT 

Cargo  space  accommodates  all  riding  gear. 
Luxury  and  style  for  formal  occasions. 
Bikes  fit  easily  in  back  or  on  available  rack. 
Available  shift-on-the-fly  four-wheel  drive 
helps  ensure  perfect  attendance  at  classes. 


<94 


]  I  MMY 


,1  COMFORTABLY 
IN  COMMAND' 


USA 

36  use  380 

Official  Sponsor  ot  the 
1996  U.S.  Olympic  Team 
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INFLATION-NEUTRAL  BONDS: 
THE  PLUSES-AND  MINUSES 

Dean  Foust's '  "These  bonds  could 
blow  up  in  Uncle  Sam's  face"  (News: 
Analysis  &  Commentary,  June  3),  on 
the  Tr-easury's  proposed  inflation-pro- 
tection securities,  errs  in  raising  the 
specter  of  a  large  liability  for  the  gov- 
ernment in  the  event  that  inflation  in- 
creases. If  that  happens,  the  govern- 
ment's revenues  lise  as  well.  This  gives 
the  Ti-easury  i-esources  to  pay  higher 
interest  costs.  Indeed,  the  Treasury's 
costs  are  already  exposed  to  inflation, 
since  more  than  one-third  of  the  coun- 
try's debt  rolls  over  every  year. 

He  also  errs  in  alleging  that  indexed 
bonds  will  encourage  investors  to  care 
less  about  inflation.  First,  while  infla- 
tion-protected bonds  are  ideally  suited 
to  some  investors'  needs,  there  are  cur- 
rently over  $5  trilhon  in  nominal  bonds 
outstanding,  as  well  as  countless  other 
financial  assets  whose  value  is  threat- 
ened by  inflation.  There  are,  as  well, 
tens  of  millions  of  Americans  who  live 
on  fixed  nominal  pensions.  These  anti-in- 
flation constituencies  are  likely  to  dom- 
inate the  political  debate.  Issuing  these 
bonds  is  more  likely  to  reduce  inflation 
than  to  promote  it.  A  government  that 
sells  inflation-protection  secmities  is  like- 
ly to  keep  a  tight  rein  on  inflation. 

To  date,  the  United  Kingdom,  Cana- 
da, Sweden,  and  Australia  have  suc- 
cessfully introduced  variations  of  in- 
dexed bonds  and  all  have  cut  boiTowing 
costs  as  a  result.  All  told,  these  securi- 
ties represent  a  win-win  situation  for 
American  savers  and  taxpayers. 

Lawi'ence  H.  Summers 
Deputy  Secretary  of  the  Treasury 
Washington 

Anything  that  seduces  the  public  into 
behoving  they  are  insulated  from  finan- 
cial mismanagement  is  a  bad  idea  ("Ru- 
bin Bonds  are  a  bad  idea,"  Editorials. 
June  3).  Increasing  the  federal  deposit 
insurance  from  $10,000  to  .$40,000  to 
$100,000  per  account  led  millions  of  de- 
positors to  believe  they  could  not  be 
affected  by  the  business  practices  of 


their  banks.  It  is  not  far-fetched  to  spt 
ulate  that  had  depositors  felt  that  the 
own  money  was  at  risk,  instead  of  t! 
Federal  Deposit  Insm^ance  Corp.'s,  pu 
lie  opinion  would  have  led  to  tight 
reins  on  bank  poUcies  and,  ultimately, 
far  fewer  bank  failures.  To  the  extei 
that  Rubin  Bonds  may  diminish  publ 
awareness  of— and  opposition  to — infl 
tion,  they  are  simply  not  worth  the 
negligible  benefit. 

Bruce  L.  Goldsti 
San  Anton 

NO  BOTTOM-LINE  NUMBERS 
FROM  MEDCATH 


Your  article  implies  that  an  officer 
MedCath  conveyed  to  your  r-eporter  e 
timates  of  revenues  and  pretax  pr-ofits 
the  McAllen  Heart  Hospital  ("Helpii 
hands  for  the  heartsick,"  Cover  Stor 
May  27).  The  reporter  was  provide 
witli  only  limited  infoi-mation  about  oi 
financial  model  for  a  heart  hospital.  I: 
was  given  no  information  or  estimat( 
regarding  the  revenues  or  profits  of  tl 
McAllen  Heart  Hospital.  The  compar 
has  not  and  will  not  comment  on  thoi 
types  of  estimates. 

Stephen  R.  Puck© 
Presidei 
MedCath  In 
Charlotte,  N.  ( 
Editor's  note:  BUSINESS  WEEK  obtaim 
estimated  revenues  and  pretax  profi] 
from  an  analyst. 

AN  AUTOCRACY  AT  APPLE 
WONT  WORK 


If  CEO  Gilbert  Ameho  intends  to  mai 
age  Apple  Computer  Inc.  "as  a  demo( 
racy  of  one,"  then  Apple's  days  as  a  v 
able  company  are  numbered.  ("A 
Apple,  a  democracy  of  one,"  Up  From 
May  27). 

During  my  years  at  Motorola,  th 
most  astute  and  successftil  managers  i 
all  levels  operated  within  the  spectrui 
of  what  was  then  labeled  Participativ 
Management.  The  culture  of  participj 
tion  precluded  managerial  autocrat 
fi'om  taking  action  in  a  vacuum,  and,  a 
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We  not  only 


reenp'meer 


your  company- 


travel  program. 

We  even 


sen 


dyoTUL 


the 


When  It  comes  to  nial^in^  travel  more  coit- 
ejfecttve  and  producti  ve,  vou  can  depend  on 
American  Express.  Because  when  you  join 
our  Corporate  Card  program,  we'll  assign  a 
personal  representative  (or  a  whole  team 
of  them)  to  get  to  i^now  your  company.  . 
They'll  observe,  measure,  evaluate  and  advise. 

And  they  remain  available  to  you  for 
consultation  on  an  ongoing  basis,  along 
with  the  many  l^nowledgeable  people 
and  resources  behind  the  Corporate  Card 
program.  Which  means  you  can  save 
at  least  three  to  five  percent  on  your 
total  travel  and  entertainment  budget 
and  an  additional  lo  to  20%  on  process 
reengi neeri ng.  When  you  see  all  the  ways 
we  can  save  you  money,  you  might  just 
think^of  us  as  an  engineering  miracle.  For 
more  inf  ormation ,  call  us  at  i-8oo-/i,\'P-!20o. 


nee 


This  is  where  the  difference  shows. 
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CORPORATE 


i  Corporate 
Services 


©  1^96  American  Express  Travel  Related  Services  Company,  Inc. 


Readers  Report 
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the  same  time,  decisions  were  not  based 
on  popular  vote.  Participative  managers 
made  wiser  and  better  infonned  deci- 
sions as  a  result  of  the  multidii'ectional 
flow  of  ideas  and  inlbrmation  tbroughout 
the  company. 

Harold  Debbi 
Scottsdale,  Ai'iz. 

WHAT  ROBERTS  DIDN'T  SAY 
ABOUT  SOCIAL  SECURITY  

Paul  Craig  Roberts'  sugge.stion  that 
"privatization  [of  Social  Security]  is  the 
only  answer"  is  not  only  the  wi'ong  an- 
swer, but  it  fails  to  even  ask  the  right 
question  ("How  Social  Security  and 
Medicare  rip  off  Americans,"  Economic 
Viewpoint,  May  27).  The  question  is 
how  to  ensiu'e  a  base  of  income  seciuity 
for  American  workers  and  their  fami- 
lies— whethei'  tlii'ough  retirement,  death, 
or  disability.  The  cuirent  Social  Securi- 
ty system  has  done  this  well  for  more 
than  ()0  years,  and  it  can  and  should 
continue  its  mission  well  into  the 
future. 

Roberts  would  replace  Social  Securi- 
ty vrith  individual  risk,  where  somehow 
everyone  is  a  winner.  Everyone  will 
save,  the  market  will  always  go  up  (and 
you  won't  possibly  retire  when  it  is 
down),  and  everyone's  assets  will  last  a 
lifetime.  P)Ut  he  doesn't  tell  you  about 
the  higher  fees,  or  what  we  will  do 
about  those  who  simply  invested  badly 
or,  worse,  were  the  victims  of  fraud. 
And  he  doesn't  tell  you  what  would  hap- 
pen should  you  become  disabled  or  die 
and  leave  dependents — two  critical  com- 
ponents covei'ed  by  Social  Security.  But 
worst  of  all,  he  doesn't  tell  you  of  the 
giant  tax  increases  (or  increased  deficits) 
that  would  arise,  amounts  needed  to 
pay  off  all  the  obligations  to  the  workei^s 
and  retirees  who  have  contributed  to 
Social  Security,  should  we  switch  to  a 
new  system.  In  effect,  today's  workers 
would  be  asked  to  pay  twice — once  for 
theii'  own  retirement,  and  once  for  those 
in  the  current  system. 

Horace  B.  Deets 
Executive  Director 
American  Association 
of  Retired  Persons 
Washington 

Paul  Craig  Roberts  was  correct  in 
his  saying  there  is  no  money  in  the  So- 
cial Seciu'ity  accounts  and  that  future 
I'etirees  will  be  relying  on  the  produc- 
tivity and  goodwill  of  future  wor-kers. 
However,  Roberts  is  not  correct  that 
"neither  party  has  the  courage  for  a 
fi-ontal  assault  on  the  welfare  state."  I 
vvdll  soon  be  introducing  a  bill  to  move 


the  Social  Security  system  to  a  private 
account  program  while  restoring  it  to 
solvency,  without  raising  taxes. 

'    Nick  Smith  (R-Mich.) 
House  of  Representatives 
Washington 

WHO  WINS  IN  THE 
AMERICAN-BRITISH  AIR  DEAL? 

Although  commercially  intei'esting  to 
the  prospective  partners  and  politically 
interesting  to  chamjjions  of  "fi'ee  trade," 
where  is  the  public  interest  in  a  ru- 
mored American  Aii'lines/British  Air- 
ways deal"?  ("Megadeal  in  the  skies," 
International  Business,  June  3.)  Here 
we  have  two  of  the  staunchest  high- 
fare  advocates  locked  in  a  battle  to 
overserve  the  North  Atlantic,  whose 
clear  commercial  interest  will  be  to  re- 
duce capacity  and  reinforce  fares.  Othej- 
than  letting  the  proponents  reduce  ser- 
vice, pi-op  up  U.  S.-British  fares,  and 
pennit  trade  advocates  to  trumpet  what 
amounts  to  a  hollow  victory,  how  is  the 
public  intei'est  served,  and  where  are 
the  benefits? 

Robert  W.  Mann  Jr. 

President 
R.  W  Mann  &  Co. 
Port  Washington,  N.  Y. 

The  deal  may  not  create  the  "domi- 
nance" that  you  proclaim.  As  a  long- 
tiine  aviation  observer,  I've  noticed  that 
service  and  price  together  can  win  over 
bigness.  Look  at  Southwest  Aii'lines  Co. 
and  Virgin  Atlantic  Airways  Ltd.  as 
two  successful  yet  small  ventures  that 
have  won  out  over  the  giants. 

Martin  Strouse 
Glendale,  Wis. 

TRADE.  SHMADE- 

DUMPING  IS  ILLEGAL  

Robert  Hofs  story  on  the  decision  of 
National  Center  for  Atmospheric  Re- 
search (ncar)  to  enter  contract  negoti- 
ations vrith  NEC  Corp.  for  a  new  super- 
computer is  full  of  sound  and  fury  but 
misses  the  significant  issues  ("Super- 
computers: This  time,  Japan  is  right," 
News:  Analysis  &  Commentary,  June 
3).  In  his  polemic  against  alleged  pr'o- 
tectionism  of  the  U.  S.  super-computer- 
industry,  Hof  fails  to  mention  that  part 
of  this  pr'oeurement's  funding  comes 
fr'om  the  feder"al  High  Perfor-mance 
Computing  &  Communications  pr-ogr-am, 
whose  first  stated  goal  is  "to  extend 
U.  S.  technology  leader-ship." 

More  impor-tant,  he  only  casually 
notes  that  "the  Commerce  Dept.  also 
char-ged  that  nec  is  selling  the  system 
below  cost"  (a.k.a.  dumping).  That  is 


the  key  issue  casting  a  shadow  ( 
ncar's  decision.  The  ar-gument  th; 
single  loss  wouldn't  erode  Cray's  c 
manding  lead  in  the  global  superc 
puting  market  is  irrelevant. 

Dumping  is  illegal,  and  if  the  C 
mer-ce  Dept.'s  preliminar-y  conclusio 
this  case  is  borne  out,  it  should  no' 
allowed  to  happen,  period. 

Robert  H.  E\ 
President  and 
Cr-ay  Research 
Eagan,  IVj!* 


IT'S  NOT  TOO  LATE 
TO  BUY  A  BETAMAX 


Unless  you  know  something  the 
of  us  do  not,  Sony  Corp.  has  deci 
not  "pulled  the  plug  on  [its]  Betailf 
format  [videocassette  r-ecorder]"  ("So 
new  wor-ld,"  Infor-mation  Pr'ocess  ^ 
May  27).  Gr-anted,  largely  thr-ough  s#i 
str-ategic  blunder-s  by  Sony,  the  VHS- 
mat  VCR  long  ago  became  the  domiili* 
home  videotape  for-mat.  Sony  ackn( 
edged  this  when  it  began  making  \ 
format  machines  in  inid-1987.  How 
er,  we  conser-vatively  estimate  t 
there  are  still  at  least  2.2  million  r-egi 
users  of  Beta-format  vcRs  in  No 
America. 

Har-old  E.  Foi 
Presid 

Capital  Beta  Netw  i 
Washin^t 
Editor's  note:  Sony  has  ceased  all 
hardware  development  for  the  ^ 
format.  No  new  firms  from  Soim 
studios,  or  any  other  Hollywood 
dios,  are  released  in  Beta  for  the  rem^' 
market. 
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THE  TEMPESTS 
iry  Life  in  the  New  Russia 

anor  Randolph 

&  Schuster  •  431pp  •  $26 


NDER  BREZHNEV, 
WAS  BETTER' 


tepping  off  the  bus  on  a  blustery 
winter  day  in  the  Moscow  suburb 
of  Stupino,  a  red-faced  woman 
les,  then  collapses  to  the  frozen 
id.  Ignored  by  fellow  passengers 
he  bus  driver,  she  lies  stranded  in 
mpled  heap  on  the  fi'ozen  shoulder 
e  road,  where  we  see  her  as  we 
past.  "Stop  the  car,"  I  say  to  my 
1  Paul. 

ul  and  another  friend,  Mike,  gi'ab 
iiTTis  and  lift  her  to  her  feet.  As 
as  they  let  go,  she  falls  back  down, 
A^e  realize  she's  drunk.  We  fetch 
traffic  cops  from  a  nearby  check- 
.  They  ridicule  rather  than  help 
dropping  her  up,  they  stand  a  few 
ipart  and  shove  her  back  and  forth 
ne  of  those  lifesize  inflatable  pimch- 
lolls  that  bob  back  up  no  matter 
liard  you  punch.  We  drive  off  only 
I  extract  a  promise  fi'om  one  of 
that  they'll  find  shelter  for  her. 
stiu'bing  scenes  such  as  this  are  all 
ommon  today — though  hardly  un- 
n  in  Soviet  Russia.  The  elderly 
in  is  one  of  the  legions  left  behind 
:onomic  reform.  Millions  like  her 
to  escape  the  dreaiiness  of  life  on  a 
ly-level  pension.  And  there's  Little 
for  them,  since  everyone  else  is 
looking  out  for  No.  1.  PoHce  are 
interested  in  harassing  victims  and 
g  bribes  than  in  promoting  pubUc 

Waking  the  Tempests:  Ordinary 
'n  the.  New  Rmsia,  reporter  Eleanor 
olph  of  The  Los  Angeles  Times  cat- 
dozens  of  such  personal  vignettes 
Ip  readere  understand  the  enomious 
^es  that  have  engulfed  Russia  in 
)ast  few  years.  Her  descriptions  of 
average  Russians  are  struggling 
new  freedoms  help  explain  the  ap- 
of  Communist  presidential  candi- 
Gennadi  Zyuganov. 
,ke  Klara  Gladkova,  a  65-year-old 
56  in  Chapayevsk,  an  industrial  city 


on  the  Volga  River  that  contains  a  huge 
dioxin  dump.  After  telling  Randolph 
that  her  daughter  recently  got  fired 
from  a  factory  job,  Gladkova  says:  "Be- 
fore Gorbachev,  it  was  a  good  hfe.  Un- 
der Brezhnev,  it  was  better." 

Natasha  Zvonareva,  a  25-year-old 
teacher  whose  hair  is  already  turning 
gi'ay,  bemoans  the  lack  of  stability.  Be- 
fore 1991,  a  teacher  could  rely  on  a 
steady  salary.  The  school  also  provided 
benefits  such  as  extra  food,  medical  care, 
and  vacations.  Now,  Zvonareva  has  to 
beg  the  piincipal  for  money. 
"These  changes,  they  are 
terrible,"  she  says. 

Voices  such  as  these  give 
the  reader  a  more  complete 
pictiu'e  of  Russia  than  can 
be  obtained  ft'om  the  global 
media,  which  focus  on  ciime 
and  Kalashnikov-toting 
niafiya  hit  men.  Randolph 
talks  to  Orthodox  priests 
and  conjiu'ere,  ballet  dancei-s 
and  businesswomen.  She 
visits  sex  clinics  and  attends 
a  murder  trial.  Many  of 
these  interviews  date  from  1991  to  1993, 
when  Randolph  worked  in  Russia  for 
The  Washington  Post.  But  she  has  up- 
dated when  necessary,  using  infoiTnation 
gained  in  later  visits. 

Randolph  skiUfuUy  analyzes  the  chaot- 
ic Russian  scene  despite  a  disclaimer  in 
the  prologue  that  she  is  "looking  at  the 
life  rather  than  analyzing  the  system." 
She  helps  readers  identify  which  Rus- 
sian problems  can  be  blamed  on  Boris 
N.  Yeltsin  and  which  are  a  legacy  of 
the  past.  This  is  particulai'ly  true  in 
chapter's  on  justice  and  education. 

Westerner's  who  come  to  Russia  often 
are  shocked  at  widespread  cheating, 
contract-br'eaking,  and  tax  evasion.  As 
Randolph  explains,  disrespect  for  the 
law  is  embedded  in  Russia's  history  and 
inculcated  in  children  at  an  early  age. 


Most  Americans  are  law-abiding  be- 
cause they  believe  the  laws  are  correct 
or  because  they  fear  they  might  be 
caught,  says  Randolph.  "Those  two  basic 
instincts — fear  of  prosecution  and  re- 
spect for  authority — had  been  perverted 
over  the  years  by  [the]  Russian  state. 
Laws  in  the  Soviet  Union  were  a  tool  of 

the  government  It  was  not  a  gov- 

er'nment  or  legal  system  that  could  en- 
gender much  respect,  but  the  citizen 
who  obeyed  did  so  primarily  out  of  fear 
When  the  fear  was  gone,  so  was  the 
desire  to  follow  the  government's  rules." 

In  high  school  and  college,  students 
routinely  take  exams  or  write  papers 
for  each  other  because  the  value  of 
friendship  is  far  gr'eater  than  any  re- 
spect for  the  system.  "If  someone  asked 
you  to  help  and  you  said,  'No,  I  abide 
by  the  law,'  you  would  be  r'egarded  as 
an  outcast,"  one  student  tells  Randolph. 

Distrust  of  the  system  thr'eatens  to 
tarTiish  the  election.  Russian  newspapers 
are  full  of  stor'ies  about  how  both  Yeltsin 
and  the  Communists  are 
likely  to  engage  in  ballot 
fraud.  Yeltsin  has  influence 
with  vote  counters  in  the 
Central  Election  Commis- 
sion, while  the  Communists 
have  stalwarts  at  each 
polling  station  who  can  stuff 
ballot  boxes.  No  matter  who 
wins,  the  victor  vrill  have 
little  legitimacy  in  the  eyes 
of  many  Russians.  Where 
Wester'ners  see  democracy, 
many  Russians  see  another 
government  sham. 
Such  misperceptions  make  reporting 
on  Russia  a  challenge.  Every  time  I  get 
off  the  plane  in  Moscow,  I  feel  Uke  Alice 
stepping  thi'ough  the  looking  glass.  In  a 
chapter  on  alternative  medicine,  Ran- 
dolph descr-ibes  the  shock  she  felt  when 
a  highly  educated  Russian  teacher  told 
her  that  spirituahst  "healers"  could  use 
newspaper  ads  to  transmit  evil  spirits. 
"That  day,  I  learned  what  every  for- 
eigner learns  over  and  over  again  in 
Russia:  an  outsider  is  always  an  out- 
sider. I  could  observe,  listen,  ask  and 
take  notes,  but  I  would  never  truly  un- 
derstand." Maybe  not.  But  the  voices 
in  Wakitig  the  Tempests  provide  a  win- 
dow into  a  fascinating  world. 

BY  PATRICIA  KRANZ 
Kranz  repmis  from  Moscow  for  busi- 
ness WEEK. 
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RANDOLPH'S  VIGNETTES  OFFER  A  COMPELLING 
-OOK  AT  THE  CHAOS  OF  POSTCOMMUNIST  RUSSIA 
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EPSON 

Stylus 

Pro 


ON  STYLUS  PRO. THE  WORLD'S  BEST  COLOR  INK  JET  PRINTER.  That's  no  overstatement.  Why?  Because  of  features  like 
true  720x720  dpi  for  amazing  Photo  Quality  color  printing  on  transparencies,  envelopes- 


Ml  1  800  GO  EPSON 


K  FOR  OPERATOR  3100 


ually  any  media.  Superior  ink  jet  technology  for  a  cleaner,  more  consistent  dot  pattern.  PC  and  Mac  compatibility. 
I  of  course,  dazzling  color.  Epson  Color.  Best  of  all,  the  STYLUS  PRO  is  easy  to  use  and  at  about  $459,  also  pretty 
y  to  afford.  So  now,  there's  no  reason  why  all  your  documents  should  be  anything  less  than,  well... brilliant. 


YOU'VE  GOT  TO  SEE  IT  IN 


EPSON 


color: 


kmpSw  Based  on  research  conducted  by  MacWorld  Magazine,  Home  Office  Computing,  and  PC  Digest  (Vol  10,  No  4).  Independent  ratings  reportsthat  awarded  the  Epson  Stylus  Pro  the  highest  rating  in  its  class  Street 
price  may  vary  Epson  and  Epson  Stylus  are  registered  trademarks  of  Seiko  Epson  Corp  All  other  trademarks  are  the  property  of  their  respective  owners  ©  1996  Epson  America,  inc  http://www.epson.com. 
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HARDCOVER  BUSINESS  BOOKS 


THE  DILBERT  PRINCIPLE  by  Scott  Adams  (HarperBusiness  • 
$20)  The  revenge  of  the  cubicle  dwellers. 

CLICKING  by  Faith  Popcorn  and  Lys  Marigold  (HarperCollins  • 
$26)  Spotting  trends  in  order  to  achieve  success  and  person- 
al fulfillment. 

THE  MOTLEY  FOOL  INVESTMENT  GUIDE  by  David  and  Tom 
Gardner  (Simon  &  Schuster  •  $24)  An  online  investment  duo 
puts  it  in  writing. 

WALL  STREET  MONEY  MACHINE  by  Wade  B.  Cook  (Light- 
house Publishing  •  $24.95)  Formulas  to  help  you 
strike  It  rich. 

BUILT  TO  LAST  by  James  C.  Collms  and  Jerry  I.  Porras 
(HarperBusiness  •  $25)  How  3M,  Wal-Mart,  Procter  & 
Gamble,  and  others  became  standouts. 

THE  PATH  by  Laurie  Beth  Jones  (Hyperion  •  $16.95)  How  to 
plot  your  own  mission  statement. 

RAVING  FANS  by  Kenneth  Blanchard  PhD  and  Sheldon 
Bowles  (Morrow  •  $20)  Turning  customers  into  your  biggest 
boosters. 

LEADERSHIP  SECRETS  OF  THE  ROGUE  WARRIOR  by 

Richard  Marcinko  (Pocket  Books  •  $20)  Navy  Seal  and 
novelist's  commandments  for  business. 

THE  DEATH  OF  COMPETITION  by  James  F.  Moore  (Harper- 
Business •  $25)  An  examination  of  cooperative/competitive 
relationships  among  companies. 

MEMOS  FROM  THE  CHAIRMAN  by  Alan  C.  Greenberg  (Work- 
man •  $14.95)  Bear  Sterns's  "Ace"  expounds  on  cycles, 
trends,  and  telephone  rudeness. 

THE  BEARDSTOWN  LADIES'  STITCH-IN-TIME  GUIDE  TO 
GROWING  YOUR  NEST  EGG  by  the  Beardstown  Ladies 
Investment  Club  with  Robin  Dellabough  (Hyperion  •  $19.95) 
The  team  from  Illinois  turns  to  retirement  planning. 
12  THE  FUTURE  OF  CAPITALISM  by  Lester  C.  Thurow  (Morrow  • 
$25)  Is  the  economic  system  headed  for  a  new  dark  age? 

INSIDE  THE  TORNADO  by  Geoffrey  A.  Moore  (HarperBusi- 
ness •  $25)  Lessons  on  marketing  mined  from  Silicon 
Valley 

THE  DISCIPLINE  OF  MARKET  LEADERS  by  Michael  Treacy 
and  Fred  Wiersema  (Addison-Wesley  •  $25)  Consultants 
diagnose  what  successful  companies  do. 

MANAGEMENT  OF  THE  ABSURD  by  Richard  Farson  (Simon 
&  Schuster  •  $21)  The  paradoxes  of  management,  as  seen  by 
a  psychologist. 
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PAPERBACK  BUSINESS  BOOKS 


THE  SEVEN  HABITS  OF  HIGHLY  EFFECTIVE  PEOPLE 

by  Stephen  R.  Cbvey  (Fireside  •  $12)  Habitually  popular. 

THE  BEARDSTOWN  LADIES'  COMMON-SENSE 
INVESTMENT  GUIDE  by  the  Beardstown  Ladies  Investment 
Club  with  Leslie  Whitaker  (Hyperion  •  $10.95)  Recipes  for 
Four-Bean  Salad,  Five-Hour  Stew — and  23%  returns. 

FIRST  THINGS  FIRST  by  Stephen  R.  Covey,  A.  Roger 
Merrill,  and  Rebecca  R.  Merrill  (Fireside  •  $14)  Managing 
your  time  by  balancing  your  life. 

LEARN  TO  EARN  by  Peter  Lynch  and  John  Rothchild  (Fire- 
side •  $13)  Capitalism  for  beginners. 

THE  1996  WHAT  COLOR  IS  YOUR  PARACHUTE?  by 

Richard  Nelson  Bolles  (Ten  Speed  Press  •  $14.95)  The 

enduring  job-search  bible. 

GET  A  FINANCIAL  LIFE  by  Beth  Kobliner  (Fireside  •  $11) 
Hey,  Gen  X'ers — mutual  funds  and  mortgages  can  be  fun! 
1001  WAYS  TO  REWARD  EMPLOYEES  by  Bob  Nelson  (Work 
man  •  $8.95)  Give  them  a  champagne  brunch,  a  casual- 
dress  day — or  plain  old  cash. 

THE  ONLY  INVESTMENT  GUIDE  YOU'LL  EVER  NEED  by 

Andrew  Tobias  (Harcourt,  Brace  •  $12)  Overcoming  "money 
intimidation,  "  now  in  an  updated  edition. 

JESUS  CEO  by  Laurie  Beth  Jones  (Hyperion  •  $10.95)  That 
team-builder  and  turnaround  artist  from  Nazareth. 

THE  WALL  STREET  JOURNAL  GUIDE  TO  UNDERSTANDING 
MONEY  AND  INVESTING  by  Kenneth  M.  Morris  and  Alan  M. 
Siege!  (Fireside  •  $13.95)  Concise  explanations  enriched 
with  graphics. 

GETTING  TO  YES  by  Roger  Fisher,  William  Ury,  and  Bruce 
Patton  (Penguin  •  $11.95)  A  Harvard  team's  step-by-step 
guide  to  conflict  resolution. 

YOUR  MONEY  OR  YOUR  LIFE  by  Joe  Dominguez  and  Vicki 
Robin  (Penguin  •  $11.95)  To  achieve  financial  indepen- 
dence, restructure  your  life. 

WAVE  3  by  Richard  Poe  (Prima  •  $14.95)  Quit  your  job 
and  become  a  sales  entrepreneur  through  "multi-level 
marketing. " 

THE  ONE  MINUTE  MANAGER  by  Kenneth  Blanchard  PhD 
and  Spencer  Johnson  M.D.  (Berkley  •  $9.95)  Three  manage 
ment  techniques,  conveyed  in  brief  story  form. 
THE  WARREN  BUFFETT  WAY  by  Robert  G.  Hagstrom  Jr. 
(Wiley  •  $14.95)  A  useful  analysis  of  how  Buffett  does  it. 


BUSINESS  week's  Best-Seller  List  is  based  on  a  survey  of  chain  and  independent  booksellers  that  carry  a  broad  selection  of  books  on  economics,  mai1)f 
agement,  sales  and  marketing,  small  business,  investing,  personal  finance,  and  careers.  Well  over  1,000  retail  outlets  nationwide  are  represent 
ed.  Current  rankings  are  based  on  a  weighted  analysis  of  unit  sales  in  May. 


.4 


HOT  TYPE 


don't  ask  what  the  title  clicking 
means.  It's  nnoronic.  But  that  doesn't 
mean  the  15  trends  in  the  latest  book  from  Faith  Popcorn, 
trendmeister  and  marketing  guru  to  the  corporate  stars,  aren't 
accurate.  On  the  contrary.  The  author  has  always  had  a 
knack  for  capturing  social  and  demographic  trends.  She  spied 
the  first  si^n  of  folks  staying  home  as  the  go-go  '80s  wound 
down — which  she  termed  "cocooning."  Now  she's  into  "clan- 
ning,"  which  is  joining  affinity  groups,  virtual  and  otherwise. 
(Just  check  the  Web  to  see  how  right  she  is.) 

Breezily  written  by  Popcorn  and  collaborator  Lys  Marigold, 
Clicking— No.  2  on  this  month's  best-seller  list — is  pretty 
good  beach  reading.  It  teases,  with  the  Fantasy  Adventure  and 


Pleasure  Revenge  trends.  It's  politically  correct,  with  Femaf 
Think  and  Mancipation  (i.e.,  Malelhink).  Old  Sixties  types  w 
like  the  anti-Establishment  slant  of  Icon  Toppling  and  the  Vi 
ilante  Consumer. 

My  personal  favorite  is  Cashing  Out,  in  which  professions 
opt  out  of  high-powered  careers  for  simpler  lives.  All  my  trus 
fund  friends  are  into  this:  They  E-mail  me  from  Tellurid, 
Colo.,  and  Bend,  Ore.,  about  their  redwood  houses  designed 
architects  who  are  into  simplicity.  But,  hey,  if  I  can't  belong 
this  trend,  I  can  join  another  of  Popcorn's — Small  Indulgence 
Example?  Gorging  on  Haagen  Dazs  after  a  tough  day  at  wor 
See,  there's  something  for  everyone  in  this  book. 

BY  BRUCE  NUSSBAU, 
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F  course,  no  one  ever  apologized  just  to  get 
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gives  you  an  added  incentive  to 
do  the  right  thing,  we're  all  for  it. 
The  Citibank  AAdvantage 
card.  To  apply,  call  I-800-FLY-4444. 


or  was  it  the  miles? 


maximum  number  of  AAdvantage  miles  you  can  earn  wrth  the  Citibank  AAdvantage  card  is  60.000  miles  per  calendar  year  Amencan  Airlines  /^lAdvantage  Platinum^  and  /?Advantage  Gold'  members  are  excluded  from  this  limit 
can  Airlines,  AAdvantage,  AAdvantage  Platinum  and  AAdvantage  Gold  are  registered  trademarks  of  Amencan  Airlines,  Inc.  American  Airlines  reserves  the  right  to  change  AAdvantage  program  rules,  regulations,  travel  awards,  and 
lal  offers  at  any  time  without  notice,  and  to  end  the  AAdvantage  program  with  six  months  notice.The  Citibank  AAdvantage  card  is  issued  by  Citibank  (South  Dakota),  N.  A,  ©  1 995  Citibank  (South  Dakota),  N.A.  Member  FDIC 


USE  TRAHl 
TO  CATCH  »LI 


THE  NEW 

TAURUS 
I — I 


The  traffic  light  has  just  given  you  its  blessing  to  unleash  the  new  SHOtti  v^ii 
23S-hp,  32-valve,  3.4-liter  V-8  engine.  The  SHO's  new  ZF  steering  anjitfjpj^ 
ride-adaptive  suspension  put  the  road  exactly  where  you  want  it.  Lool .  ,.p^j 
like  you'll  have  to  wait  till  the  next  red  light  to  lower  your  heart  rat^hnf  i 


:  LIGHTS 
UR  BREATH 


Irive  the  exciting  new  Taurus  SHO  and  discover  how  you  can 
trip  to  the  SHO  School  of  Advanced  Driving!  For  a  free  video 
veepstakes  entry  form  and  rules,  call  1-800-TEST-96-SHO. 
Site:  http://www.ford.com. 


HAVE  YOU  DRIVEN 
A  FORD  LATELY? 


'Offer  expires  8/31/96  Void  where  prohibited 


TOO  BAD  YOU'LIN 
THE  EDGE  OH 


THE  NEW 

TAURUS 


It  s  a  slianic,  rcalJy.  All  tliosc  lavish  refinements  and  there  you  are,  heftirn  [|,(, 
and  soul  poised  on  the  front  tiiird  of  the  seat.  The  thrill  of  driving  p  tg | 
new  SHO  just  may  keep  you  from  fully  appreciating  its  luxuricj|n  cps|j|, 
accommodations.  Hey,  maybe  you'll  get  lucky  and  find  a  traffic  ja  Sii  Iih, 


►NLY  BE  USING 
HE  SEAT 


Irive  the  exciting  new  Taurus  SHO  and  discover  how  you  can 
I  trip  to  the  SHO  School  of  Advanced  Driving!  For  a  free  video 
weepstakes  entry  form  and  rules,  call  1-800-TEST-96-SHO. 
Site:  http://www.ford.com. 


HAVE  YOU  DRIVEN 
A  FORD  LATELY? 


'Otter  expires  8/31/96  Void  where  prohibited 


Technology  &  You 


BY  STEPHEN  H.  WILPSTROM  

NOW,  ISDN 
FOR  DUMMIES 


New  easy-to-use 
high-speed  adapters 
even  have  spare 
phone  and  fax  jacks 

About  18  months  ago,  I 
plunged  into  the  world 
of  digital  telephones 
when  I  set  up  a  link  over 
ISDN  (integrated  services  dig- 
ital network)  cirTuits  between 
my  home  and  my  office.  It 
took  hours  of  pondering  ob- 
scure manuals  and 
many  tech-support 
phone  calls  before  1 
got  the  Motorola  ter- 
minal adapters — the 
ISDN  equivalent  of 
modems — working 
right. 

How  times  have 
changed.  A  few  weeks 
ago,  I  plugged  a  card 
called  the  Supra  Net- 
Commander  ISDN  from 
Diamond  Multimedia 
(800  727-8772  or 
www.supra.com)  into 
a  slot  in  my  Windows 
95  PC.  I  followed  the 
instructions  on  the 
screen  when  I  turned 
the  machine  on,  loaded  some 
software  off  floppies,  and 
within  a  few  minutes  was 
cruising  the  Internet  at  128 
kilobits  per  second. 
PRICE  DROP.  Last  week,  I 
talked  about  the  steps  that 
vendors  ai'e  taking  to  make  it 
easier  to  get  ISDN  service. 
This  week,  I'll  look  at  the 
hardwai-e  that  is  making  isdn 
very  practical  for  telecom- 
muters or  anyone  who  wants 
fast  access  to  the  Net.  At 
$299,  the  Supra  NetComman- 
der  is  the  cheapest  and  easi- 
est route  to  ISDN  I  have 
found.  But  companies  such  as 
U.  S.  Robotics  and  Motorola 


are  fast  catching  up  in  the 
ease-of-use  department,  and 
prices  have  dropped  by  about 
one-third  in  the  past  year 

Like  modems,  the  new 
ISDN  terminal  adapters  come 
in  both  plug-in  card  and  ex- 
ternal versions.  But  the 
choice  is  more  important  than 
it  is  with  modems.  External 
adapters  connect  to  comput- 
ers through  serial  ports, 
which  are  limited  to  a  top 
speed   of   11.5   kbps.  This 


means  their  speed  limit  is 
quite  a  bit  slower  than  ISDN's 
128-kbps  maximum.  On  the 
other  hand,  externals  don't 
require  opening  your  com- 
puter. And,  of  coui'se,  only  an 
external  can  be  used  with 
Macintosh  (which  lags  far  be- 
hind Windows  in  ISDN  sup- 
port). All  of  the  devices  dis- 
cussed here  include  at  least 
one  standard  telephone  jack 
for  a  phone  or  fax  machine. 
In  fact,  you  can  make  or  re- 
ceive a  fax  or  a  voice  call 
while  an  isdn  call  is  in 
progi'ess.  Youi-  data  rate  will 
drop  to  64  kbps,  but  that's 
still  far  faster  than  the  wide- 


ly used  28.8-kbps  modems. 

The  $875  Sportster  isdn 
128K  ft-om  modem  giant  U.  S. 
Robotics  (800  550-7800  or 
www.usr.com)  is  similar  to 
the  NetCommander.  The 
main  advantage  is  its  very 
thorough  software  for  track- 
ing ISDN  calls  and  trou- 
bleshooting problems.  When 
ISDN  works  properly,  which 
is  most  of  the  time,  calls  con- 
nect silently  and  almost  in- 
stantly. But  when  something 
goes  wrong,  it  can  be  nearly 
impossible  to  figiu'e  out  why. 
The  Sportster  comes  with  ex- 
tensive diagnostics,  including 
one  that  tests  connections  to 
the  phone  network  every 
time  you  start  youi-  computer. 
SENsinVE.  The  Sportster's  big 
brother,  the  Courier  I-Modem, 
combines  an  isdn  terminal 
adapter  with  a  conventional 
28.8-kbps  fax  modem. 
Ordinary  terminal 
adapters  can  only  call 
other  ISDN  devices.  So 
while  you  might  use 
ISDN  to  croiise  the  Net, 
you  may  still  need  a 
conventional  modem  to 
tap  your  office  E-mail. 
Wlien  you  place  or  re- 
ceive a  call,  the  I-Mo- 
dem  senses  whether 
the  other  end  is  an 
ISDN  or  a  conventional 
Une  and  uses  the  prop- 
er cu'cuitiy.  The  I-Mo- 
dem  comes  in  a  vaiiety 
of  configui'ations,  stall- 
ing at  about  $430. 
Motorola  (800  365- 
(5456  or  www.mot.com),  which 
pioneered  low-cost  isdn,  offers 
the  Bitsui-fr  Pro  external  and 
Bitsurfr  PC  intenial  adapters. 
The  external  models  provide 
two  analog  jacks,  so  you  can 
plug  in  both  a  fax  and  phone. 

Getting  isdn  is  still  some- 
what more  complicated  than 
installing  a  modem.  But  with 
the  latest  hardware  and  plug- 
and-play  software,  it's  a  chore 
that  anyone  with  average  com- 
puter skills  can  easily  handle. 
If  you  want  to  know  more, 
join  me  at  8  p.m.  f:DT,  Monday, 
June  17,  in  the  business  week 
Online  chat  room  on  America 
Online. 


BULLETIN  BOARD 


PRINTERS 
CHEAP  AND  FAST 

While  laser  printers  costing 
less  than  $500  have  been  on 
the  market  for  a  while,  users 
had  to  accept  compromises  ir 
speed  or  quality.  But  the  new 
Superscript  860  from  NEC 
Technologies  (800  632-4636) 
turns  out  eight  black-and- 
white  pages  per  minute, 
rather  than  the  four  or  six 


expected  at  its  $499  price 
Also,  it  offers  600-dot-per-i 
resolution,  not  300.  Its  seen 
a  new  Adobe  Systems  technol? 
ogy  called  PrintGear  that  dra- 
matically boosts  the  printer's 
ability  to  process  data  while 
keeping  the  need  for  expen- 
sive memorv  to  a  minimum. 
One  flaw:  It  stacks  output 
face  up.  To  get  a  document  ir 
correct  order,  print  the  last 
page  first. 

SPREADSHEETS 
A  KISS  FOR  MAC 

There  aren't  too  many  oppor- 
tunities these  days  to  talk 
about  cool  Macintosh  pro- 
grams that  aren't  available 
for  Windows.  But  Mac  owners 
have  a  winner  in  the  $99  Kee| 
It  Simple  Spreadsheet  from 
Cassady  &  Greene  (800  359- 
4920).  KISS  uses  simple  drag' 
and-drop  flow  charts  rather 
than  arcane  cell  formulas  to 
do  spreadsheet  calculations. 
It  comes  with  an  assortment 
of  templates  that  can  be  usee 
as  is  or  modified  for  a  variety 
of  calculations.  A  Windows 
version  is  due  later  this  year. 


QUESTIONS?  COMMENTS?  E-mail  tech&you@businessweek.com  or  fax  (202)  383-2125 
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Whatever  happened 
to  the 
3  martini  lunch? 

Heck, 
whatever  happened 
to  /u/ic7i  ? 


You  probably  have  ^ 
days  when  lunch  is 
so  far  from  your  "To 
do"  list  that  it's  in 
another  time  zone. 
Well,  lunch  may 
again  become  a  regularly  scheduled  event  due 
in  part  to  Kinkos  Corporate.  '^-^  It's  an  array 
of  products  and  services  that  meet  the  stringent 
needs  oi  corporate  customers.  And  you'll  have 
more  time  to  do  what  you  do  best  while  you  out- 
source the  rest.  A  Kinko  s  Corporate  Account 
Manager  will  analyze  on-site  your  document 
production  needs,  distribution  and  work  flow. 


Then  they'll  o  f  f  e  r 
ethcient,  economical 
solutions  lor  producing 
everything  from  thou- 
sands  ol  brochures 
to  proposals  and 
color  presentations.  Your  Account  Manager 
can  also  arrange  pick-up  and  delivery.  What's 
more,  with  Kinkos  international  videoconfer- 
encing network  (one  of  the  world's  largest), 
you  can  do  more  business  and  less  business 
traveling.  Who  knows.^  You  might  get  to  take  a 
whole  hour  tor  lunch.  -^^^  No  woncier  every 
day  more  than  200,000  businesses  use  Kinkos. 


The  new  way  to  office." 


kinlffl!! 


foH  More  Information,  Visit  our   Web  site:  http://www.kinkos.com 

©  1996  Kinko's.  Inc.  All  riglus  rotrved  Kinkos  is  j  regbtcred  tradenurk  ut  Kinkos  Craphics  Curporacion  and  is  uicd  by  pcrmissmn-  Account  Mjnjgcrs  available  in  most  areas. 


Economic  Viewpoint^ 


4 


BY  PAUL  CRAIG  ROBERTS 


SUPPLY  SIDE: 

THE  NEXT  GENERATION 


GOOD  SENSE: 

Why  a  new 
wave  of  GOP 
leaders  is 
pushing  for 
tax  cuts  to 
encourage 
saving  and 
investment 


Paul  Craig  Roberts  is  John  M  Olin 
Fellow  of  the  Institute  for  Political 
Economy, 


Ihe  one  good  thing  about  Bob  Dole's 
Presidential  nomination,"  a  Republican 
strategist  told  me,  "is  that  it  got  him 
out  of  the  Senate."  Events  seem  to  bear  this 
out.  As  soon  as  Dole  announced  his  Senate 
resignation,  his  hkely  successor  as  Majority 
Leader,  Senator  Trent  Lott  (R-Miss.),  called 
for  repealing  the  Bush  and  Clinton  tax  in- 
creases, and  Senator  Spencer  Abraham  (R- 
Mich.)  proposed  a  15%  reduction  in  marginal 
income  tax  rates. 

Repubhcans  were  supposed  to  have  got- 
ten supply-side  tax-cutting  out  of  their  sys- 
tem. Its  abiupt  reappearance  signifies  a  gen- 
erational change  in  the  GOP.  Lott  unabashedly 
says:  "It  was  a  mistake  when  we  raised  taxes 
under  Bush.  It  was  a  inistake  when  we  raised 
taxes  $265  billion  under  Clinton."  Abraham 
says  that  not  only  must  taxes  be  cut  but  that 
it  must  be  done  in  a  supply-side  way:  "A  tax 
cut  that  does  not  affect  marginal  incentives 
may  stimulate  some  additional  spending, 
which  will  give  the  economy  a  temporary 
boost.  But  it  does  nothing  to  encom-age  addi- 
tional saving,  investment,  or  production." 
"GREEN"  FOES.  As  for  the  alleged  failure  of 
Reagan's  tax  cutting,  Abraham  says:  "The 
Reagan  tax  rate  cut,  once  fully  phased  in, 
worked.  In  1984,  real  gi-oss  domestic  product 
growth  reached  6.8%- — the  highest  single-year 
growth  rate  since  1951.  In  President  Rea- 
gan's second  temn,  gi'owth  averaged  3.4%  per 
year — well  above  the  2.5%  per  year  average 
of  the  last  three  years,  which  President  Clin- 
ton erroneously  calls  the  best  in  three 
decades." 

When  supply-side  economics  appeared  in 
the  mid-1970s,  its  target  was  stagflation.  Its 
opponents  were  budget-balancing  Republi- 
cans opposed  to  giving  up  revenues  and 
Keynesian  Democrats  who  argued  that  tax- 
rate  reductions  would  simply  increase  de- 
mand and  inflation.  Today,  supply  siders  still 
have  opponents,  but  they  are  different. 
Deficit-conscious  Repubhcans  have  gone  along 
with  tax  hikes  only  to  watch  economic  gi-owth 
rates  and  take-home  pay  dechne.  Keynesians 
came  to  terms  with  supply-side  economics  a 
decade  ago  when  Paul  Samuelson  incoiporat- 
ed  sup])ly-side  analysis  into  the  12th  edition  of 
his  famous  textbook. 

Today's  opponents  are  environmentalists, 
who  oppose  economic  growth  because  it  facil- 
itates population  gi'owth  and  pollution,  and 
egalitarians,  who  reject  the  income  differ- 


ences associated  vnth  a  success-oriented  so(4 
ety.  Supply  siders'  new  opponents  are  ide 
logically  fiercer  than  the  old,  but  poUtical 
weaker.  Their  antigi'owth  position  does  n 
resonate  with  the  population  outside  of  we 
to-do  liberal  circles. 

UP  BY  THE  ROOTS.  The  U.  S.  tax  system  is 
anachronism.  It  dates  ft'om  a  time  when  co| 
sumption  was  seen  as  the  key  to  a  sou] 
economy.  The  tax  bias  against  saving  and  ij 
vestment  (for  example,  the  double  taxation 
dividends)  was  accepted  as  a  rational  polii 
that  encouraged  consumption  over  savi 
With  the  rise  of  global  capitalism,  we  loi 
at  these  matters  differently  now.  The  ra| 
for  capital  is  on.  Since  earnings  on  invei 
ments  ai'e  aftertax  computations,  we  have 
alternative  but  to  reexamine  our  tax  polici 

House  Ways  and  Means  Chairman  B| 
Ai'cher  (R-Tex.)  says  he  wants  to  pull  t 
income  tax  system  up  by  the  roots,  and  Se 
ator  William'  V.  Roth  Jr.  (R-Del.)  of  Kem 
Roth  fame — now  chairman  of  the  Finan 
Committee — is  planning  hearings  on  suppl 
side  tax  reform.  This  doesn't  mean  it 
happen  this  November.  The  unfolding  dran|» 
of  Whitewatergate  is  politically  distractinB 
and  the  Republican  nominee  represents  t\l 
old  order  uncomfortable  with  radical  changi 
Still,  it  takes  a  policy  to  beat  a  policy,  aij^ 
supply  side  is  the  only  one  on  the  scene. 

Don't  expect  a  resurrection  of  Keynesi; 
economics  ai'giiing  for  bigger  budget  defic; 
in  order  to  boost  aggi-egate  demand  and  ed 
nomic  gi'owth  or  monetarism  promising  no 
inflationary  gi'owth  by  controlling  some  mt 
sure  of  the  money  supply.  It  has  taken  tl 
U.  S.  the  better  part  of  a  century  to  i-ecov 
intellectually  fi'om  an  egi"egious  public-poli 
error  that  caused  the  Great  Depression,  i 
Milton  Friedman  has  shown,  the  Fedei 
Reserve  misunderstood  the  situation  ai 
peiTTiitted  a  one-tliii"d  reduction  in  the  supp 
of  money  at  that  time.  All  of  the  interve 
tionist  policies  of  the  New  Deal  and  tl 
postwar  period  followed  from  the  disastro 
and  misunderstood  consequences  of  a  mi 
taken  monetary  policy  that  shook  the  econ 
my  and  people's  confidence  in  it.  Capitalis 
was  blamed,  and  Americans  were  taug 
that  they  would  be  insecure  in  a  free  ecor 
my.  This  fading  belief  is  giving  way  to  t! 
realization  that  security  in  the  next  centu 
will  depend  on  high  saving  rates  and  mark 
flexibility. 
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Software  Coach. 


Lew  Temares.  Vice  President 
and  College  of  Engineering 
Dean  lor  University  of  Miami. 


Computer  Associates  Internalion.il  Ini  .  Islandia,  NY  11788-7000  1-800-22^-0224  All  olliei  prodiiel  names  reterentej  lierem  are  trademarks  oi  theit  respei 
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One  of  the  finest  academic 
institutions  in  the  country  -  the 
University  of  Miami  -  also  has 
one  of  the  top-ranked  college 
football  teams. 

But  you  should  really  see 
their  computer  team.  In  fact,  a 
Computeiworld  magazine  survey 
voted  their  Information  Systems 
Department 
the#l 
University 
at  which 
to  work. 

Led  by  their  veteran  Vice 
President  and  College  of  Engi- 
neering Dean,  Lew  Temares, 
the  University  of  Miami  IS 
Department  has  been  racking  up 
some  pretty  impressive  statistics. 

"Service  levels  are  at  a 
record  high.  Response  time  has 
been  cut  in  half  and  we'  re  always 
on  time  and  under  budget," 
says  Temares. 

That's  what  happens  wiien 
you  have  the  right  leader,  a 
hardworking  team  and  Computer 
Associates  software. 

"Everything  we  do  is  built 
around  CA  database  and  sys- 
tems software,"  says  Temares. 
"It  gives  us  one  totally  integrated 
environment  across  the  entire 
University.  And  that  keeps  all 
our  customers  happy." 

And  the  game  plan  for 
this  year? 

"Same  as  last  year.  Work 
hard  and  play  to  win!' 


QONiPUTER 
riSSOOATES 

Software  superior  by  design. 


Economic  Trends 


BY  MICHAEL  J.  MANPEL 

DOING  BUSINESS 
ON  THE  CHEAP 

Costs  vary  widely  among  U.S.  cities 

Local  governments  often  try  to  lure 
companies  with  boasts  of  low  taxes, 
inexpensive  energy,  cheap  labor,  or  some 
other  advantage.  Wliich  ones  are  really 
most — and  least — attractive  when  all 
these  factors  ai'e  tossed  into  the  hopper? 

Regional  Financial  Associates  Inc. 
(RFA)  forecasters  in  West  Chester,  Pa., 
have  come  up  with  an  improved  index 
that  tracks  relative  costs  of  doing  busi- 
ness in  American  cities.  The  most  im- 
portant ingi-edient  in  the  mix  is  unit  la- 
bor costs,  wliich  make  up  two-thirds  of 
the  index.  The  remaining  one-thii'd  comes 
more  or  less  eciually  fi'om  enei'gy  costs, 
office  rents,  and  state  and  local  taxes. 

BARGAIN  TOWNS 

COST-OF-DOING-  CHANGE  IN 

BUSINESS  INDEX  EMPLOYMENT 
OVER  PAST  YEAR 


NEW  ORLEANS  83 
RICHMOND.  VA.  85 
SPOKANE.  WASH.  86 


0.9% 

1.5 

0.7 


LOUISVILLE  87  15 

TAGOMA.WASH.  87  1.7 

SYRACUSE.  N.Y.  88  -0.3 

NORFOLK,  VA.  88  0.9 

BOISE.  IDAHO  89  4.7 

BUFFALO  89  -0.3 

PROVO,  UTAH  90  5.7 

NATIONAL  AVERAGE  100  1.9 

DAIA  REGIONAL  fINANCIAL  ASSOCIATES  INC 

The  most-expensive  list  contains  the 
usual  suspects:  Top  ranking  goes  to 
New  York — 40%  pricier  than  the  na- 
tional average.  Also  high  in  cost  are 
Honolulu,  San  Francisco,  and  Washing- 
ton. These  four  averaged  only  0.8%  job 
growth  in  the  jsast  year. 

Less  predictable  are  the  10  cheapest 
metro  areas  (table).  New  Orleans  and 
Syracuse,  N.  Y.,  benefit  from  low  labor 
costs.  Boise,  Idaho,  and  Spokane,  Wash., 
have  cheap  power.  Provo,  Utah,  offers 
office  I'ents  half  the  national  average. 

But  as  RFA  notes,  "low  business  costs 
do  not  guarantee  exceptional  economic 
growth."  For  example,  cheap  labor  in 
Buffalo  has  not  helped  attract  enough 
facto)-y  jobs  to  replace  the  ones  that 


were  lost.  And  New  Orleans  has  still 
not  recovered  fi'om  the  shakeout  in  the 
energy  industry,  despite  its  very  low 
business  costs. 

Low  taxes  alone  don't  assure  gi-owth. 
St.  Louis  has  a  state  and  local  tax  bur- 
den 44%'  below  average.  But  this  does 
not  offset  consolidation  in  defense  and 
health  care,  two  big  local  industries. 


SATISFACTION 
AT  WORK 

It  depends  on  your  country 

At  a  time  of  economic  turmoil  and 
downsizing,  it  comes  as  no  surprise 
that  many  workers  are  dissatisfied  with 
the  companies  they  work  for.  According 
to  International  Siu'vey  Research  Corp. 
(ISR),  dissatisfaction  varies  from  country 
to  country.  The  Chicago  fii-m  does  em- 
ployee surveys  for  more  than  1,500  of 
the  world's  largest  companies.  The  stud- 
ies usually  contain  a  core  of  identical 
questions  that  can  be  used  to  make 
cross-country  comparisons. 

When  asked  about  their  company, 
Swiss  woi'kers  turn  out  to  be  the  most 
satisfied.  The  least  satisfied  employees 
are  found  in  Singapore,  Hong  Kong, 
and  Japan.  The  U.  S.  falls  in  the  middle 
range — at  about  the  same  level  as 
Germany  and  Sweden,  two  countries 
celebrated  for  an  enlightened  approach 
on  the  part  of  employers. 

But  satisfaction 
at  work  does  not 
correlate  with 
workers'  percep- 
tion of  how  good 
their  opportunities 
are.  iSR  also  asked 
employees  to  as- 
sess whether  they 
had  a  chance  for 
personal  develop- 
ment and  gTowtli. 
In  Switzerland, 
Britain,  and  Ger- 
many, the  percent- 
age of  employees 
who  see  opportuni- 
ty is  far  less  than 
the  iDcrcentage  who 
are  satisfied. 

By  contrast,  fast-growing  Malaysia, 
Singapore,  and  Hong  Kong  rank  much 
better  on  oppoitunity  than  on  satisfac- 
tion. The  counti-y  with  the  biggest  gap 
between  opportunity  and  satisfaction? 
-lapan,  where  48%-  of  workers  see 
chances  for  development  and  growth 
but  only  31%  are  satisfied. 


WHERE  WORKERS 
ARE  HAPPY 

PERCENT  SATISFIED  WITH 
COMPANY  AS  AN  EMPLOYER 

SWITZERLAND 


JAPAN 


DATA  INTERNATIONAL  SUIiVEY 
RESEARCH  CORP 


A  MORE  SETTLED 
YEN  AND  DOLLAR 

The  exchange  rate  is  about  right 


Over  the  past  two  years,  the  vab 
of  the  U.  S.  dollar  on  world  ma: 
kets  has  swimg  wildly:  In  May,  199< 
.$1  bought  105  yen.  Iii  May,  1995,  onl 
83  yen.  Now,  it's  back  to  109.  But  don., 
expect  those  gyi'ations  to  start  up  agai ' 
Today's  dollar-yen  ratio  is  just  abm 
right,  according  to  the  just  released  ai 
nual  report  of  the  Bank  for  Intern; 
tional  Settlements  (bis),  a  key  clearing  ■ 
house  for  the  world's  financial  syster  / 
At  current  exchange  rates,  prices  i 
Japan  and  the  U.S.  seem  to  be  roughl- 
eciuivalent,  the  report  suggests,  so  ther 
is  little  pressure  for  currency  values  t 
change.  Sure,  the  U.  S.  is  still  miming  i 
sizable  trade  deficit  that  could  unde:  ■ 
mine  the  dollar.  But,  argues  the  repor ' . 
the  trade  gap  will  fall  to  a  sustainab!  ; 
level  as  the  European  and  Japanes 
economies  recover. 

Moreover,  the  bis  analysis  shows  tht 
despite  many  people's  fears,  there  is  ri  -. 
excess  of  dollars  floating  around.  I  i 
1995,  one-third  of  international  financi;  ; 
assets  were  held  in  dollars,  about  th  ' 
same  as  America's  share  of  the  globi 
economy.  As  a  result,  says  bis,  "there  . 
no  dollar  overhang  in  international  per 
folios,  whose  removal  would  require 
fin-ther  dollar  depreciation." 


HARDWORKING 
OLDER  MEN 

Fewer  males  55-64  are  jobless 


Based  on  the  uneiriployment  rate,  th 
labor  market  has  shovwi  a  model  iV 
ate  but  unspectacular  gain  in  the  pas 
two  years.  Between  spring  of  1994  an 
spring  of  1995,  the  unemployment  rat  I 
dropped  fi-om  6.4%-  to  about  5.6%.  Sine 
then,  it  has  remained  rougWy  imchange( 
Yet  one  hard-hit  group  has  seen  itj 
fortunes  improve  markedly  over  thil 
two-year  stretch:  older  men.  Jobless 
ness  among  males  55  to  64  fell  froi 
4.6%.  two  years  ago  to  3.2%  today.  Muc 
of  this  drop  came  in  the  past  year. 

This  fall  comes  despite  a  sizable  ii 
crease  in  the  portion  of  older  men  eitht 
employed  or  looking  for  work.  Ma; 
such  workers  have  entered  the  labc 
force  only  in  the  past  few  months,  suj 
gesting  there  is  a  gi'owing  perceptio 
that  the  prospects  for  older  men  ar 
finally  looking  up. 
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People  who  don't  buy  a  product 
should  benefit  from  it  too. 


Michiel  vanDarin,  Group  Product  Manage? 

Philips  Lighting,  Somerset,  NJ 


I'm  Michiel  van  Dam,  from  the  Lighting 
division  of  Philips  Electronics. 

We've  created  a  fluorescent  tube  with 
so  little  mercury,  it  meets  the  U.S.  EPA  test 
for  nonhazardous  waste.*  In  fact,  it's  the 
first  fluorescent  to  meet  this  EPA  standard. 

In  most  cases,  it  means  more  disposal 
options  and  lower  disposal  costs.  And 
in  every  case,  it  means  less 
mercury  in  the  ecosystem. 

So  no  matter  who  buys  it,  ureen 
the  whole  world  benefits.  i996^i!^Year 


PHILIPS 


PHILIPS 


.S.  Environmental  Protection  Agency  (EPA)  test, Toxic  Leaching  Characteristic  Procedure,  1990.  Consult  local  laws  and  regulations,  which  may  vary.     ©1996  Philips  Electronics  North  America  Corporation 


Announcing  a  New  Service: 
Schwab  Global  Market  Intelligence; 


Over  60  percent  of  the  worlds 
investing  opportunities  are 
located  outside  of  tlie  U.S. 
Tfiats  why  we  developed 
Schwab  Global  Market 
Intelligence.  We  offer  over  170 
international  and  global  mutual 
funds  targeted  to  specific  areas 
ot  the  world,  such  as  the  Pacific 
Rim,  Europe  and  Lttin  Amenca. 

These  funds  are  from  a  vanety 
of  well-known  tund  companies, 
includmg  INVESCO,  Janus, 
Scudder,  T,  Rowe  Price  and  Warburg  Pincus.  Many  are 
available  through  our  Mutual  Fund  OneSource"  service 
witli  no  loads  or  transaction  lees. 


SELECTED  WORLD 
STOCK  MARKETS 

Average  annual  total  return  for 
10  years  ending  December  29, 1995. 

Hong  Kong 

23.83% 

Belgium 

20.67% 

Sweden 

19.43% 

Netherlands 

19.33% 

Switzerland 

17  06% 

U.S. 

14.82% 

Germany 

10.66% 

Source:  Morgan  Sttmky 
Capital  International  Returns 
arc  meaiured  m  US.  currency, 
and  are  not  indicative  of  the 
perjormancc  oj  any  fund 
available  through  Schwab. 

information  used 
by  institutional 
investors. 


You'll  be  able  to  trade  ADRs,  closed-end  country  funds, 
Canadians  and  equities  listed  on  foreign  exchanges. 

We  can  even  put  you  m  touch  with  a  dedicated  team  of 
international  brokers  who  can  give  you  the  latest  inter- 
national company  news,  research  and  Glot^l 
quotes  on  foreign  stocks  in  U.S.  dollars,  — ~. '  ^ 
the  same  type  of    r  ^  ~  ' 

'        ^^^^  ^ 

!  Infonnation  ^ 
I    Offer  mmmm^ 

'  Call  Schwab  today  and  we'll  send  vcm  our  Guide  to 
'  Global  Investing.  It's  a  valuable  resource  that  can 
'  help  you  make  your  mtenuUional  invcsdnt^  decisions. 

I  1-800-435-9258 

I  http. //www  schwab.com 

YOOR  SiiTHi  1^  10>R  CjL^iBAL  INVESTING 


If  you're  consider- 
ing international 
investing,  your 
journey  should 
start  at  Schwab. 


Charles  Schwab 


Inicrnaliimal  iiivcstini;  involves  additional  risk  to  prnuipal,  including  currenL)'  fliKtuations,  politiLal  instability  and  foreign  regulations 
Wc  will  provide  you  with  a  prospectus  containing  more  complete  information,  including  management  fees,  charges  and  expenses,  on  any  fund  we 
make  available.  Please  review  the  prospectus  carefully  before  investing.  Past  performance  is  no  guarantee  of  future  results.  Returns  will  vary  and 
shares  may  be  worth  more  or  less  than  original  cost  when  sold. 

Schwab  receives  remuneration  Irom  Mutual  Fund  OneSource  companies.  Schwab  reserves  the  right  to  change  the  funds  we  make  available  without  transaction 
fees.  Schwab's  standard  transaction  fee  will  be  charged  on  each  redemption  of  fund  shares  bought  with  no  transaction  lee  and  held  for  90  days  or  less.  Schwab 
reserves  the  right  to  assess  Schwab's  standard  transaction  fees  in  the  lulure,  should  short-term  trading  become  excessive, 
Charies  Schwab  &  Co  ,  inc   All  nghls  reserved.  Member  SIPC/NYSE,  (6/96) 


Lisiness  Outlook 


^MES  C.  COOPER  &  KATHLEEN  MADIGAN 


ZZLING  JOB  NUMBERS 
ON'T  SPARK  INFLATION 


U.S.  ECONOMY 


}S  SIGNAL  A  STRONG 
SECOND  QUARTER 


NONFARM  PAYROLLS 


Is  the  labor  market  about  to 
bust  out  of  its  NAIRU  jacket? 
the  '60s  fashion  fad,  but  what  economists  call  the 
iccelerating  inflation  rate  of  unemployment."  May's 
!'isingly  strong  job  numbers  raise  serious  ques- 
about  labor  shortages,  rising  wages,  future  infla- 
and  especially  Federal  Reserve  policy, 
e  NAIRU  concept  is  simple  enough.  There  is  a 
,  in  a  growing  economy  where  the  jobless  rate 
so  low  that  scarce  workers  can  demand  big  pay 
s — bigger  than  their  productivity  justifies.  The 
;  pickup  then  touches  off  faster  inflation.  Stay 
e  NAIRU,  and  wage  growth  remains  tame, 
t  is  it  all  really  that  simple?  Wall  Street  thinks  so. 
c  the  Labor  Dept.  reported  on  June  7  that  the 
Dmy  had  generated  348,000  new  jobs  in  May — 
?  what  Wall  Street  expected — stocks  and  bonds 
off  with  a  fury.  By  day's  end,  stocks  recovered, 
3ond  prices  took  a  big  hit,  pushing  the  30-year 
3ury  yield  to  well  above  7%. 

The  markets  fear  that  a 
wage-price  spiral  is  in  the 
making,  given  that  May's  5.6% 
jobless  rate  is  already  near — 
or  even  below — most  esti- 
mates of  NAIRU.  Wall  Street 
believes  that  the  Fed  will  soon 
have  to  hike  interest  rates  to 
cool  off  the  economy  and  pre- 
empt those  pressures.  May's 
job  surge  suggests  that  the 
economy  is  gi'owing  at  a  rapid 
in  the  second  quarter  (chart).  An  annual  rate  of 
to  4%  cannot  be  ruled  out,  sharply  fastei"  than  the 
quarter's  2.3%. 

it  in  today's  world,  faster  gi-owth  may  not  mean 
r  mflation.  Four  factors  are  short-circuiting  the 
!-price  spiral:  Higher  productivity  means  unit  labor 
I  are  gi'owing  more  slowly  than  wages.  General 
omic  insecurity  prevents  workers  from  pressing 
oyers  on  pay.  The  decline  of  unions  further  un- 
its workers'  bargaining  clout.  And  global  nvahy  is 
ressing  companies'  pricing  power. 

SE  TRENDS  MEAN  THAT,  while  the  economy 
be  hotter  than  was  thought  a  few  months  ago,  the 
:ion  outlook  is  still  as  cool  as  ever.  Ti-ouble  is,  the 
:ets  are  not  ready  to  risk  making  decisions  that  ig- 
such  traditional  concepts  as  nairu.  Even  at  the 
NAIRU  plays  into  the  thinking  of  many  policy- 
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makers,  although  Chairman  Alan  Greenspan  is  known 
to  be  skeptical  of  the  idea. 

That's  why  the  job-market  strength  lifts  the  odds  of 
a  new  round  of  Fed  tightening — but  by  no  means  guai*- 
antees  it.  Chances  of  a  hike  at  the  July  2-3  meeting  still 
seem  slim,  because  policymakers  will  not  know  much 
more  about  second-half  prospects  than  they  do  now. 
The  Aug.  20  meeting,  however,  looms  large. 

Fed  officials  fully  expect  a  strong  second  quartei;  but 
they  also  look  for  the  economy  to  slow  in  the  second 
half,  because  of  higher  long  rates.  The  problem:  Accel- 
erating job  growth  suggests  that  second-quarter 
strength  could  spill  over  into  the  second  half,  pushing 
1996  growth  above  the  Fed's  assumed  speed  limit  of  2% 
to  2.5%,  further  tightening  the  job  markets.  Signs  of 
continued  vigor  will  push  the  Fed  toward  action. 

RIGHT  NOW.  AT  LEAST,  there  is  just  no  justification 
for  a  shift  in  poHcy.  The  last  time  the  Fed  began  to 
raise  interest  rates,  in  early  1994,  key  data  suggested 
that  faster  inflation  was  coming.  Commodity  prices 
were  on  the  rise,  industrial  production  was  increas- 
ing— thus  lifting  operating  rates  towai'd  constraint  lev- 
els. And  vendors  were  taking  longer  to  make  deliveries, 
a  sign  that  demand  was  outstripping  supply. 

Today,  the  inflation  landscape 
looks  far  different.  Commodity 
prices  are  decHning.  Factoiy 
output  is  sluggish.  Operating 
rates  are  below  their  year  ago 
levels.  And  vendor  dehvery 
times  are  faster.  Moreover, 
poHcymakers  have  been  quick 
to  point  out  that  there  are  few 
inflationary  imbalances  in  the 
economy. 

The  price  indexes  show  no 
signs  that  inflation  is  turning  up  (chart).  On  the  con- 
trary, the  producer  price  index  for  finished  goods  fell 
in  May — by  0.1%.  The  core  index,  which  excludes  en- 
ergy and  food,  was  flat.  Annual  core  ppi  inflation,  at 
1.6%  in  May,  has  declined  a  full  percentage  point 
since  December,  and  at  earlier  stages  of  processing, 
core  rates  for  both  intennediate  and  crude  goods  are 
below  zero. 

The  May  consumer  price  index  was  equaDy  tame,  ris- 
ing 0.3%,  with  the  core  index  up  only  0.2%.  Except  for 
energy,  goods  inflation  is  stable,  and  service  inflation, 
some  57%  of  the  CPi,  is  trending  lower,  opec's  failui-e  to 
adjust  for  Iraq's  reentry  into  the  oil  market  will  add 
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downward  pressure  to  crude-oil  prices  later  this  year. 

The  Fed  has  to  decide  whether  inflation  will  remain  as 
tame  as  it  was  in  May.  The  robust  job  numbers  make 
that  decision  especially  tricky.  In  addition  to  May's  liiring 
sui'ge,  the  Labor  Dept.  released  new  figures  that  in- 
coiporated  annual  benchmark  revisions,  new  seasonal 
factors,  and  other  adjustments  to  the  data  going  back  to 
1988.  The  revised  numbers  show  that  the  economy  has 
added  an  average  of  222,000  jobs  per  month  so  far  in 
1996,  up  ft-om  an  average  180,000  in  1995. 

Job  gi-owth  remains  the  hottest  in  services,  where 
payrolls  jumped  313,000  in  May.  Retail,  temporary 
help,  and  health  care  posted  big  gains.  Constnaction 
added  28,000  jobs,  another  sign  that  higher  long  rates 
have  not  yet  slowed  homebuilding.  Manufacturing  jobs 
rose  by  6,000  in  May,  although  235,000  fewer  workers 
are  on  factory  payrolls  than  a  year  ago. 

Because  of  a  quirky  549,000  surge  in  the  labor  force 
in  May,  the  jobless  rate  edged  up  to  5.6%,  from  5.4%  in 
April,  a  range  it  has  occupied  for  a  year  and  a  half. 

ONE  SIGN  THAT  THE  ECONOMY  is  near  its  nairu 
point  is  the  recent  pickup  in  real  wages.  Average  non- 
farm  pay  rose  3.4%  ft'om  a  year  ago,  to  $11.75  an  hour 
(chart).  Real  wages  are  up  0.4%,  after  subtracting  the 
CPi  rate  of  inflation.  Real  pay  has  exceeded  its  year  ago 
level  for  11  months,  the  longest  such  sti'etch  since  1983. 
Rising  paychecks,  however,  are  not  helping  all  house- 


WAGE  GROWTH  IS 
CREEPING  UP 


holds.  Some  are  constrained  by  existing  debts,  esf 
cially  credit  cards.  April  installment  debt  rose  $6.6 
lion,  on  top  of  the  $30.4  billion  added  in  the  first  qud 
ter.  The  credit-card  delinquency  rate  swelled  fro 
3.34%  in  the  fourth  quarter  to  3.53%  in  the  first,! 
15-year  high.  Mortgage  delinquencies  are  also  climbirj 

For  policymakers,  faster 
growth  in  real  wages  is  the 
only  cost  pressure  evident  to- 
day that  was  absent  in  early 
1994.  Still,  productivity  is  off- 
setting that  trend.  Unit  labor 
costs  for  nonfarm  businesses 
grew  at  less  than  the  inflation 
rate  in  the  first  quarter,  and 
factory  unit  costs  have  been 
declining  for  the  past  two 
years.  Moreover,  companies 
are  offsetting  pay  raises  by  cutting  back  on  benefits, 
total  compensation  is  not  groAving  any  faster  than| 
was  a  year  ago. 

The  most  recent  CPi,  ppi,  and  job  reports  show| 
strong  economy  with  little  inflationary  threat.  Accorc 
to  traditional  economics,  that's  a  contradictory  mix  tY 
would  be  short-lived.  Productivity,  however,  may 
uncoupling  the  wage-pnce  Hnk  that  has  typically  endi 
in  an  inflationary  spu'al.  If  so,  then  the  most  productij 
action  for  the  Fed  this  summer  may  be  to  do  nothini 
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BRITAIN 


WAS  THE  RATE  CUT  REALLY  SENSIBLE'? 


It's  feel-good  time  in  Britain. 
Consumers  are  upbeat  and 
spending,  and  the  outlook  is  im- 
proving. So  with  elections  looming 
and  the  Tories  far  behind  Labor 
in  the  polls,  Chancellor  of  the 
Exchequer  Kenneth 
Clarke  decided  on 
June  6  that  a  quarter- 
point  cut  in  interest 
rates,  to  5.75% — the 
fourth  since  December 
and  on  the  heels  of 
April  tax  cuts — would 
keep  the  good  times 
roUing.  Another  cut 
may  be  in  the  works. 

Clarke  called  the 
move  "sensible."  Most  economists 
said  it  was  unnecessary,  and  Bank 
of  England  Governor  Eddie 
George  likely  opposed  it,  having 
warned  in  his  May  inflation  report 
of  repeating  the  policy  mistakes  of 


FACTORY  OUTPUT 
SLOWS  TO  A  CRAWL 


APERCENT  CHANGE  f  ROM  A  YEAR  AGO 
DATA-  CENTRAL  STATISTICAL  OFFICE,  BW 


the  late  1980s.  The  latest  data 
support  Clarke,  though.  May  pro- 
ducer prices  fell,  indicating  no  in- 
flation in  the  pipeline,  and  April 
industrial  production  dropped. 
Manufacturing  is  clearly  sick. 

Economic  malaise  on 
the  Continent  has 
hurt  exports,  adding 
to  a  pileup  of  invento- 
ries. The  pound's  rise 
since  early  May  will 
also  crimp  exports. 
However,  a  resurgent 
consumer  sector  is 
APR  •%       helping  to  whittle 

down  stockpiles  and  is 
expected  to  lead  a  re- 
bound in  domestic  demand  that 
will  pull  industry  out  of  its  funk 
and  lift  second-half  growth. 

Households  are  enjoying  a  pick- 
up in  earnings  gi'owth,  as  labor 
markets  fii'm  up.  The  May  jobless 


rate  dipped  to  a  five  year-low  of 
7.7%.  Also,  taxes  have  been  cut 
after  two  years  of  hikes,  and  low- 
er interest  rates  have  dropped 
mortgage  rates  to  a  30-year  low. 
Sales  of  homes,  autos,  and  other 
interest-sensitive  durables  are 
gaining  momentum. 

Clarke  asserts  that  the  govern- 
ment will  meet  its  1997  inflation 
target,  excluding  mortgages,  of 
2.5%.  In  his  favor,  the  economy  ii 
growing  at  a  below-trend  2%-,  am 
sti"uctui*al  changes  in  recent  yean 
may  allow  fastei'  noninflationary 
growth.  Also,  the  latest  rate  cut 
will  offset  only  part  of  the  infla- 
tion-dampening effect  of  the 
pound's  strength.  Whether  Clarke 
is  right  or  wi'ong,  his  party's  up- 
beat message  is  clear  Dotting  the 
landscape  are  blue  and  white  bill- 
boards saying:  "Yes  it  hurt.  Yes  11 
worked.  Vote  Conservative." 
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NEST  COLORS.    FASTEST  DIGITAL  COLOR  COPIERS. 


4 


r 


Look  like  a  bigger  fish  with  an  affordable  Ricoh  digital  color  copier.  The  world's  smallest 
toner  particles  deliver  the  finest  color  presentations  ever.  Faster  than  ever.  The  fastest 
.  first  copy  as  well  as  the  most  copies  per  minute  in  this  price  range.  And  computer 
connectable.  All  in  one  full  line.  This  means  unprecedented  performance  and 
productivity.  Get  our  free  <^  om,aicopmanaFa, 

video.  Find  out  how  your 

company  can  make  a  bigger  

splash.  Call  1-800-63-RICOH.  USAv^ieytaiiTesm 


THE   NAME  TO  KNOW 


ItlOOH 

1-800-63-RiCOK 
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WORKERS 
UNITE...AGAINST 
THE  GOP 


This  election  year, 
the  unions  are 
on  the  march 

When  Representative  James  B. 
Longley  Jr.  (R-Me.)  turned  on 
his  television  on  May  20,  he 
blew  his  cool.  There  on  the 
screen  was  an  afl-cio  advertisement 
accusing  him  of  voting  five  times  to 
block  a  minimum-wage  hike.  The  an- 
nouncer urged  Longley  to  "start  vot- 
ing for  working  families  for  a  change." 

"Outrageous  insinuations,"  Longley 
complained,  pressing  three  local  stations 
in  his  district  to  pull  the  ad.  Nonethe- 
less, two  days  later  he  broke  ranks  with 
the  House  leadership  and  voted  to  pass 
a  bill  that  would  boost  the  minimum 
wage  to  $5.15  an  hour  from  $4.25. 

Republicans  had  better  get  used  to 
such  pressure  from  organized  labor.  Lon- 
gley says  his  vote  was  not  influenced  by 
the  ads.  But  the  contretemps  just  hints 
at  what  unions  promise  to 
deliver  this  election  yeai'.  Ai'med  with 
an  unprecedented  $35  million  wai-  chest 
and  enraged  by  the  pi-o-business  stance 
of  the  Republican  Congress  elected  in 
1994,  the  newly  energized  afl-cio  has 
unleashed  an  advertising  and  gi'assroots 
blitz  in  75  cai-efully  targeted  congi'es- 
sional  districts.  The  goal:  to  pressure 
lawmakers  to  support  labor's  agenda 
and  to  oust  unfi-iend- 
ly  incumbents  in 
November.  "We're 
rolling  along — we're 
hot,  we  are  very 
hot!"  enthuses  Gerald 
W.  McEntee,  presi- 
dent of  the  American 
Federation  of  State, 


Labor's 

Political 

Agenda 


County    &    Municipal  Employees. 

McEntee  calls  November,  1996,  "Ai-- 
mageddon" — the  chance  to  undo  the 
1994  elections,  when  40%  of  union 
households  voted  Republican.  In  the 
past  18  months,  the  GOP  leadership  has 
pushed  a  number  of  proposals  labor  con- 
siders anathema,  including  I'ollbacks  in 
workplace  safety  rules,  weaker  over- 
time laws,  and  gi'een  lights  for  compa- 
nies to  dip  into  excess  pension  fimds.  "It 
was  this  kind  of  attack  on  working  men 
and  women  that  pulled  the  labor  move- 
ment together,"  McEntee  says. 
BARE  KNUCKLES.  Labor's  newfound  ag- 
gi'essiveness  marks  a  major  change  from 
its  stance  in  1994.  Under  Lane  Kii-kland, 
the  AFL-CIO  played  only  a  bit  part  in 
elections.  But  since  becoming  president  of 
the  union  in  late  1995,  John  J.  Sweeney 
has  vowed  to  return  the  moribund  union 
movement  to  its  gloiy  days  as  a  political 
and  economic  powerhouse.  He  is  starting 
new  organizing  drives,  publicizing  ques- 
tionable corporate  practices,  and  even 
releasing  a  book  this  fall  on  the  role  of 
unions.  The  afl-cio  also  is  trying  to 
raise  its  visibility  with  a  new  campaign 
called  "America  Needs  a  Raise"  and  is 
conducting  town  hall  meetings  and  rallies 
in  27  cities,  including  a  major  one  on 
Jime  6  on  Wall  Street.  "Workers  are  un- 
der assault  like  never  before,  and  it  re- 
quires us  to  respond  like  never  before," 
says  Richard  L.  Ti-umka,  the  afl-cio 
secretaiy-tr-easurer. 

Labor  leaders  argue  that  many  union 
members  based  their  votes  on  social  is- 


MINiMUM  WAGE  A  barrage  of  TV  ads 
sponsored  by  the  AFL-CIO  pressured  a  number 
of  Republicans  to  vote  in  favor  of  raising  the 
hourly  minimum  wage  to  $5.15  from  $4.25. 
Labor  is  now  working  with  prolabor  senators  in 
the  hope  of  getting  similar  legislation  to  the 
Senate  floor. 


WORKER-MANAGEMENT  GR< 

Labor  wants  to  block  the  creation  of 
groups  to  address  safety  and  produc 
issues,  arguing  that  they  would  thwi 
pendent  labor  activity.  Labor-backe^jji 
tors  are  threatening  a  filibuster  if  a 
to  create  such  groups  reaches  the  fl|p. 
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sues  such  as  gun  control  and  abortion  in 
1994  and  wouldn't  have  voted  for  the 
GOP  if  they  had  known  how  Republi- 
cans would  line  up  on  worker-related 
issues.  Now,  labor  leaders  vow  to  put 
economic  issues  front  and  center.  "I 
don't  believe  our  members  went  to  the 
polls  and  said,  'Stick  it  to  me,' "  says 
Steve  Rosenthal,  the  federation's  politi- 
cal director.  "We've  got  to  make  sure 
that  people  know  the  issues  this  time." 

The  AFL-cio  insists  its  political  activi- 
ties are  nonpartisan.  But  virtually  all  of 
the  75  incumbents  tai-geted  for  extinction 
are  Republicans  in  highly  competitive 
districts,  and  many  are  vulnerable  gop 
freshmen.  That  has  the  gop  and  its  busi- 
ness aUies  apoplectic.  "This  is  aimed  at 
free-enteiprise-oriented  Republicans,  and 
to  say  othei-wise  is  ludicrous,"  says  Don- 
ald A.  Banner,  vice-president  of  the  Na- 

The  AFL-CIO  takes  its 
"America  Needs  a  Raise" 
campaign  to  Wall  Street 

tional  Federation  of  Independent  Busi- 
ness (nfib).  Having  long  derided  unions 
as  iiTelevant,  the  gop  and  business  are 
now  aggi'essively  developing  plans  to 
protect  lawmakers  targeted  by  labor. 

With  so  much  at  stake,  the  rhetoric  is 
getting  dowm'ight  nasty.  Sweeney  says 
his  new  campaign  is  aimed  at  "Newtie 
and  the  Blowhards,"  a  reference  to 
House  Speaker  Newt  Gingrich  (R-Ga.) 
and  his  congi-essional  allies.  Meanwhile, 
Representative  John 
Boehner  (R-Ohio),  a  mem- 
ber of  the  House  gop  lead- 
ership, issues  a  regular  policy  paper 
called  "Washington  Union  Boss  Watch." 
One  recent  edition  alleged  "close  links" 
between  a  union  president  and  both  or- 
ganized crime  and  the  Clintons. 

In  its  bare-knuckled  campaign,  the 
AFL-CIO  intends  to  spend  some  $21  mil- 
Hon  on  ads  and  $14  million  more  on 
grassroots  organizing.  The  federation 
says  it  has  spent  $2  miUion  so  far  on  a 
wave  of  minimum-wage  and  Medicare 
ads,  and  it  plans  more  Medicare  ads 
soon.  Meanwhile,  it  is  training  more 
than  100  field  organizers  to  coordinate 
union  political  activities  in  the  districts. 

Labor  aims  to  build  a  system  that 
will  keep  pressure  on  lawmakers  long 
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after  November.  For  instance,  in  the 
Michigan  district  of  freshman  gop  Rep- 
resentative Dick  Chrysler,  federation 
coordinator-  Barbara  Smith  is  setting  up 
a  system  for  mobilizing  union  locals  at  a 
moment's  notice  to  hold  rallies,  distrib- 
ute leaflets,  and  hold  press  conferences. 
She  insists  that  she  isn't  working  to  de- 
feat Chrysler.  But  she  has  distributed  a 
paper  on  his  support  of  the  gop  budget, 
which  includes  big  cuts  in  Medicare. 
"We're  telling  our  members  that  this 
isn't  right  and  that  they  should  ask  liim 
to  explain  his  position,"  says  Smith. 

Shaken  business  groups  are  striking 
back.  The  nfib,  for  one,  is  targeting 
districts  where  the  afl-cio  has  estab- 
lished a  presence  with  their  own  gi'ass- 
roots  operations.  And  gop  leaders  have 
filed  complaints  with  the  Federal  Elec- 
tion Commission,  accusing  the  unions  of 
misusing  dues  for  partisan  politi- 
cal activity. 

Ironically,  the  <;;op  charges  are 
similar  to  ones  made  by  the  Dem- 
ocratic National  Committee,  wliich 
has  complained  that  the  Chiistian 
Coalition  has  illegally  used  so- 
called  political-education  activities 
to  help  Republicans.  But  coiuts  general- 
ly have  exempted  groups  from  fec 
spending  limits  if  they  don't  advocate 
defeat  or  support  of  specific  candidates. 
Still,  some  say  all  these  so-called  educa- 
tional activities  are  unacceptable.  "La- 
bor is  doing  exactly  what  the  Chi-istian 
Coalition  pioneered,"  says  Ellen  Miller, 
executive  director  of  the  Center-  for  Re- 
sponsive Politics.  "All  these  organizations 
are  walking  on  the  edge  of  legality." 

Republicans  say  that 
the  AFL-cio's  ads  are  so 
distorted  that  sever-al  TV 
stations  have  pulled  them.  Representa- 
tive Boehner  says  it's  shameful  to  think 
that  "ads  that  aim  to  scare  gr-andmoth- 
ers  and  lie  to  the  Amer-ican  people 
might  be  an  'educational  campaign.' " 
Representative  Gr-eg  Ganske  of  Iowa 
says  a  labor  ad  inaccurately  accused 
him  of  cutting  Medicai-e  when  he  only 
supported  cutting  its  growth.  He  is  rtm- 
ning  his  own  ads,  warning  viewei-s  not 
be  "fooled  by  special  intei-ests." 

But  for  now,  the  unions  don't  mind 
being  called  a  special  inter-est  or  even 
Big  Labor-.  As  far  as  they're  concer-ned, 
the  bigger  the  better. 

By  Susan  B.  Garland,  with  Mary 
Beth  Regan,  in  Washington 


\FL-CIO-sponsored  ads,  a  letter- 
paign,  and  "America  Needs  a 
is  around  the  country  are  likely  to 
'  block  any  House  changes  to  the 
il  Safety  &  Health  Administration. 
;  had  wanted  to  weaken  OSHA's 
:  powers. 


SOCIAL  ISSUES  Labor  advertisements  are 
aimed  at  preventing  the  passage  of  Republi- 
can proposals  to  cut  Medicare,  Medicaid,  and 
student-loan  spending.  Labor  also  is  pressing 
for  laws  that  would  enable  workers  to  keep 
their  health  insurance  coverage  when  they 
change  jobs. 


CONGRESSIONAL  ELECTIONS  Labor 
is  flooding  the  airwaves  and  building  grass- 
roots campaigns  in  targeted  congressional 
districts  to  make  voters  aware  of  the  records 
of  75  representatives  who  have  frequently 
voted  against  the  unions'  positions.  Most  of 
the  targets  are  Republicans. 
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COMMENTARY 


By  Aaron  Bernstein 


THIS  JOB  MARKET  STILL  HAS  PLENTY  OF  SUCK 


T 

■  c 


Ihe  employment 
figures  released 
on  June  7  sent 
the  bond  market  into 
a  tailspin.  With  the 
jobless  rate  near  5.5% 
for  more  than  a  year, 
the  notion  that 
348,000  jobs  were 
added  to  the  economy 
fueled  bond  tradei's' 
fears  of  inflation  and 
sent  interest  rates 
soaring. 

The  traders  needn't 
have  panicked.  True, 
there  are  spot  labor 
shortages  across  the 
country,  just  as  there 
were  in  the  late  1980s  boom.  But  the 
labor  market  is  much  softer  today. 
More  workers  hold  temporary  jobs. 
Layoffs  are  more  frequent,  causing 
more  long-tenn  joblessness  and 
widespread  anxiety  that  leaves  many 
employees  unwilling  to  demand  high- 
er pay.  And  despite  the  June  7  num- 
bers, new  job  openings  are  fewer.  As 
a  result,  inflation-adjusted  wages  are 
rising  at  a  tepid  0.6%  a  year,  about 
half  the  pace  of  the  1980s  recovery. 

Inflation  hawks  cite  low  unemploy- 
ment as  a  key  reason  to  oppose  the 
National  Association  of  Manufactur- 
ers and  other  business  groups  that 
want  the  Federal  Reserve  Board  to 
lift  growth  from  the  current  2%  an- 
nual pace  to  3%  or  so.  But  global 
competition  and  deregulation  are 
keeping  a  lid  on  companies'  ability  to 
raise  prices.  As  a  result,  employers 
are  hiring  temps,  outsourcing  work, 
and  taking  other  actions  that  hold 
down  labor  costs.  That  means  a 
faster-paced  economy  would  tighten 
labor  markets  without  ig- 
niting inflation.  '"We  can 
have  faster  growth  because 
we're  not  really  at  full  em- 
ployment," says  Larry 
Mishel,  the  chief  economist 
at  the  Economic  Policy  In- 
stitute, a  liberal  Washing- 
ton think  tank. 

Compare  today's  labor 
market  with  that  of  1988.  A 
long-Uved  recovery  had  en- 
tered its  sixth  year  then, 


the  same  stage  the  current  rebound 
has  reached.  And  unemployment  was 
5.5%,  about  equal  to  today's  5.6%.  But 
only  1.2  million  new  jobs  have  been 
ci'eated  in  the  past  year,  vs.  2.5  mil- 
lion in  1988.  And  job  openings,  includ- 
ing posts  that  become  vacant  when 
workers  retu'e,  die,  or  quit  the  labor 
force,  are  20%  lower  today,  according 
to  the  Conference  Board  (chart).  "The 
downsizings  of  big  companies  mean 
that  they're  hiiing  more  slowly  than 
in  the  late  1980s,"  says  Conference 
Board  economist  Ken  Goldstein. 

Meanwhfle,  there  is  an  enormous 
supply  of  available  workers.  In  addi- 
tion to  the  unemployed,  millions  of 
jobholders  want  better  opportunities. 
Studies  show  that,  on  average,  work- 
ers who  lose  their  jobs  in  downsiz- 
ings— more  than  200,000  so  far  this 
year — earn  about  10%  less  in  their 
next  jobs.  Temporary  employees, 
whose  ranks  have  doubled  since 
1988,  to  2.2  million,  are  hkely  job- 
seekers  too:  They  eam  .$7.74  an  hour. 


WORKERS  ARE 
JinERY... 

Do  you  worry  about  your  own 
jobs  and  those  of  people  close 
to  you  when  you  hear  of  down- 
sizings and  layoffs? 


.AND  JOB  OPENINGS 
REMAIN  SCARCE 


AGREE 
STRONGLY 


51% 


AGREE 
SOMEWHAT 

28% 


0  . 


compared  with  nearly 
$12  an  hour  for  the 
average  worker.  And 
as  leaner  companies 
go  outside  for  ser- 
vices, the  ranks  of 
workers  at  outsourc- 
ing fiiTTis  have 
swelled — even  though 
those  fii-ms  often  pay 
less  than  the  original 
employer.  There  are 
no  measurements  of 
outsourcing  for  1988, 
but  86%'  of  large  com- 
panies now  farm  out 
some  services,  com- 
pared with  58%  in 
1992,  according  to  con 
sultants  A.T  Kearney  Inc. 
EVEN  MICHIGAN.  The  result:  Our  cur- 
rent low  unemployment  rate  masks 
an  economy  full  of  workers  hungry 
for  better  jobs.  Look  at  Michigan. 
The  booming  auto  industry  has  driv- 
en unemployment  there  down  to 
4.6%,  and  people  are  moving  back 
from  other  states.  But  in  Febniary, 
when  the  state  announced  that  it 
would  process  job  applications  for 
auto  makers,  who  may  liire  some 
10,000  people  this  year,  178,000  ap- 
phed  in  six  weeks. 

Indeed,  even  Michigan  stifl  has 
plenty  of  desperate  workers.  Joseph 
Pulis,  47,  has  been  job  hunting  since 
February,  when  the  Detroit  auto- 
parts  company  that  employed  him 
said  his  plant  would  close.  Pulis,  wh( 
has  a  master's  degi'ee  in  manage- 
ment supervision,  made  $50,000  a 
year  as  plant  manager-  but  has  found 
nothing  comparable.  "I  was  selective 
when  I  started  looking,  but  now  it's 
the  difference  between  being  unem- 
ployed and  working,"  says 
Pulis,  whose  job  ended  on 
May  31.  "I  would  take  a 
$10,000  pay  cut." 

The  labor  market  has 
tightened  slightly  in  the 
past  year  or  so.  But  it's 
still  slack.  And  it's  not  at 
all  clear  that  gi'owth  at  2% 
will  ever  change  that. 
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Bernstein  covers  labor 
issues  for  business  week. 
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NGRESS 


iU  NOW.  THE  UNCONTRACT 
ITH  AMERICA 

e  Dems  craft  their  own  bid  to  lure  back  the  middle  class 


Vhatever  you  call  congi'essional 
Democrats'  1996  campaign 
blueprint,  scheduled  to  be  un- 
veiled this  summer,  don't  label 
heir  version  of  the  gop  Contract 
h  America.  "It's  the  exact  opposite 
roach,"  insists  Representative  Rosa 
DeLauro  (D-Conn.).  "This  isn't  be- 
decided  by  pollsters.  And  we  aren't 
ig  to  sign  something  on  the  Capitol 

)S." 

'erhaps  "the  Uncontract,"  then?  Bor- 
ing liberally  from  House  Speaker 
vt  Gingrich's  1994  notion  of  having 

candidates  I'un  on  a  single  unifying 
of  pohcy  commitments,  Democrats 

putting  together  a  similar  type  of 
ument — one  they  hope  will  propel 
11  back  to  power  after  two  years  of 
less  wandering  on  Capitol  Hill.  "We 

anxious  to  show  people  we've 
■ned  from  the  experience  of  being 
icted,"  says  House  Democratic  Cau- 
Chairman  Vic  Fazio  (D-Calif.). 
m  HALL  TALKS.  For  the  ploy  to  suc- 
1,  Democrats  must  assure  middle- 
3  swing  voters  that  its  liberal  wdng  is 
]y  to  shift  from  an  ardent  defense  of 
welfai'e  state  to  purposeful  reforni  of 
at  Society  programs.  The  Uncon- 
:t's  chief  architect.  House  Minority 
,der  Richard  A.  Gephardt  (D-Mo.), 
es  that  a  pledge  to  pursue  centrist 
cies  will  convince  voters  that  the  De- 
rats  have  finally  forsaken  social  en- 
iering  and  income  leveling.  The  new 
nda  "needs  to  be  moderate,  modest, 

feasible,"  he  says.  "It  needs  to  be 
lething  families  will  see  in  their 


corporate  worker-friendliness,  such  as  a 
tax  deduction  for  small  businesses  that 
provide  health  insurance  for  theii'  work- 
ers, tax  bi'eaks  for  companies  that  sub- 
sidize employee  job  training,  and  write- 
offs for  small  employers  that  provide 
pensions.  To  appeal  to  moderates,  it  also 
will  include  tough  woi'k  requirements 


Even  party  liberals  say  they'll  back 
the  new  progi'am  in  order  to  regain  a 
congressional  majority.  For  instance, 
Representative  Charles  B.  Rangel  (D- 
N.  Y.),  a  leading  liberal  who  is  in  Hne  to 
become  chairman  of  the  House  Ways 
&  Means  Committee  in  the  event  of  a 
Democratic  takeover,  says  he'll  pledge 
"not  to  do  my  own  thing  but  to  guide 
the  Democratic  agenda  through  the 
committee." 

Corporate  America  is  not  yet  con- 
vinced that  congressional  Democrats 
have  changed  their  stripes.  "For  the 
past  three  years,  their  whole  agenda 
has  been  antibusiness,"  says  John  Teets, 
chairman  of  Dial  Corp.  "Now,  you  hear 
this  rhetoric  about  being  pro-business. 


and  time  limits  on  welfare  recipients. 

These  messages  should  sit  well  with 
Democratic  moderates.  "When  our  par- 
ty wanders  down  the  road  of  economic 
redistribution,  we  lose  the  middle  class," 
says  centrist  Representative  Robert  E. 
Andrews  (D-N.J.).  "When  we  empha- 
size economic  gi-owth  and  job  creation, 
we're  heading  down  the  right  I'oad." 


ryday     lives."  aM^^HMMM 
nocrats  will  dis  y^Klj^Q  ^  LESSON  FROM  NEWT 

i  elements  of  the 

!print  at  June  23  EDUCATION  AND  TRASNiNG  Tax  incentives  for  busi- 

n-hall  meetings  nesses  that  subsidize  employees'  continuing  education 

and  the  U.S.  A  or  job  training,  and  tax  breaks  for  college  tuition. 
1  plan  will  be 

ipleted  in  the  en-  WELFARE  REFORM  Tough  work  requirements  and  time 

ig  weeks.  limits  on  welfare  recipients.  More  child  care  and  train- 

'he  platform  will  i^g  assistance  for  ex-recipients, 

tarn  such  tradi-  HEALTH  CARE  No  sweeping  reforms,  but  guaranteed 

lal  Democratic  j^gg^j^  ^3^g  ^^^jl^  l^g  available  to  all  children. 

trums  as  pro-   

ing  workers  and  THE  ELDERLY  Restrictions  on  corporations  tapping 

serving  entitle-  into  employee  retirement  funds  and  tax  incentives  for 

its     such     as  corporations  to  establish  pension  plans.  The  sanctity  of 

iicare  and  Social  Social  Security  and  Medicare  will  be  inviolate, 
in'itv  Also  Gx~ 

ted  to  be  includ-  COMPETITIVENESS  More  attention  to  unfair  foreign  trade 

incentives  for  practices.  Incentives  to  locate  plants  in  depressed  areas. 


But  that's  exactly  GEPHARDT:  A 
what  it  is:  rhetoric."   "modest  and 

Some  Democrats  feasible"  agenda 
worry  that  the  Hill 
blueprint  could  clash  with  some  of  the 
conservative  social  themes  now  being 
voiced  by  President  Clinton.  But  con- 
gressional strategists  say  the  distinc- 
tion is  deliberate:  They're  tiTying  to  craft 
a  set  of  issues  that  would  allow  them  to 
survive  politically  even  if  Republican 
Bob  Dole  surges  in  the  polls.  Although 
Gephardt  has  kept  the  White  House 
abreast  of  his  plans,  Fazio  stresses  that 
"this  is  a  congi-essional  effort." 

Republicans,  naturally,  dismiss  the 
Democratic  endeavor  House  Majority 
Whip  Tom  DeLay  (R-Tex.)  says  a  Dem- 
ocratic contract  can  be  summed  up  in 
two  points:  higher  taxes  and  more 
spending.  But  Democrats  swear  they've 
leai'ned  that,  as  Andrews  says,  "you're 
not  going  to  stay  in  power  by  nmning 
as  a  centrist  and  voting  like  a  liberal." 
American  voters  will  decide  on  Nov.  .5 
whether  the  Uncontract  is  a  blueprint 
for  a  truly  different  House. 

By  Richard  S.  Dunham,  with  Mary 
Beth  Regan,  in  Washington 
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FOX  CAN'T  WAIT  FOR 
THIS  DISASTER  TO  HAPPEN 

The  buzz  says  Independence  Day  will  explode  at  the  box  office 


Computer-generated  special  effects 
are  all  the  rage  in  Hollywood.  Wit- 
ness such  recent  major  movies  as 
Di'ister,  with  its  roaring  digital  torna- 
does, and  Dragonheart,  featuring  a 
dragon  that  talks  (thanks  to  you  know 
what)  like  Sean  Connery.  Funny  thing, 
then,  that  Twentieth  Century  Fox  Film 
Corp.  may  have  the  blockbuster  of  the 
year  in  Independence  Day.  Scheduled 
for  release  on  July  3,  it's  an  old- 
fashioned  disaster  flick  in  which  low- 
tech,  small-scale  models  of  everything 
from  the  White  House  to  the  City  of 
Los  Angeles  are  summarily  (IcstniviMl, 


be  welcome  news  for  Rupert  Mmxloch's 
film  studio,  which  has  released  only  six 
movies  this  year  and  has  captured  a 
minuscule  7.8%  of  the  overall  box  of- 
fice, making  it  Hollywood's  No.  7  stu- 
dio. But  Independence  Day  isn't  a  sure 
record-buster  yet.  The  simimer  schedule 
is  already  crowded  with  cui"- 
rent  sizzlers  Mission:  Im- 
possible and   Twister  and 
muscular  new  entries  such 
as  Eraser  (page  64).  That 
leaves  Fox  stnaggling  just  to 
get  Independence  Day  on  its 
targeted  3,500  screens  for 


Coip.'s  motion-pictm-e  gi-oup.  "And 
we  all  wish  we  had  it." 

To  keep  costs  down,  the  film  sta: 
such  B-list  actors  as  Bad  Boys'  W; 
Smith  as  a  fighter  pilot  and  Casper  le; 
Bill  Pullman  as  the  American  Preside 
Extras  included  pilots  from  the  El  To; 
Marine  Corps  Air  Station  in  Oran 
County.  Instead  of  using  pricier  co 
puter-generated  special  effects,  the  crc 
camped  out  for  weeks  in  a  convert 
Hughes  Aircraft  hangar,  constructing 
20-foot-by-8-foot  Los  Angeles  street, 
scaled-down  U.  S.  Capitol,  and  hundrei 
of  other  tiny  buildings.  Destmction 
the  cities  was  accompUshed  with  tilti 
cameras  and  flame  throwers.  Ind\ 
pendence 
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more  or  less  realistically. 

Whatever  it  may  lack  in 
digital  pizzazz,  Independence 
Day  has  a  weiixl,  paranoiac 
appeal.  Aliens  invade  Eaith, 
obliterating  Los  Angeles, 
Washington,  and  New  York  and  pitting 
the  woi'ld's  iUTnies  against  the  advancing 
spaceships.  Even  befoi-e  much  of  Holly- 
wood has  seen  the  finished  print  of  the 
film,  the  buzz  suri-ounding  it  is  spectac- 
ular. "The  question,"  says  John  N.  Kri- 
er,  president  of  Exhibitor  Relations  Co., 
which  handicaps  films  for  theater  own- 
ers, "is  how  many  records  it  vidll  break." 
Tom  Sherak,  Fox's  executive  vice-pres- 
ident for  marketing,  is  ab'eady  glowing. 
"I'm  not  going  to  say  this  is  Jurassic 
Park,  because  you  never  know  until  the 
film  opens,"  he  says,  "but  this  has  that 
same  kind  of  feel." 

Record-breaking  ticket  sales  would 


Hundreds  of  tiny 
models  were  built 
-and  destroyed 


LOW'-TECHmGIC  the  big  July  4  weekend- 
nearly  1,000  fewer  than 
Mission:  Impossible  opened 
on  for  Memorial  Day 
weekend. 

If  Independence  Day 
can  triumph  despite  such  challenges,  it 
will  be  a  major  coup  for  Fox.  Budgeted 
at  just  $60  million,  small  by  summer 
blockbuster  standai'ds,  it  was  brought  to 
the  studio  by  a  pair  of  relative  un- 
knowns, German-bora  Roland  Emmerich 
and  onetime  Broadway  actor  Dean  Dev- 
lin. The  duo  had  a  scant  track  record 
until  they  made  the  1994  sci-fi  hit  Star- 
gate  for  France's  Canal  Plus.  Several 
studios  balked  at  Independence  Day, 
say  industry  sources,  when  the  team 
demanded  a  healthy  fee  for  the  script 
and  insisted  that  Emmerich  direct.  "We 
all  wondered  if  it  could  make  money," 
recalls  Mark  Canton,  chairman  of  Sony 


eventually  cai 
in    at  arou 
$65  million. 
BLITZ.  Marke 
ing  the  film 
its   own  ch£ 
lenge,  thoug 
since  mass  d 
stiniction  rare 
finds   its  w 
onto  fast-fo 
soft-drink  cu 
Instead,  Fc 
launched 
media  campaign  with 
single  spot  on  the  Sup 
Bowl  and  a  blitz  of  tri 
ers  in  movie  theate: 
featuring  the  destractic 
of  the  Wliite  House 
New     York,  theat: 
crowds  now  cheer  whi 
the  trailer  comes  up  ' 
the  screen. 

Other  low-cost  ma 
keting  deals  include 
million  worth  of  advertising  in  conjun 
tion  with  Adolph  Coors  Co.  and  t. 
Travelodge  hotel  chain,  and  a  half-ho 
Independence  Day  special  that  will  n 
on  the  Fox  network  right  before  t' 
film's  release.  Other  specials  will  run 
MTV  Networks  and  the  Sci-Fi  Chana 
MCI  Communications  Corp.,  a  partn 
with  Fox  pai'ent  News  Corp.  on  a  satt 
lite-television  ventm'e,  put  Independen 
Day  logos  on  its  calling  card,  and  Fi 
has  hung  signs  on  buses  in  major  m(  ''^ 
ropolitan  areas  that  read:  "July  3.  Rui  ' 
Hour  is  Over." 

Will  Independence  Day  live  up  to 
early  buzz?  Well,  with  Twister  a 
preaching  $200  million  in  box-office  i 
ceipts  after  ju.st  five  weeks  in  theatei 
it's  clear  audiences  love  a  good  disasb 
Now,  Fox  is  hoping  they'll  dig  the  e: 
of  the  world — the  old-fashioned  way. 
By  Ronald  Grover  in  Los  Angel 
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CAVALIER 

iPANESE  FOR  EDSEL? 

nodel"  of  U.S.-Japan  cooperation  is  going  nowhere 


was  one  high-profile  deal  when  it 
is  announced.  In  1993,  during  tense 
nes  in  U.  S.-Japan  trade  relations, 
ral  Motors  Corp.  and  Toyota  Motor 
>.  inked  a  pioneering  pact  under 
h  Toyota  would  sell  the  GM-made 
Tolet  Cavalier  in  its  home  market 
ing  a  Toyota  nameplate.  Nurtured 
len  President  Tatsuro  Toyoda,  who 
a  long-standing  friendship  with  gm 
John  F.  Smith  Jr.,  the  deal  was 
i  to  coincide  with  the  Seattle  sum- 
3etween  President  Bill  Chnton  and 
Prime  Minister  Morihiro  Hoso- 
i,  where  it  was  lauded  as  a  model 
pan-U.  S.  cooperation.  The  Export- 
)rt  Bank  of  Japan  even  lent  gm  $42 
Dn  to  switch  the  Cavalier's  steer- 
0  Japanese-style  right-hand  drive, 
ipressive  stuff — except  that  the 
e  escapade  now  threatens  to  be- 
?  an  embarrassment  for  both  com- 
;s.  The  Cavalier  finally  hit  Japanese 
Tooms  in  late  Januaiy.  Sales  of  the 
rose  at  first,  nearly  reaching  the 
ners'  monthly  goal  of  1,667  in 
;h,  but  then  plummeted  to  just  472 
ay  (chart). 

hat  went  wi'ong?  Reality  quickly 
n  when  GM  and  Toyota  got  into  the 
itiae  of  rejiggoring  the  Cavalier  for 
Japanese  mai-ket,  which  was  done  at 
Lordstown  (Ohio)  plant.  The  car 
to  go  through  nearly  150  Toyota- 


designated  changes  to  meet  Japanese 
standards.  On  top  of  the  steering  wheel 
change,  the  gas  pedal  had  to  be  moved 
foi-wai'd  to  accommodate  shorter  cbivers. 
The  front  fender  was  reairanged  to  cov- 
er the  tires,  as  per  Japanese  regula- 
tions. The  hand  brake  and  the  steering 
wheel  got  real  leather  coverings  to  sat- 
isfy finicky  Japanese  tastes.  All  this 
frustrated  gm  engineers,  who  felt  too 
much  luxury  was  being  added  at  un- 
necessary expense,  Toyota  sources  say. 
Meanwhile,  Toyota  was  vexed  by  gm's 
resistance  to  change. 
DISMAY.  Then  the  quality  issue  flared 
up.  Toyota  established  an  inspection 
shop  at  Lordstown,  and  one  visitor  from 
the  company  was  dismayed  to  find  that 
80%  to  90%  of  the  cars  "needed  at  least 
some  fixing  upon  inspection  (gm  denies 
the  figure  was  that 
high).  Fiulher  work  of- 
ten had  to  be  done, 
frequently  including 
some  repainting,  once 
the  cars  hit  Japan,  Toy- 
ota sources  say.  Given 
the  problems,  Naoki  Ya- 
maguchi,  president  of 
Aichi  Toyota,  a  regional 
dealer  network  in  Japan, 
recently  pronounced  the 
target  of  selling  20,000 
Toyota  Cavaliers  annu- 
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FINICKY  BUYERS 

The  sedan  went 
through  nearly  150 
changes  to  meet 
Japanese  standards 

ally  "hopeless."  "Their  vehicle 
defect  rate  is  about  50  times 
that  of  Japanese  vehicles,"  he 
says.  "If  they  would  just  put  a 
little  more  effort  into  production 
control ..."  Cavalier's  defenders 
say  the  quality  "problem"  stems 
largely  ft'om  Japan's  tendency  to 
reject  foreign  goods  by  finding 
excessive  fault  with  them. 

Toyota  seems  to  be  making  a 
good  effort  to  actually  sell  the 
Cavalier  The  car  is  sold  thi'ough 
two  of  Toyota's  five  sales  net- 
works, including  the  flagship 
Toyota  distribution  system.  Deal- 
ers were  told  to  give  the  model  prime 
floor  space,  and  Toyota  trained  special 
teams  to  sell  it.  But  Toyota  didn't  en- 
tirely adopt  the  model  as  its  own:  Cav- 
aliei'  ads  show  the  American  flag  waving 
as  Jeanie  Tracy,  a  black  singer  who  has 
backed  up  Whitney  Houston,  belts  out 
America  the  Beautiful.  "From  U.  S.  A.," 
says  the  brochure's  opening  spread. 
"ILL-CONCEIVED."  Many  outsiders,  how- 
ever, agi'ee  with  Fiu'man  Selz  Inc.  ana- 
lyst Maryann  Keller,  who  says  that 
shipping  the  Cavaher  to  Japan  "was  an 
ill-conceived  project  from  the  start." 
It's  a  bigger  car  with  a  bigger  engine 
than  most  Japanese  mass-market  cars 
but  doesn't  have  the  pizzazz  and  fea- 
tiu'es  to  compete  with  upscale  Japanese 
models,  other  analysts  say.  Plus,  its 
market  segment  is  "brutal  [in  Japan] 
right  now,  and  Cavalier  is  not  that  com- 
petitive given  the  heavy  discounting" 
going  on,  says  Peter  Boardman,  an  an- 
alyst at  UBS  Securities  Ltd.  in  Tokyo. 
Yet  the  costly  redesign  and  a  built-in 
premium  to  dealers  make  it  hard  for 
Toyota  and  gm  to  slash  the  Cavalier's 
$16,759  to  $18,981  price. 

gm  may  yet  find  at  least  modest  suc- 
cess in  Japan.  Average  monthly  sales 
of  the  Chevy  Blazer,  its  entry  in  the 
sport-utility  segment, 
are  up  60%  from  last 
year.  And  its  Saturn 
goes  on  sale  in  Japan 
next  year.  But  for  now, 
Japanese  consumers  are 
giving  the  Toyota  Cava- 
lier a  reception  that's 
quite  a  letdown  from 
the  hoopla  that  sur- 
rounded its  inception. 

By  Edith  Hill  Updike 
in  Tokyo,  with  Kathleen 
Kerwin  in  Detroit 
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THE  MOUTH  OF 
'MAXIMUM  MARY' 

A  watchdog  talks  straight  on 
air  safety-and  takes  heat 


M 


Iary  Schiavo  has  never  been  one 
to  pull  her  punches.  The  40-year- 
old  Inspector  General  for  the 
Transportation  Dept.  proudly  displays 
a  wooden  carving  on  her  desk  that 
reads  "Maximum  Mary."  It's  a  gift  from 
her  days  as  a  federal  prosecutor  in 
Kansas  City.  "I  always  asked  for  the 
maximum  sentence,"  she  explains. 

A.  Mary  Fackler  Schiavo  (the  first 
initial  stands  for  "America")  shows  no 
signs  of  mellowing.  As  the  top  watchdog 
at  one  of  the  government's  biggest  de- 
partments, she  has  brought  a  prosecu- 
tor's zeal  to  her  job  by  spearheading 
criminal  investigations  into  the  sale  of 
unapproved  parts  for  use  in  airliners. 
Her  office  is  now  one  of  several  gov- 
ernment organizations  probing  whether 
any  criminal  activity  contributed  to  the 
crash  of  a  ValuJet  Airlines  Inc.  plane  in 
Florida. 

Schiavo's  headline-grabbing  style, 
however,  rankles  many.  For  instance, 
she  has  said  publicly  she  would  avoid 
flying  ValuJet,  even  after  Ti-ansporta- 
tion  Secretary  Fredrico  Pena  declared 
the  aii'line  safe.  No  matter,  says  Schiavo. 
"Many  people  would  prefer  we  wear 
green  eyeshades  and  count  beans,"  she 
says  dismissively.  "But  they're  wrong." 
PILOTS  LICENSE.  Schiavo  has  always 
been  a  bit  unconventional.  Growing  up 
on  a  farm  neai*  Pioneer,  Ohio  (population 
1,900),  Schiavo  made  money  as  a 
teenage  ventriloquist.  Earning  a  private 
pilot's  license  by  the  age  of  18,  she  went 
on  to  Harvard  University  and  later 
earned  a  law  degi'ee  from  New  York 
University.  After  a  stint  as  a  prosecutor 
in  the  U.  S.  Attoraey's  office  in  Kansas 
City,  Mo.,  she  came  to  Washington. 
President  Bush  named  her  to  the  Trans- 
portation post  in  1990. 

Schiavo's  approach  is  certainly  a 
break  with  the  past,  kjs  typically  ferret 
out  contracting  iiTegularities  or  agency 
mismanagement.  But  Schiavo  has  also 
delved  deeply  into  airline  safety  issues. 
Her  assault  on  the  use  of  uncertified 
and  counterfeit  parts  in  airliners  has 
stirred  up  the  most  conti'oversy.  Work- 
ing with  prosecutors  and  government 
investigators  around  the  country,  Schia- 
vo's office  has  helped  win  about  120 


convictions  since  her  appointment,  de- 
spite some  initial  industry  skepticism 
that  a  serious  problem  existed.  "We  sud- 
denly found  ourselves  an  ally  on  this," 
says  James  M.  Frisbee,  a  consultant 
and  former  head  of  quality  assurance 
for  Northwest  Airlines  Inc. 

But  Schiavo's  crusade  against  bogus 
parts  also  iiTitates  critics,  who  charge 
that  because  she  isn't  a  trained  safety 
expert,  she's  not  qualified  to  judge  the 
faa's  safety  record.  Grouses  James  K. 
Coyne,  president  of  the  National  Air 


TESTIFYING:  Ti'ansportation 
Inspector  General  Schiavo 

Tr-ansportation  Assn.,  which  rei 
sents  aviation-service  companl 
"She  is  widely  considered  to  q 
media  maven  who  reUshes  her 
ments  in  the  spotlight.  But  sll 
unwilling  to  listen  to  people  vj 
more  substantive  experience  in 
ation  safety  than  she  has."  Schi) 
has  also  sparred  with  faa  offici 
One  official,  Anthony  J.  Broderj 
associate  administrator  for  regj 
tion  and  certification,  has  arg| 
that  unapproved  parts  do  not  p] 
a  widespread  safety  threat  to 
public. 

WARRANTED?  Another  detractol 
Senate  Governmental  Affairs  C\ 
mittee  Chairman  Ted  Stevens 
Alaska).  After  a  column  Schij 
wrote  for  Newsweek  outlining 
reservations  about  flying  commi] 
airlines  and  describing  what 
called   "gaps"   in   safety  oversij 
Stevens  declared  that  Schiavo  is 
stroying  confidence"  in  the  U.  S.  flil 
safety  system.  Now,  he  is  launchingi 
own  probe  into  whether  Schiai 
charges  are  warranted. 

Schiavo  insists  she  has  no  regrj 
"If  you  can't  [create  change],  you  arj 
accomphshing  much,"  she  says, 
thing  on  which  admirers  and  cri" 
agree:  There's  no  silencing  Maxi 
Mary. 

By  Amy  Barrett  in  Washin 


FOLLOW-UPS 

VALUJET:  NOW  A 
CRIMINAL  PROBE 

Did  the  airline  mislead 
federal  investigators? 

Federal  authorities  have  begun  a 
criminal  probe  into  the  Everglades 
crash  last  month  of  the  Dr-9  oper- 
ated by  Valiulet  Airlines  Inc. 

The  investigation,  which  Valu- 
Jet acknowledges,  is  in  its  early 
stages.  Four  law  enforcement  of- 
ficials and  investigators  familiar 
with  the  probe  say  that  prelimi- 
nary targets  are  ValuJet  and 
SabreTech  Inc.,  an  aircraft-main- 
tenance company  that  has  ac- 
knowledged it  mistakenly  labeled 

EVERGLADES  MUCK:  It's  time  to 
look  elsewhere  for  clues 


as  "empty"  a  shipment  of  oxygen  ca 
ters  that  may  have  caused  the  cr 
ValuJet  says  investigator-s  are  lookin 
an  array  of  companies  and  Individ 
and  says  it  is  confident  that  neithe 
nor  its  employees  were  involved  in  c 
inal  wrongdoing.  SabreTech  says  it 
nothing  to  hide.  Both  companies 
they  are  cooperating  with  authoritic 
The  U.S.  Attorney's  Office  for 
SoutheiTi  District  of  Florida  is  head 
the  probe,  assisted  by  the  Federal 
reau  of  Investigation  and  the  Depi 
ment  of  Transportation's  Office  of 


Right  now  over  25  million  people  are  moving 

in  the  same  direction 


Windows  95 
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And  who  knows,  a  conga  line  could  get  started  any  minute. 


)ple  are  moving  and  the  enthusiasm  is  building.  That's  what's 
)pening  with  the  Windows'  95  operatmg  system.  Because  it's 
iply  better  than  Windows  3.1.  The  press  and  the  industry  agree 
t  now  IS  the  time  to  move  to  Windows  95.  The  Wall  Street  Journal's 
hnology  guru,  Walter  Mossberg  said,  "After  6  months,  my  verdict 
hat  Windows  95  has  proven  itself  to  be  a  solid,  well-designed 
duct  that  enhances  the  computing  experience  for  average  users 


and  IS  a  much  better  way  to  go  than  older  Windows  (3.1)  and  DOS." 
Windows  95  has  also  won  over  a  dozen  industry  awards,  like  PC 
Magazine  Product  of  the  Year,  and  BYTE/Best  of  COMDEX  — and 
all  this  since  it  launched  only  nine  months  ago.  So  why  settle  for 
Windows  3.1?  Just  remember  to  bring  your  party  shoes  —  because 
you  never  know.  Pick  up  Windows  95  at  your  local  retailer,  or  get 
more  information  at  www.microsoft.com/windows/. 
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Inspector  General.  State  and  local  au- 
thorities have  been  briefed  and  may 
bring  charges  as  well.  Investigators  are 
looking  into  the  possibiUty  that  employ- 
ees of  ValuJet,  SabreTeeh,  or  both  may 
have  lied  to  authorities  about  their  han- 
dling of  the  controversial  canisters.  De- 
pending on  the  outcome  of  the  investi- 
gation, the  companies  or  their 
employees  could  be  charged  with  mak- 
ing false  statements  to  the  federal  gov- 
ernment or  with  negligent  homicide,  say 
the  sources,  who  work  outside  of  dot. 
It's  also  possible  no  criminal  charges 
will  be  filed. 

The  criminal  probe  is  independent  of 


ValuJet  and  SabreTeeh 
could  face  charges  of 
criminally  negligent 
homicide 


a  National  Transportation  Safety  Board 
probe  examining  the  probable  cause  of 
the  accident,  ntsb  accident  investiga- 
tors have  confirmed  that  an  FBI  official 
informed  them  his  agency  may  inter- 
view some  of  their  sources.  The  FBI, 
the  dot's  Office  of  the  Inspector  Gener- 
al, and  U.  S.  Attorney's  Office  declined 
pubhc  comment.  ValuJet  said  in  a  state- 
ment that  the  criminal  investigation  be- 
gan several  weeks  ago.  SabreTeeh  said 
it  was  not  aware  of  the  investigation, 
but  noted  that  authorities  tyi^ically  con- 
sider every  option  in  the  wake  of  a 
crash  involving  hazardous  waste. 

One  key  source  close  to  the  probe 
says  the  criminal  investigators  ai'e  look- 
ing into  at  least  three  questions: 

■  Did  Sabi-eTech,  prior  to  the  accident, 
label  the  tags  accompanying  the  oxy- 
gen canisters  "empty"  when  the  compa- 
ny, or  its  employees,  knew  the  canis- 
ters were  full?  "Patently  untrae,"  says 
SabreTeeh  attorney  Kenneth  Quinn. 

■  Did  SabreTeeh,  in  an  effort  to  shift 
the  blame  to  ValuJet  after  the  accident, 
mislead  investigators  or  alter  docu- 
ments? "Absolutely  false,"  says  Quinn. 

■  Did  ValuJet  mislead  federal  investi- 
gators to  avoid  blame  for  not  properly 
overseeing  repair  work  performed  by 
SabreTeeh,  or  to  cover  up  other  main- 
tenance-related problems  that  might 
have  led  to  the  crash?  ValuJet  denies 
the  allegation. 

Salvage  workers  have  stopped  sift- 
ing for  clues  in  the  Everglades  muck; 
now  it's  the  investigators'  turn. 

By  Willy  Stern  in  New  York 


CORPORATE  GOVERNANCE 


HANGING  TOUGH 
WITH  CARLOS 

Despite  the  scandal,  Salinas  remains  a  Dow  Jones  director 


In  late  1994,  Dow  Jones  &  Co.  Chair- 
man Peter  R.  Kann  invited  outgoing 
Mexican  President  Carlos  Salinas  de 
Gortari  to  join  the  company's  board.  It 
seemed  a  natural  step  for  the  Harvard- 
educated  Salinas,  who  left  office  enjoy- 
ing wide  acclaim  for  modernizing  the 
Mexican  economy,  privatizing  scores  of 
state-nm  companies,  and  negotiating  a 
free-trade  agi'eement  with  the  U.  S.  and 
Canada.  Indeed,  he  was  widely  expected 
to  be  named  president  of  the  new  World 
Trade  Organization. 

Today,  Salinas'  value  to  Dow  Jones  is  a 
lot  less  clear-.  His  broth- 
er, Raul,  sits  in  a  Mexi- 
can jail,  accused  of  or- 
chestrating a  murder 
and  of  financial  wrong- 
doing (page  140).  Offi- 
cials continue  to  inves- 
tigate Raul's  activities, 
and  the  ex-President's 
reputation  has  been  tai- 
nished  by  the  probe. 
Adding  to  the  bad 
vibes:  The  U.S.  Justice 
Dept.  is  investigating 
Citibank's  channeling  of 
lai'ge  sums  of  money  to 
Raul's  offshore  accounts. 
The  scandal  dashed  any 
hopes  Salinas  had  of 
heading  the  WTO,  and 
he  has  appai'ently  not 
been  invited  to  join  any 
other  coiporate  boards. 
Salinas,  who  could  not 
be  reached  for  com- 
ment, now  lives  a  shad- 
owy, peripatetic  exis- 
tence, though  he 
recently  surfaced  in  Ii*e- 
land.  That  country,  perhaps  significantly, 
has  no  extimlition  treaty  with  Mexico. 
NO  CONTACT.  So  why  does  Salinas  con- 
tinue to  hold  his  pr-estigious  position  as 
a  Dow  Jones  dir-ector,  di'awing  a  $26,000 
annual  retainer  and  serving  on  the 
board's  audit  and  nominating  commit- 
tees? His  effectiveness  almost  certainly 
has  been  diminished.  Many  prominent 
Mexicans,  including  former  Cabinet 
members,  have  cut  off  all  commimication 
with  him.  He  attended  only  56%  of  Dow 
Jones's  board  and  committee  meetings 


PKRIPAIETIC 

Salijias  atiPiuipf!  only  56%  of 
Dow  board  meetini^s  last,y(?ar. 
Now  he  has  surik('ed  in 
li'eland— which  has  do 
extradition  treat  y  wit  h  Mexico 


last  year — the  lowest  attendance  n 
of  the  company's  17  directors.  He  a 
has  not  bought  a  single  share  of  stoc 
Some  outsider-s  think  Salinas  shoi 
resign  "for  any  nimiber-  of  reasons,"  s£ 
corporate-govenrance  activist  Nell 
now  of  the  Lens  Fund.  "He's  an  el 
barrassment  to  them."  Typically,  noi 
Stanford  University  law  profes; 
Joseph  A.  Grundfest,  "boardroom 
quette"  obliges  a  director  to  quit  wb 
ever  he  or  she  faces  a  significant  cha: 
in  circumstances.  Sahnas  has  made 
such  gesture,  says  a  Dow  Jo: 
spokesman.  "His  res| 
nation  has  never  bi 
an  issue." 

Thi'ee  outside  dir 
tor-s  teU  BUSINESS  we 
that  Salinas'  altered  c 
cumstances  have  r 
been  discussed  at  bof 
meetings.  "There's  iiJ 
er  been  any  questioni 
liis  full  pailicipation,  tifi 
integr-ity  on  the  Dm 
Jones  board,"  says  i 
tii'ed   Bekaert  Cor 
CEO  James  Q.  Rioi'd^. 
Adds  dir*ector'  Chr-is' 
pher-  Bancr'off,,  a  ma 
shareholder  wb 
gi'eat-gr-andfather  o: 
owned  the  compa; 
"To  this  date,  he  has 
been  indicted.  He  ci 
tainly  has  my  supp( 
at  the  moment." 

Maybe.  But  a  he£ 
hunter  specializing 
director  searches  sa 
Salinas  had  been  an 
tractive  prospect 
many  U.  S.  companies  before  the  scj 
dais  broke,  but  only  Dow  Jones  made 
offer  Why  the  caution?  It  is  vei-y  tou 
for  a  U.  S.  company  to  tap  inforn 
channels  of  communication  in  a  forei 
market  to  probe  a  pr-ospective  boa 
member's  character-,  the  headhunt 
says.  "Companies  ar-e  particularly  s( 
sitive  in  a  cultiu'e  where  they  don't  ev 
know  whom  to  ask.  People  were  afri 
this  would  happen."  Now  it  has. 

By  Elizabeth  Lesly  in  New  Yo 
■mth  bureau  reports 
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Vindows  95 


your  wildly 

impatient  side 


I  can  check  scores  online  while  downloading  from  the  Internet,  because  I  don't  have  time  to  wait. 


>'our  tired  twiddling  tliumbs  confirm  that  you  don't 
A^ait  well,  so  why  are  you  using  Windows"  3.1?  With 
:he  Windows  95  operating  system,  the  Internet  no 
onger  needs  to  be  such  a  slow  and  aggravating  ordeal. 
Windows  95  allows  you  to  multitask,  so  you  can  do 
Dther  things  while  you're  downloading.  That  means  less 
waiting  like  you  do  with  Windows  3.1.  What's  more, 


with  built-in  multimedia  technology,  you  can  experi- 
ence video  and  sound  on  the  Web  that  much  better. 
And  if  you're  new  to  the  Internet,  Wmdows  95  makes 
it  easier  to  get  started.  Patience  may  be  a  virtue,  but 
waiting  on  the  Internet  is  positively  sinful.  So  pick  up 
Windows  95  at  your  local  retailer,  or  get  more  information 
at  www.microsoft.com/windows/internet/. 
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DETROIT 


WHAT  LABOR 
TALKS? 

The  big  story  is  about  a  black 
GM  exec  and  an  exclusive  club 

For  many  top  General  Motors  Corp. 
executives,  joining  the  Bloonifield 
Hills  Country  Club  in  the  Detroit 
suburb  of  Bloomfield  Hills,  was  a  rite  of 
passage.  But  things  changed  in  late  1994, 
when  the  club  rejected  an  application 
fi'om  gm's  i-anldng  Afiican-American  exec, 
Roy  S.  Roberts.  GM  ceo  John  F.  Smith 
Jr.  and  one  of  Roberts'  sponsors,  Chief 
Financial  Officer  J.  Michael  Losh,  quit 
in  protest.  The  450-member  club  was 
widely  castigated  as  racist:  Leroy  C. 
Richie,  Chiysler  Coip.'s  general  counsel, 
remains  its  only  black  member. 

Now,  Roberts  and  the  club  are  giving 
it  another  tiy.  Recently,  the  57-year-old 
GM  vice-president,  who  in  Februaiy  was 
tapped  to  manage  the  tricky  merger  of 
gm's  Pontiac  and  gmc  divisions,  quietly 
reapplied.  Chagrined  club  leaders  en- 
couraged him.  "We  are  dedicated  to 
playing  this  right,"  says  one  member. 
"We  don't  want  anybody  to  feel  they 


were  treated  unfairly."  Roberts,  a  one- 
time factory  worker  who  worked  his 
way  up  from  hai-dscrabble  roots  in  Mag- 
nolia, Ai-k.,  won't  discuss  the  situation. 
But  he  has  previously  acknowledged, 
candidly  and  without  rancor,  the  obsta- 
cles he  faces  within  the  Motor  City's 
white-dominated  power  circles. 
GLAD-HANDER.  This  time,  Detroit's  pow- 
er brokers  are  rallying  around  him. 
Sponsoring  his  latest  Bloomfield  Hills 
application  are  motor  magnate  Roger 
Penske  and  J.T.  Battenberg  HI,  a  top 
GM  executive  whose  soaring  home  over- 
looks the  club's  eighth  green.  Neither 
will  confirm  his  role,  but  both  are  al- 
ready gearing  up  for  the  intense  net- 
working, letter-wiiting  campaigns,  and 
get-acquainted  receptions  required  to 


ROBERTS:  This  tmie,  the  cit'] 
power  brokers  are  behind  h\ 

build  support  for  any  appUcd 
to  the  staid,  87-year-old  club| 
Roberts'  admittance  still  is 
certain.  For  the  privilege 
forking  over  the  $42,500  init' 
tion  fee,  plus  $450  in  montl 
dues,  candidates  endure  up 
six  months  of  scrutiny.  The  n 
sons  for  rejection  remain  seer 
but  members  privately  s 
Roberts'  original  sponsore,  Lc 
and  now  retii-ed  Executive  Vi 
President  William  E.  Hoglund,  did[ 
build  a  broad  consensus  of  support 
him.  They  also  say  Roberts'  glad-hand 
style  put  off  some  members. 

Rejecting  Roberts  again  could  be  co 
ly.  If  he  is  accepted.  Smith  and  Lc 
may  return.  If  not,  some  members  feal| 
mass  exodus  by  remaining  gm  memb( 
and  executives  fi'om  gm's  many  supj  ifr 
ers — as  much  as  15%  of  the  club's  me 
bership,  one  insider  estimates.  Memb( 
insist  GM  isn't  pressuring  them,  but  ms 
clearly  are  worried  about  their  ima:  ' 
The  nearly  all-male  club  is  now  recruit 
women  as  well  as  more  blacks.  Char 
comes  slowly  to  places  such  as  Bloor 
Hills,  but  it  may  finally  be  coming. 

By  Kathleen  Kerwin  and  Ke\ 
Naughton  in  Detroit 


COMPENSATION 

LEVI'S 
POT  0'  GOLD 

How  effective  will  its 
lavish  incentive  system  be? 

Levi  Strauss  c:eo  Robert  D.  Haas 
talks  so  much  about  politically  cor- 
rect management  principles  that  he 
sometimes  gets  a  bit  of  chiding.  After 
reading  Levi's  "aspiration  statement,"  a 
newly  hired  manager  once  asked  if  a 
briefing  on  New  Age 
crystals  came  next. 

But  on  June  12,  Haas 
put  quite  a  chunk  of 
Levi's  owners'  future 
fortunes  where  his 
mouth  is.  He  announced 
what  benefits  specialists 
say  may  be  the  richest 
and  most  unusual  em- 


ployee reward  program  ever:  If  pri- 
vately held  Levi  Strauss  &  Co.  reaches 
cumulative  cash  flow  of  $7.6  billion  for 
the  next  six  yeai's,  each  of  the  compa- 
ny's 37,500  employees  in  60  countries, 
regardless  of  position,  will  get  a  full 
year's  pay  as  bonus.  Levi's  says  the 
benefit  could  cost  its  owners,  primarily 
Haas's  family,  about  $750  million. 

Haas  waxes  poetic  about  the  mon- 
ey's ability  to  change  employees'  lives. 
"Imagine  yoiu'self  in  a  sewing  factoiy  in 
Valdosta,  Georgia,"  anticipating  such  a 
windfall,  he  says.  And  he  insists:  "This 
transaction  does  not  signal  new,  more 
strenuous  demands.  It  says  we're  all  in 
this  together." 


TARGET:  A  full  year's 
pay  for  all  if  a  cash- 
flow target  is  met 


This  "Global  Success  Sharing  PL 
has  some  benefits  experts  scratch: 
their  heads,  however.  For  one  thing,  ii 
truly  an  incentive?  Given  its  long  t: 
frame  and  the  relatively  esoteric  c; 
flow  measure,  "no  one  person  may  t' 
they  can  impact  the  goal,"  says  m; 
agement  consultant  Bob  Nelson,  aut 
of  1001  Ways  to  Reward  Employees. 
WITHIN  REACH?  Then  there's  the  isi 
of  exactly  how  big  this  challenge 
Levi's  prepared  a  15-page  backgrou 
paper  that  describes  the  program.  I™ 
nowhere  in  it  did  the  privately  held  cc 
pany  reveal  its  current  cash  flow.  Gi^' 
its  $735  million  1995  net  income,  a  ma 
component  of  cash  flow,  the  target  n '' 
well  be  within  reach.  But  absent  a  ben 
mark,  only  the  top  brass  can  tell,  he 
insists  its  target  is  attainable  and  it  \ 
provide  employees  with  updates. 

Certainly,  Levi's  has  enjoyed  unus' 
success  since  Haas  took  the  compa 
private  in  an  lbo  in  1985,  tripling  njji 
enues  and  paying  off  the  lbo  debt  eai 
And  Haas'  efforts  to  reward  workt 
are  admii'able.  But  it  remains  to  be  s( 
whether  this  plan  motivates  employ( 
to  do  more  than  stick  around. 

By  Joan  O'C.  Hamill 
in  San  Francis 


lou  re  31 


ti 


/indows  95 


your  nomadic  self 


I  can  finally  work  like  I'm  at  the  office  and  keep  ideas  from  leaving  the  station  without  me. 


in  you're  away,  you  need  to  easily  connect  to  the  office 
get  work  done  before  an  Idea  starts  looking  for  that 
st-bound  train.  And  the  Windows"  95  operating  system 
;es  the  experience  much  easier  than  Windows  3.1.  With 
-Up  Networking,  getting  connected  Is  as  easy  as  clicking 
an  icon.  Multitasking  In  Windows  95  lets  you  download 
all  while  working  on  other  documents.  And  there's  Plug 


and  Play,  which  makes  it  simple  to  add  compatible  hardware 
like  PCMCIA  cards  by  recognizing  and  automatically 
configuring  them  for  you.  So  you  make  fewer  calls  to  help 
lines.  With  Windows  95,  finally  your  office  Is  wherever  you 
happen  to  be  —  so  you'll  never  miss  that  train  of  thought. 
Pick  up  Windows  95  at  your  local  retailer,  or  get  more  infor- 
mation at  www.microsoft.com/windows/mobile/. 


Microsoft 
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THE  INTERNET 


LrMO  SERVICE 

FOR  CRUISING  THE  NET 

MCI  and  BT  will  help  business  surfers  go  first  class-for  a  price 


Rhone-Poulenc  Rorer  Inc.  has  seen 
both  the  good  and  the  bad  of  the 
Internet.  Cyberspace  looked  great 
in  January,  when  1,200  people  fi"om  sev- 
en countries  logged  on  for  the  Col- 
legeville  (Pa.)  dnigmaker's  onhne  intro- 
duction of  Rilutek,  the  first  drug  to 
treat  Lou  Gehrig's  Disease.  It's  been  a 
drag,  though,  on  days  when  drug  re- 
searchers tried  to  download  big  files  of 
data  on  the  human  genome — and  ended 
up  staring  at  frozen  computer  screens. 
"At  times  it  works  vei'y  well,  and  at 
other  times  it's  not  just  congested, 
it's  constipated,"  says  Jeffi-ey  E 


Rh5ne-Poulenc  Rorer  needs  it  most. 

The  result:  The  Internet  is  beginning 
to  look  a  lot  less  communal.  On  June  10, 
MCI  Communications  Corp.  and  British 
Telecommunications  PLC  announced  that 
they  would  offer  what  amounts  to  fii-st- 
class  service  for  businesses  on  the  In- 
ternet— a  sepai^ate  parallel  network  with 
extra  capacity,  especially  on  interna- 
tional routes,  and  duplicates  of  many 
popular  Web  sites.  The  service  is  guar- 


FAST  LANE 

Overcrowding  and  inefficiency  have 
caused  anger  and  impatience, 
prompting  premium  services 


KeisUng,  vice-president  for  infoiTnation 
systems.  "You  can  sit  there  and  wait 
with  absolutely  no  response  at  all." 

Consider  it  a  modem-day  version  of 
feudal  England's  "tragedy  of  the  com- 
mons," where  a  free  public  resource  is 
oveiused  to  the  point  of  exhaustion  be- 
cause no  one  has  an  incentive  to  use  it 
efficiently.  Up  to  now,  people  haven't 
been  charged  based  on  their  usage  of 
the  Internet,  and  that  has  encouraged 
serious  overcrowding  and  congestion. 
With  circuits  overloaded  and  with  pop- 
ular World  Wide  Web  sites  unable  to 
handle  all  would-be  visitors,  electronic 
mail  gets  .slowed  down,  cruising  the 
Web  gets  more  difficult,  and  movement 
of  data  files  can  slow  to  a  crawl,  espe- 
cially in  peak-use  periods  during  the 
business  day  and  in  the  early  evening. 
All  that  means  the  Net  can  he  hard  to 
use  just  when  a  company  such  as 


anteed  to  be  more  lightly 
trafficked  so  packets  of  infoiTnation  can 
be  moved  more  quickly  and  dependably. 
Not  surprisingly,  this  premium  service 
will  cost  more  than  other  Internet- 
access  services,  though  the  partners 
aren't  saying  by  how  much.  According 
to  Vinton  G.  Cerf,  the  Internet  pioneer 
who  is  now  MCi's  chief  Internet  strate- 
gist: "For  a  while,  in  the  Internet  com- 
munity, anybody  who  charged  for  any- 
thing was  a  bad  guy.  But  the  system 
can't  survive  unless  its  costs  are  met." 

MCI  is  not  the  first  to  offer  a  premium 
Net  service.  Sprint  Corp.,  the  world's 
largest  carrier  of  Internet  traffic,  took  a 
similar  step  in  February  when  it  of- 
fered to  set  up  big  corporate  customers 
with  "intranets"  that  would  give  their 
employees  and  selected  outsiders  fast, 
secure  Internet  links.  Sprint  charges 
50%  more  for  an  intranet  connection 


than  for  standard  Internet  ser 
Indeed,  of  the  big  three  long-dist 
voice  carriers,  only  at&t,  a  newcom< 
Internet  service,  is  resisting  the  n 
toward  partitioning  its  network.  I 
shall  J.  Ball,  general  manager  for  . 
Worldnet  Service,  says  differential 
ing  is  bound  to  confuse  and  alie 
customers:  "We're  trying  to  biing  p( 
onto  the  Internet,  not  keep  them  o 
OVERDUE.  To  be  sure,  the  Internet 
no  disaster  area — it  is  just  in  the  mi^ 
of  explosive  growth.  The  number 
computers  attached  to  the  Net  is  gro 
ing  85%  a  year,  according  to  Netwo: 
Wizards,  a  Menlo  Park  (Calif.)  Inte 
company.  The  Internet  is  also  ca 
more  graphics,  video,  and  even  te! 
phone  calls — all  of  which  require  moj 
bandwidth  than  simple  text  and  dat: 
Still,  economists  say  capitalism's 
vasion  of  the  Inte: 
is  overdue.  "I  vi 
this  as  an  opportuni] 
to  make  the  Inte; 
a  whole  lot  more  v; 
able  for  a  whole  1| 
more  people,"  sa' 
Jeffrey  K.  Mac 
Mason,  a  Universr 
of  Michigan  associ 
professor  of  econo: 
ics,  information,  ai 
public  pohcy.  For 
stance,  he  says,  vidj 
sent  over  the  Int 
net  today  is  jumji: 
and  gi-ainy  in  part  b  iseuili] 
cause  no  one  has  a 
nancial  incentive  , 
equip  the  network  {  '  "P'° 
something  better.  B: 
on  May  11,  a  day  J  "'?^'P5 
ter  the  announceme: 
with  BT,  MCI  announced  a  deal  with  I  ii 
tel  Corp.  in  which,  among  other  thing 
they  will  develop  softwai-e  for  high-qui  ,4 
ity  Internet  videoconferencing.  ' 

Capitalism  won't  solve  Internet  CQ; 
gestion  overnight.  In  fact,  the  Net 
always  be  bumping  against  its  limit' 
predicts  Tim  Berners-Lee,  director 
the  World  Wide  Web  Consortium, 
standards-setting  body,  and  the  mj,  • 
credited  with  creating  the  World  Wi( 
Web  as  a  researcher  at  the  cekn  parij 
cle  physics  research  center  in  Switze 
land.  "Use  will  always  expand  to  1 
available  bandwidth.  'The  faster  peop' 
can  get  infoiTnation,  the  more  they 
browse,"    says    Berners-Lee.  Trif 
enough.  But  now,  someone  will  be  the 
to  satisfy  that  rising  demand — and  c(j 
lect  for  the  service. 

By  Peter  Coy  in  New  York,  wiif 
Paul  C.  Judge  in  Boston  ^  ■ 
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Now,  manage  your  business 
as  well  as  your  shipments 
with  the  touch  of  a  button. 


:  seems  like  more  information  than  you've  ever  asked  from 
ir  shipping  department,  well  that's  exactly  the  point.  Intro 
:ing  UPS  OnLine."  Powerful  software  to  help  you  manage 
only  your  shipments,  but  your  business  as  well.  From  track- 
shipping  activity  by  department  to  tracking  product  sales 
fnarket.  From  monitoring  inventory  to  managing  costs  and 
h  flow.  The  truth  is,  to  keep  pace  in  business  you're  going 
leed  more  and  better  information  instantly  at  your  fingertips, 
:ause  these  days,  if  you  have  to  take  the  time 
ook  tor  It  anywhere  else,  it's  probably  too  late. 
■  more  information  call  1-800-PICK-UPS,  or 
k  for  us  on  the  Internet  at  http:/7www.ups.com. 
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THIS  AIRLINE  DEAL 
ISN'T  FLYING  YET 

CAN  THIS  DEAL  GET  DONE? 

With  American  Airlines  and 
British  Airways  having  an- 
nounced a  long-expected  al- 
liance on  June  11,  rival  air- 
lines, the  British  government, 
and  even  ba  partner  usAii'  ai'e 
expected  to  play  hardball. 
American  and  ba  intend  to 
link  their  massive  networks 
worldwide  and  meld  their  fi'e- 
quent-flier  progi'ams,  though 
they  won't  exchange  owner- 
ship stakes.  But  the  deal 
hinges  on  liberalized  U.S.- 
Britain aviation  agi-eements. 
And  the  British  government 
will  likely  demand  concessions 
to  protect  Vii-gin  Atlantic  Air- 
ways. Meanwhile,  the  Eiu'o- 
pean  Commission  plans  to  re- 
view the  deal.  In  the  U.  S., 


CLOSING  BELL 


SNAPPING  BACK 

Poor  Eastman  Kodak.  The  Clin- 
ton Administration  is  poised  to 
file  a  complaint  with  the  World 
Trade  Organization  based  on 
Kodak's  charges  that  Fuji  has 
conspired  with  the  Japanese 
government  to  limit  sales  of 
Kodak  film  in  Japan.  Kodak, 
which  raised  the  allegations  a 
year  ago,  had  hoped  direct 
U.  S.-Japan  negotiations  would 
yield  it  greater  access  to 
Japan's  market.  But  Tokyo  has 
steadfastly  refused  to  bargain. 
Kodak's  stock  closed  up  1  on 
news  of  the  filing,  at  11%,  on 
June  12. 
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DATA'  BLOOMBEHr.  FINANCIAL  MARKETS 


Continental  Airlines  is  already 
calling  for  a  divestiture  of 
routes  and  landing  slots  by  ba 
and  American,  and  usAir  is 
likely  to  demand  a  better  deal 
for  feeding  passengers  to  ba. 

HAPPY  TRAILS, 

T.  BOONE  

END  OF  AN  era:  T.  BOONE 

Pickens,  head  of  Mesa  and 
ex-cori)orate  raider,  vnll  step 
dovm  as  ceo  from  the  com- 
pany he  founded  40  years 
ago.  A  Mesa  spokesman  says 
Richard  Rainwater,  the  Texas 
financier  leading  a  recapital- 
ization of  debt-laden  Mesa, 
asked  Pickens  "to  step  aside 
in  due  course."  Pickens  will 
stay  in  the  top  job  until  a 
successor  is  named  and  will 
remain  on  the  board.  Earher 
this  year,  Rainwater  agreed 
to  invest  up  to  $265  million  in 
Mesa  in  a  deal  that  will  give 
him  board  control  if  share- 
holders approve  the  change 
in  a  June  25  vote.  Rainwater 
was  unavailable  for  comment. 


NET  CENSORSHIP 
GETS  SUPPED  DOWN 

SCORE  ONE  FOR  FREE  CYBER- 

speech:  On  June  11,  Philadel- 
phia's federal  couil  of  appeals 
unanimously  stnack  downi  the 
Conmiunications  Decency  Act 
of  1996.  The  court  said  the 
law,  which  criminalizes  onUne 
distribution  of  indecent  ma- 
terials to  minors,  violates 
constitutional  free-speech  pro- 
tections. It  said  online  com- 
munications should  have  at 
least  the  same  broad  First 
Amendment  rights  as  print. 
The  government  will  likely 
appeal  to  the  U.  S.  Supreme 
Court,  which  will  probably 
hear  the  case  this  fall. 

NEW  VICTIM  AT  THE 
LONDON  EXCHANGE? 

ON  THE  HOT  SEAT:  THE  LONDON 

Stock  Exchange  on  June  11 
named  Gavin  Casey,  formerly 


HEADLINER:  CHARLES  KERN  AG  HAN 


FIRST  KATHIE  LEE,  NOW  GOOFY? 


He  isn't  winning  friends 
among  retailers,  but 
Charles  Kernaghan  is  find 
ing  support  elsewhere  for 
his  anti-sweatshop 
campaign.  Having 
revealed  in  May 
that  $19  Kathie 
Lee  Gifford 
pants  sold  at 
Wal-Mart  Stores 
were  made  in  a 
Honduran  sweat- 
shop, the  executive 
director  of  New  York's  Na- 
tional Labor  Committee  is 
now  investigating  Walt  Dis- 
ney, which  licenses  the 
manufacture  of  trade- 
marked  apparel  in  Haiti. 
"We're  actually  changing 
the  culture.  More  people 
know  about  sweatshops 
than  ever  before,"  he  ex- 
ults. Disney  says  its  fac- 


tories are  ran  responsibly. 

Kei'naghan  got  concerned 
about  Central  American  hv- 
ing  conditions  at  a  peace 
march  there  in  1985 
and  has  worked 
on  the  issue  ever 
since.  He  joined 
the  NLC  in  1988 
and  became  its 
chief  in  1990. 
"He's  had  a  huge 
^  effect.  This  is  the 
biggest  discussion 
we've  had  on  sweatshops  in 
a  decade,"  says  Representa- 
tive George  Miller  (D-Calif.). 

Kernaghan  isn't  sympa- 
thetic to  those  who  com- 
plain about  his  tactics.  "The 
companies  aren't  the  vic- 
tims here.  The  workers 
are,"  he  says.  Not  for  long, 
if  Kernaghan  has  his  way. 

By  Susan  Chandler 


chief  operating  officer  of  Mer- 
rill Lynch-owned  Smith  New 
Court,  as  its  new  chief  execu- 
tive. Casey  is  the  third  ceo 
in  as  many  years  for  the  em- 
battled exchange,  which  is 
struggling  with  new  competi- 
tion and  an  internal  fight  over 
its  future.  His  predecessor, 
Michael  Lawrence,  was  fired 
in  January  for  moving  too 
quickly  to  replace  London's 
antiquated  trading  system. 
Now  Casey  vrill  have  to  over- 
see the  transition,  balancing 
the  intei-ests  of  his  foi-mer  em- 
ployer with  those  of  investors 
seeking  lower  trading  costs. 

BROTHERLY  LOVE 
IN  MOTOWN  

WARNING — DIFFICULT  ROAD 

ahead:  On  June  12,  the  open- 
ing day  of  Big  Three  contract 
talks  in  Detroit,  United  Auto 
Workers  President  Stephen 
Yokich  specifically  targeted 
General  Motors  parts  chief 
J.  T.  Battenberg  III  as  a  ma- 


jor source  of  tension  be  twee 
labor  and  management  in  Mi 
tovra.  Yokich  said  that  liis  n 
lationship  with  Battenber 
has  "been  lousy  since  the  da 
I  walked  in  the  room  and  m< 
the  man."  Asked  how  Battel 
bei'g  could  smooth  the  water 
Yokich  had  a  ready  repl; 
"Quit!"  Battenberg  couldn 
be  reached  for  comment,  b 
GM  labor  negotiator  Gera 
Knechtel  says:  "My  expe 
ence  with  Steve  is  when 
says  something,  he  means  it 

ETCETERA... 


■  Investors  pulled  some  $1 
billion  out  of  Fidelity's  Maj| 
ellan  fund  in  May. 

■  The  Democratic  Nation; 
Committee  is  charging  thi 
Bob  Dole  has  exceeded  can 
paign-spending  limits. 

■  AT&T  says  it  is  gunning  f( 
as  much  as  a  third  of  tl 
local  telephone  market. 

■  Singing  telegrams  for  tl 
'90s?  DHL  launched  voice  m2 
to  go  with  DHL  packages 
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The  world's  best  selling  laptop  carries 
Dur  name.  So  do  satellites,  TVs,  ATM 
nachines,  and  many  otiier  products.  And 
A/ith  that  name  comes  the  technology  that 
earned  us  our  reputation.  It's  this  expertise 
:hat  makes  our  full  line  of  copiers  and  fax 
nachines  the  most  dependable  office 
Droducts  anywhere. 

And  the  Toshiba  Quality  Commitment 


In  Touch  with  Tomorrow 

TOSHIBA 

C0PII:RS  ♦  FAX 


Guarantee  assures  your  complete  satisfactio 
It  means  any  copier  or  fax  covered  by  our  Hi^i^^^ 
guarantee  will  meet  factor/  specifications,  i 
we'll  replace  it.  Period.  idjiifiniijt 

To  find  out  more  about  Toshiba  copiers  tLauchF; 
and  fax  machines,  call  1-800-GO-TOSHIBA  h^\\^ 
And  put  our  name  to  work.  ^''iT/vnoii 

Visit  us  online  at:  '*%p 
http://www.toshiba.com/tais/eid/products]  !"'Setiatoi 
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j/iashington  Outlook 


TED  BY  OWEN  ULLMANN 


ITIZEN  DOLE:  TOO  MIDDLE, 
DO  SOON? 


or  a  while,  Bob  Dole's  game  plan  seemed  to  be  working 
smoothly.  First,  he'd  fii"m  up  the  Republicans'  conserva- 
tive base  by  embracing  tax  cuts,  attacking  liberal  judges, 
opposing  gay  maniages.  Later,  he  would  follow  the  advice 
is  mentor,  Richard  M.  Nixon,  and  woo  the  centrist  swing 
irs  ciucial  to  capturing  the  White  House, 
ut  Dole  is  not  one  to  follow  neatly  packaged  scripts.  Be- 
ever  soHdifying  his  right  flank,  the  lifelong  consensus- 
der  is  rushing  to  the  political  middle.  His  clumsy  at- 
pts  to  insert  a  GOP  platform  provision 
ng  for  tolerance  on  abortion  ended  up 
jring  activists  on  both  sides  of  the  divi- 
issue.  Then,  in  his  Senate  fai'ewell  speech 
une  11,  he  lauded  hberal  icons  George  S. 
Jovern,  Hubert  H.  Humphrey,  and  Ed- 
d  M.  Kennedy,  while  embracing  favored 
locratic  programs  such  as  food  stamps, 
upshot:  Hardcore  conservatives  are  once 
n  suspicious  that  their  Presidential  stan- 
Ibearer  is  as  squishy  at  the  coi'e  as,  well, 
Clinton. 

'ole's  tack  reflects  the  desperation  of  a 
paign  far  behind  in  the  polls — as  well  as 
candidate's  own  centrist  instincts.  But 
retired  Kansas  senator  is  playing  a  dan-  DOLE  Cli/n  kin 
)us  game.  "There's  a  mad  scramble  for 
middle,  but  Bill  Clinton  has  beaten  Bob  Dole  there," 
1  Rutgers  University  political  scientist  Ross  K.  Baker, 
'se.  Dole's  shift  could  cost  him  gop  foot  soldiers.  "It's 
r  high  risk,"  says  Atlanta  pollster  Claibourne  Darden. 
could  deflate  enthusiasm  on  the  right  and  may  even 
npt  a  protest  candidate." 

iven  before  he  stured  up  an  intraparty  scium  on  abortion, 
3  seemed  to  be  distancing  himself  fi'om  party  conserva- 
s.  On  economics,  he  refused  to  be  hurried  into  a  massive 
Dly-side  tax  cut,  expressing  concerns  about  its  effect  on 
deficit.  And  on  social  issues,  he  said  he  might  tap  a  nni- 


ning  mate  who  favors  abortion  rights  and  affirmative  action. 

Dole's  repositioning  blew  up  on  him  when  he  tried  to 
broaden  the  gop  platform  on  abortion.  He  still  favors  a  con- 
stitutional amendment  banning  most  abortions.  But  hardline 
abortion  foes  rebelled  when  Dole  told  them  that  the  tolerance 
clause  would  be  included  in  the  platfomi's  pro-life  section — 
and  not  as  a  throw-away  line  in  its  preamble.  Dole  aides 
say  the  campaigii  is  simply  borrowing  from  language  Ronald 
Reagan  used  in  the  1980  platform.  But  even  some  supporters 
are  worried.  "I  don't  understand  what  he  is 
doing,"  says  Iowa  Governor  Terry  E. 
Branstad,  a  pro-life  Republican.  Anti-abor- 
tion activists  are  promising  a  messy  floor 
fight  at  the  San  Diego  convention.  And  some 
hardliners  are  redoubling  efforts  to  persuade 
Dole  primary  I'ival  Patrick  J.  Buchanan  to 
mount  an  independent  challenge. 

Some  political  observers  think  they  know 
what  Dole  is  up  to.  They  figiu'e  he's  following 
tlie  same  strategy  that  earned  Vu'ginia  Sena- 
tor Jolin  W.  Warner  to  a  landslide  victory  over 
a  supply-side  economist  in  a  June  11  gop  pri- 
maiy.  Warner  won  support  fi'om  moderate  Re- 
[lublicans,  independents,  and  Democi'ats  who 
feared  his  opponent's  ties  to  the  Christian 
Right  and  gun  activists.  University  of  Vir- 
ginia pohtical  scientist  Larry  J.  Sabato  says  Dole's  strategy  is 
to  appeal  to  suburban  independents  and  Clinton-leaning  Re- 
publicans by  acting  hke  "a  tough,  coiu'ageous  leader  willing  to 
stand  up  to  extremists."  Besides,  conservatives  won't  bolt, 
says  one  Dole  insider.  "They  have  one  choice:  Bob  Dole." 

That  might  be  Dole's  hope.  But  if  he  doesn't  pursue  his 
plan  skillfully,  he  could  end  up  looking  like  another  pol  with 
his  finger  to  the  political  wind.  And  that  means  that  Dole's  at- 
tacks on  Slick  Willie  in  the  White  House  vdll  fall  flat  if  he 
comes  across  as  Bobbing  Bob. 

By  Richard  S.  Dunham,  with  Douglas  Harbrecht 
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CAPITAL  WRAPUP 


!T'S  MAKE  A  DEAL 

Could  a  North  Carolina  connection 
Ip  Fed  Chairman  Alan  Greenspan 
n  confirmation  to  a  third  term?  Sen- 
ar  Lauch  Faircloth  (R-N.  C.)  says 
'11  stop  blocking  lawyer  Brooksley 
Born's  nomination  to  head  the 
)mmodity  Futures  Ti'ading  Commis- 
in  if  Senator  Tom  Harkin  (D-Iowa) 
leases  his  hold  on  Greenspan's, 
fhind  Faircloth's  overture:  The  Sen- 
i  logjam  is  keeping  Fannie  Mae 
ce-Chairman  Franklin  D.  Raines 
)m  replacing  White  House  Budget 


Director  Alice  M.  Rivlin,  who's  await- 
ing confirmation  as  Fed  vice-chair- 
man. Raines  is  a  Tarheel  State  native 
who  recently  hit  it  off  with  Faircloth. 

HARVARD  BECKONING? 

►  Labor  Secretary  Robert  B.  Reich  is 
out  the  door  after  the  November  elec- 
tion, predict  colleagues.  Reich's  wife. 
Northeastern  University  law  profes- 
sor Clare  Dalton,  and  their  children 
moved  back  to  Cambridge,  Mass.,  last 
fall  because  Dalton's  two-year  leave 
was  up.  Reich,  on  leave  from  Harvard 
University,  is  mum  on  his  plans. 


THE  COST  OF  CANDOR 

►  One  of  Washington's  dirty  little 
secrets  is  that  Congress  holds  down 
the  size  of  the  federal  deficit  each 
year  by  spending  the  surplus  in  the 
Social  Security  trust  fund.  Now, 
House  Republican  freshmen  and  Sen- 
ate Democrats  are  demanding  an  end 
to  raids  on  the  trust  fund.  But  gop 
congressional  leaders  are  resisting 
these  calls  for  reform.  Why?  Honest 
budgeting  would  boost  the  deficit  by 
$65  billion  this  year — too  high  a  cost 
for  shooting  straight  with  taxpayers. 
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International  Business 


CHINA 


MICROSOFT'S 
LONG  MARCH 


Its  Chinese  ploy 
may  win  big-or 
cost  the  software 
giant  dearly 

You'll  forgive  managers  at  Microsoft 
Corp.'s  Beijing  headquarters  if 
they  sometimes  feel  like  they're 
behind  enemy  lines.  China  is  the 
Barbary  Coast  of  old  when  it  comes  to 
software  piracy,  harboring  huge  plants 
that  churn  out  some  54  million  illegal 
software  packages  each  year.  In  a  mar- 
ket located  just  blocks  away  from  Mi- 
crosoft's office,  bogus  copies  of  the  lat- 
est Chinese  versions  of  Windows  sell 
for  just  $5  before  they  are  even  offi- 
cially released. 

But  the  treacherous  environment  isn't 
stopping  the  U.  S.  software  giant  from 
pressing  ahead  with  one  of  its  most  ex- 
tensive technology-sharing  progTams  in 
the  developing  world.  While  Microsoft 
spends  considerable  enei'gy  trying  to 
shut  down  China's  counterfeiters,  it  also 
is  spending  $2  million  a  year  to  train 
Chinese  technicians  and  progi-ammers. 
And  it's  plowing  millions  more  into  some 
two  dozen  strategic  tie-ups  with  gov- 
ernment ministries,  local  comj^uter  mak- 
ers, and  universities  to  help  bring  Chi- 
na's software  industry  into  the  21st 
centiuy.  In  the  process,  Microsoft  says  it 
is  sharing  some  of  its  proprietary  code, 
the  basic  building  blocks  of  its  pro- 
gi'ams,  with  government  research  insti- 
tutes to  co-develop  Chinese  versions  of 
its  operating  systems. 

Why  would  Microsoft  be  generous 
with  its  technology  in  a  country  where 
it  is  so  difficult  to  protect  intellectual 
property?  The  answer  is  that  the  com- 
pany is  playing  the  market  two  ways. 
Officially,  Chairman  William  H.  Gates 
III  has  taken  a  hard  stance  in  the 


U.  S.'s  dispute  over  intellectual  proper- 
ty rights  enforcement.  Gates  and  other 
U.  S.  software  executives  argue  that 
Washington  should  hit  China  with  sanc- 
tions if  it  fails  to  shut  down  rogue  CD 
plants  by  a  June  17  deadline. 

But  most  experts  are  expecting  some 
sort  of  compromise.  And  in  reality,  the 
Redmond  (Calif.)  giant  would  not  want 
the  U.  S.  to  push  relations  with  Bei- 
jing over  a  cliff.  The  reason  is  that  Chi- 
na is  the  woiid's  biggest  emerging  soft- 
ware market.  Over  the  next  five  years, 
China  plans  to  invest  billions  to  com- 
puterize its  immense,  paperbound  fi- 
nancial sector,  government  bureaucracy, 
and  state  indu.stries.  As  the  Chinese 
also  rush  to  buy  personal  computers 
for  theii'  homes  and  small  businesses,  PC 
sales  are  expected  to  explode  from  1 
million  units  in  1995  to  5  niillion  in  2000, 
according  to  International  Data  Corp. 
Microsoft  is  clearly  positioning  itself  to 
be  king  of  China's  software  industry. 
PIRATE  POWER.  Paradoxically,  the  pro- 
liferation of  cheap,  pirated  editions  of 
software  may  end  up  bolstering  Mi- 
crosoft's position  in  the  long  run.  An 
estimated  80%  of  computers  in  China 
already  run  on  Microsoft's  Windows  95, 
Windows  nt,  and  dos  operating  sys- 
tems— even  though  much  of  the  soft- 
ware is  bootlegged.  Apple  Computer's 
share  of  the  market  is  only  about  3%. 
"The  pirates  are  actually  heljMng  Mi- 
crosoft greatly,"  says  software  analyst 
Darwin  P.  Singson  of  Dataquest  Inc. 
in  Hong  Kong.  "They  are  creating  a 
huge  installed  base  of  customers."  Mi- 
crosoft anticipates  that  this  eventually 
will    lead    to    billions    of  dollars 


in  sales  of  ap- 
plications, up- 
grades, and  ser- 
vice contracts. 

And  while  Mi- 
crosoft's annual 
sales  in  China 
now  are  only 
around  $20  mil- 


GATESATTHEGATE 

He  takes  a  tough 
line  against  piracy, 
but  all  that  stolen 
software  is  helping 
Chairman  Bill 
conquer  China 
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ion,  they're  rising  fast  thanks  to 
government   purchases.  "We're 
looking  at  100%  growth  every 
year  as  far  as  we  can  see,"  says 
Bryan  Nelson,  Microsoft's  Hong 
Kong-based  director  for  Greater 
China. 

Microsoft  is  learning  that  de- 
veloping this  market  demands  a 
massive  on-the-ground  presence. 
To  alleviate  the  dearth  of  Win- 
dows applications  in  Chinese 
,  characters,  Microsoft  must  help 
progi'ammers  who  are  strong 
nil  academic  theory  but  weak 
ii  turning  out  commercially 
-  iable  products.  It  also  must 
i  i-ain  thousands  of  technicians 
At  Chinese  banks,  state- 
Dwned  industries,  and  gov- 
ernment bureaucracies  to 
work  on  Windows.  "Mi- 
crosoft recognized  that  Chi- 
nese customers  need  more 
than  products,"  says  Vice-Pres- 
ident Yang  Jun  of  Cliina  National  Com- 
puter Software  &  Technology  Service 
Corp.  (cs&s),  which  is  working  with  Mi- 
crosoft on  huge  government  contracts  to 
install  data  networks.  "We  need  good 
consulting,  good  systems  integration, 
and  good  service." 

Microsoft  stumbled  in  its  early  ap- 
proaches to  the  Chinese  market.  Wlien 
it  opened  its  Beijing  office  in  1992,  Mi- 
crosoft planned  to  use  its  Tai- 
wan operations  to  supply  a 
Mandarin-language  version  of 
Windows  designed  especially 
for  the  mainland's  simplified 
characters.  But  the  Electron- 
ics Industry  Ministry  resented 
the  fact  that  Microsoft  was  re- 
lying on  the  mainland's  rival, 
Taiwan,  for  such  sophisticated 
work.  The  government  not  only 
wanted  such  operating  systems 
to  be  designed  in  China  but 
also  insisted  on  defining  the 
coding  and  standards  for  Chi- 
nese character  fonts — some- 
thing Microsoft  had  done  inde- 
pendently everywhere  else  in 
the  world. 

Gates  got  a  frosty  reception  when 
he  arrived  in  Beijing  in  March,  1994,  to 
launch  Chinese  Windows,  dubbed  P- 
Win.  In  a  flurry  of  meetings  with  offi- 
cials, he  argued  that  the  marketplace, 
not  governments,  should  set  standards. 
But  the  Chinese  electronics  industry 
threatened  to  ban  Chinese  Windows, 
and  President  Jiang  Zemin  personally 
admonished  Gates  to  spend  more  time 
in  China  and  "learn  something  from 
5,000  years  of  Chinese  history." 


Gates  sacked  his  old  China  manage- 
ment team  and  promised  to  cooperate 
with  Beijing.  He  also  took  Jiang's  ad- 
vice. The  next  fall.  Gates,  a  notorious 
workaholic,  took  an  extended  vacation  in 
China  with  his  then-pregnant  wife  and 
with  fellow  billionaire  Warren  E.  Buf- 
fett.  He  rode  a  bicycle  in  Beijing,  flew  a 
kite  at  the  Great  Wall,  explored  caves 
containing  Buddhist  shrines  along  the 
old  Silk  Road,  and  took  a  boat  on  the 
Yangtze  River 

TAXING  PROBLEM.  More  than  anything, 
executives  say,  the  trip  helped  Gates 
realize  the  magnitude  of  China's  com- 
puting challenge  and  why  Microsoft 
needed  to  work  with  Beijing.  Take  Chi- 
na's State  Administration  of  Taxation, 
which  has  the  task  of  boosting  the  gov- 
ernment's shaky  finances  by  imple- 
menting new  personal-income,  corpo- 
rate, and  value-added  taxes.  Beijing 
wants  to  monitor  tax  assessment  and 
collection  nationwide  through  a  central 
database.  Within  two  years,  the  bu- 
reau plans  to  fink  all  of  its  3,200  offices 
with  some  20,000  pes,  most  of  them 
running  on  Windows  95  and  Windows 
NT  and  connected  to  Microsoft  servers. 
Microsoft  also  is  working  with  the  Peo- 
ple's Bank  of  China,  the  country's  cen- 
tral bank,  which  wants  to  equip  its 
10,000  branches  with  Windows-based 
PCS  and  servers. 

To  boost  the  supply  of  technicians. 


HOW  MICROSOFT  IS  PENETRATING 
CHINA'S  SOFTWARE  MARKET 

^  Training  thousands  of  technicians  at 
centers  and  universities  in  China 

>  Developing  Chinese-language  Windows 
operating  systems 

's-  Putting  PCs  using  Windows  and  DOS 
into  government  ministries 

t'-  Working  with  Chinese  researchers  to 
develop  interactive  TV,  as  well  as  speech 
and  handwriting  recognition  programs 

DATA:  BUSINESS  WEEK  .  . 


Microsoft  has  set  up  training  institutes 
at  the  Chinese  Academy  of  Social  Sci- 
ences, tliree  universities,  and  more  than 
70  centers.  It  employs  32  full-time  Chi- 
nese insti-uctors,  trained  in  the  U.  S., 
who  teach  computer  architecture,  net- 
working, and  client-server  applications. 
In  addition,  Microsoft  has  tied  up  with 
Chinese  researchers  to  develop  technol- 
ogy in  such  areas  as  interactive  televi- 
sion and  Chinese  handwriting  and 
speech  recognition — areas  many  experts 
consider  ciaicial  to  the  popularization  of 
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PCS  because  of  the  diffic-ulty  in  entering 
Chinese  characters  onto  a  keyboard.  IBM 
also  is  collaborating  with  the  Chinese 
in  developing  software,  setting  up  some 
joint  universities  to  teach  object-oiient- 
ed  software  design. 

GANGBUSTERS.  Developing  a  legitimate 
Chinese  software  industry  in  close  co- 
operation with  top  ministries  and  in- 
stitutes helps  Microsoft  fight  against 
the  piracy  of  its  products.  Because  of 
the  way  it  has  insinuated  itself  into 
China,  Microsoft  is  often  able  to  pro- 
vide information  to  help  investigators 
identifv  illicit  retailers  and  manufac- 


of  control.  Pirates  currently  supply  98% 
of  the  Chinese  market  for  programs 
such  as  Windows  Office,  Lotus  1-2-3, 
and  AutoCAD,  according  to  the  Busi- 
ness Software  Alliance.  "As  we  move 
from  a  manufacturing-  to  an  informa- 
tion-based society,"  Gates  told  reporters 
recently  in  Washington,  "this  is  becom- 
ing a  real  issue." 

Clearly,  there  are  potential  risks  in 
Microsoft's  technology  collaboration  in 
China.  For  one,  sharing  its  design  code 
with  institutes  connected  to  the  Elec- 
tronics Ministry,  which  also  supervises 
state-owned  software  companies  try- 


t 


turei's.  In  one  case,  authorities  on  Apr. 
27  busted  a  plant  in  the  southern  city 
of  Guilin  that  was  turning  out  20,000 
bogus  software  CDs  a  day. 

The  problem  isn't  with  China's  big 
computer  manufacturers,  pes  made  by 
Chinese  companies  such  as  Legend 
Computer  and  Great  Wall  now  come 
bundled  with  legal  Windows  and  DOS. 
Trouble  is,  a  hefty  percentage  of  the 
PCS  sold  in  China  are  made  by  small 
manufactui'ers  such  as  Beijing  Three 
Creative  Coi'p.,  which  assembles  40  PCs 
per  month  from  components  available 
in  the  open  market.  Most  individuals 
who  purchase  such  pes  install  illegal 
software,  speculates  com])any  managei' 
Wang  Xudong. 

The  situation  with  more  lucrative 
business  applications  is  even  moi'e  out 


ing  to  develop  compet- 
ing operating  systems, 
could  boomerang.  "The 
cons  seem  to  outweigh 
the  pros,"  says  Joseph 
Lung,  managing  direc- 
tor of  Hong  Kong-based 
market  research  firm 
ATc  Ltd.  "Microsoft  is 


RED  CARPET 

Beijing  helped 
Microsoft  solve 
language  bugs, 
leading  to  a  formal 
launch  in  the 
Forbidden  City 


giving  away  its  family  jewels  for 
peanuts." 

But  to  Microsoft,  the  collaboration 
with  government  institutes,  although 
mandatory,  has  more  advantages  than 
disadvantages.  One  advantage  is  the 
strength  it  gives  the  company  to  over- 
come technical  challenges.  An  example 
of  the  problems  of  serving  China  from 
Taiwan  came  from  the  P-Win  version 
of  Windows,  which  used  the  mainland's 


simphfied  characters.  Many  Chinese  i 
users  found  P-Win  conftising  to  use  b 
cause  it  was  riddled  with  clumsy  tran 
lations.  And  it  didn't  work  with  mar 
progi"ams. 

Instead,  people  preferred  mainlan(] 
developed  programs  that  translai 
English  versions  of  Windows  into  Ma 
darin.  By  working  with  governmei 
agencies  to  develop  a  new  Cliinese  ve 
sion  of  Windows  95  based  on  nation 
standards,  executives  say.  Microsoft  h 
been  able  to  solve  most  of  the  buj 
faster  than  if  it  had  worked  on  its  ow 
Windows  is  now  officially  "endorsei 
by  the  government,  as  are  ,li 
and  Apple  operating  systems! 
BOGUS  BETAS.  Now  that  it  is  i 
longer  working  at  cross-purpos 
with  the  government,  Microso 
seems  to  be  achieving  its  top  o 
J  active — to  establish  Windows 
the  national  platform.  But  tl  II 
launch  of  Chinese  Windows  1  lo 
shows  how  difficult  it  will  be  f  et 
Microsoft  and  other  software  coi  ip 
panies  to  reap  the  benefits  ol 
I  heir  success.  As  part  of  its  usu  b 
"beta  test"  to  gauge  customer  r  0 
sponse,  Microsoft  distributed  a  es( 
\  ance  copies  to  a  handful  of  go  in 
ernment    agencies,    compUt  Ji 
makers,  and  state  enterpris(  jo 
Within  no  time,  the  pirates  we  urt 
at  woi'k.  Months  before  the  offic  e,' 
March  14  product  launch,  bog  ^ 
versions  of  Chinese  Windows  ic, 
were  available  all  over  Beijiii  n\ 
Quips  Greater  China  Direct  toe 
Nelson:  "Our  beta  test  was  wid  m 
than  we  expected."  irp 
Even  if  Washington  and  Beiji  orti 
resolve  their  intellectual  proper  irie 
differences  in  time  to  avoid  sai  p 
tions  and  coimtersanctions,  the  \^  !).( 
against  counterfeiting  will  rage  fei 
as  China's  pirates  move  deeper  v  il  t 
derground.  In  that  battle,  m 
crosoft  will  be  on  the  insic  iesi 
strongly  aligned  with  govemment  m:  itc 
istries  and  institutes.  The  strength  Ife 
those  I'elationships  is  why  the  compa  iH 
is  willing  to  take  a  gamble  aimed  at  Y 
timately  winning  domination  of  t  tj^, 
world's  biggest  market.  If  it  works,  a  laf, 
financial  losses  fi'om  the  ciUTent  rip-o  k 
of  its  software  will  seem  minuscule 
comparison. 

By   Pete   Engardio,   with  Dexn 
Roberts  in  Beijing 


Referring  to  its  sharing  of  technology,  one  analyst  says: 
''Microsoft  is  giving  away  its  family  jewels  for  peanuts" 


COMMENTARY 

By  Edith  Hill  Updike  and  Amy  Borrus 

THE  JUWI  THAT  GETS  AWAY  WITK  SAYING  NO  TO  AMERICA 


s  Japan's  economy 
recovers.  Tokyo's 
trade  bureaucrats  are 
etting  more  and  more 
)eky.  Despite  U.  S. 
emands  for  action  on 
isurance,  semiconduc- 
)rs,  and  film,  the  Japa- 
ese  believe  they  are 
Derating  from  a  position 
r  strength  and  that  they 
ave  the  Clinton  Admin- 
tration  tied  in  knots.  A 
"ucial  signal  came  in 
[arch,  when  Yoshihiro 
akamoto  of  the  Ministry 
[■  International  Ti'ade  & 
idustry  proclaimed: 
rhe  era  of  bilateralism 
over."  His  meaning  is 
ecoming  clear:  The 
apanese  perceive  they 
0  longer  have  to  bend  to 
merican  pressure. 
One  reason  the  Japa- 
ese  can  take  this  posi- 
on  is  that  President 
linton  is  claiming  victo- 
f  on  the  trade  front  as 
art  of  his  reelection  dri- 
e.  There  has  undeniably  been  some 
regress,  as  retailers  such  as  Gap 
ic.  and  medical  equipment  supph- 
rs  make  headway  in  Japan.  But 
rogress  is  much  less  than  it  ap- 
ears.  U.  S.  auto  exports  surged 
irgely  on  the  basis  of  reverse  im- 
orts  from  Japanese  transplant  fac- 
jries.  Gains  by  the  Big  Three  in 
apan  are  decidedly  modest  (page 
9).  Overall,  America's  shrinking 
eficit  owes  more  to  currency  shifts 
nd  the  sharp  increase  in  overseas 
lanufacturing  by  Japanese  compa- 
ies  than  to  opening  markets. 
ATCH-22.  After  November,  it's  pos- 
ible  that  Bill  Clinton  or  Bob  Dole 
Duld  choose  to  get  tough  again  with 
rime  Minister  Ryutaro  Hashimoto's 
overnment.  But  the  Japanese  have 
n  ace  in  the  hole — the  World  Ti-ade 
•rganization.  The  WTO  bars  its 
lembers  from  taking  unilateral  ac- 
ions  such  as  the  sanctions  pre- 
cribed  by  Section  301  of  U.  S.  trade 
iw.  But  it  doesn't  cover  the  subtle 
arriers  that  often  keep  foreigners 
ut  of  Japan:  cozy  government- 
idustry  ties,  inaccessible  distribu- 
on  systems,  and  a  "Buy  Japanese" 
lentality. 


PRIME  MINISTER  HASHIMOTO:  His  ace  in  the  hole  is  the  WTO 


COCKY  STANCE 


Tokyo  bureau,crats 
are  in  a  position  of  strength,  caused 
in  part  by  Clinton's  claiming  victory 
on  trade  to  help  get  reelected 


No  matter  what  spin  the  Admin- 
istration decides  to  place  on  it,  re- 
ferring Eastman  Kodak  Co.'s  com- 
plaint over  access  to  the  Japanese 
market  to  the  WTO  is  highly  unhkely 
to  yield  much  satisfaction  l^or  Kodak. 
"The  WTO  does  not  protect  the  U.  S. 
from  Japanese  trade  violations  but 
does  protect  Japan  from  any  at- 
tempt by  the  U.  S.  to  protect  itself," 
says  leading  Japan  critic  Chalmers 
A.  Johnson.  Nor  are  the  Americans 
likely  to  achieve  their  goals  in  re- 
newing a  semiconductor  accord  in 
talks  scheduled  for  late  June. 

In  retrospect,  the  1995  automo- 
tive talks  were  a  defining  moment. 
After  all,  the  U.  S.  threatened  to  im- 
pose sanctions  on  cars  but  then  set- 
tled for  a  deal  that  encouraged  the 
expansion  of  Japanese  transplants 
more  than  it  opened  the  Japanese 
market  to  Detroit.  Laments  a  U.  S. 
executive  in  Tokyo,  "I  don't  see  how 
we'll  regain  leverage  now." 

The  U.  S.  certainly  has  leverage, 
if  it's  willing  to  use  it.  American 
membership  in  the  WTO  is  important 
to  Japan,  and  Washington  could  use 
a  threat  to  withdraw  that  as  negoti- 
ating leverage.  There's  also  the 


U.  S. -Japanese  security 
arrangement,  but  the 
Americans  refuse  to  at- 
tempt to  play  that  card 
for  trade  gains.  In  April, 
Clinton  came  to  Tokyo 
offering  to  close  down 
Futenma  Air  Station  to 
ease  the  opposition  to  the 
American  military  pres- 
ence. That  gift  boosted 
Prime  Minister  Hashimo- 
to's standing  at  home, 
but  President  Clinton 
got  nothing  in  return. 
Now,  certain  U.  S.  nego- 
tiators are  privately 
seething  about  what  one 
of  them  calls  Tokyo's 
"lack  of  gratitude." 

But  the  Japanese  re- 
sponse to  weakness  is  to 
take  advantage  of  it. 
That  helps  explain  their 
recent  backtracking  in 
insurance.  Foreign  insur- 
ers have  long  been  kept 
out  of  Japan's  primary 
life  and  nonlife  insurance 
markets,  being  allowed  to 
compete  only  in  the  tiny  personal- 
injury  segment,  less  than  5%  of  the 
total  market.  In  1994,  the  two  coun- 
tries agreed  that  deregulation 
should  proceed  in  the  broader  mar- 
kets so  that  foreigners  could  get 
slices.  But  Japan's  latest  law  does 
just  the  opposite,  by  opening  the 
small  sector  to  Japan's  major  life 
insurers.  "The  word  'agreement'  has 
lost  its  meaning,"  says  former  Inter- 
national Ti-ade  Commission  chair 
Paula  Stern. 

Given  the  ebb  and  flow  of  trade 
disputes  with  Japan,  some  experts 
argue  that  the  U.  S.  won't  let  Japan 
slide  forever.  "This  is  just  a  tempo- 
rary lull,"  Stern  says.  Unfortunately, 
the  current  bumbling  and  inconsis- 
tency will  weaken  America's  position 
in  the  long  run.  Any  future  Admin- 
istration will  have  to  expend  huge 
energy  and  political  capital  to  regain 
credibility  with  Japan's  ministries. 
And  it's  not  just  Japan's  mature  and 
difficult  market  that's  at  stake.  All 
of  Asia  is  watching  and  learning, 
too. 

Updike  in  Tokyo  and  Boimis  in 
Washington  cover  trade. 
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EUROPE 


STORM  OVER 

THE  ENGLISH  CHANNEL 

A  fare  war  rattles  carriers  but  tickles  travelers 


Jackie  Blair,  a  young  liairdresser 
from  the  south  of  England,  is  jos- 
tled slightly  as  the  ferry  Invicta 
shoves  off  to  cross  the  English  Channel. 
But  Blair  doesn't  mind  getting  tossed 
about.  The  boat  trip  from  Dover  to 
Calais  is  costing  her  a  rock-bottom  $25, 
which  covers  round-trip  fares  for  her- 
self, her  car,  and  three  friends.  It's  a 
great  deal — a  year  ago,  the  same  trip 
vi'ould  have  cost  her  three  times  as 
much. 

Blair  and  thousands  of  othei-  Eui-o- 
peans  are  benefiting 
from  the  first  serious 
price  v\^ar  ever  in  the 
once  cozy  channel  mar- 
ket. For  decades,  fer- 
ry operators  led  by 
p&o  European  Ferries 
and  Stena  Line  dictat- 
ed the  prices  of  a  boat 
crossing,  while  British 
Airways  and  Air 
France  charged  super- 
high fares  for  the  hop 
between  Heathrow 
Auport  and  Chai'les  De 
Gaulle.  But  now,  the 
Channel  Tunnel  is  in 
full  operation,  offering 
a  serious  thi-eat  to  both 
ferries  and  planes.  The 
resulting  clash  should 
be  a  bonanza  for  con- 
sumers. But  a  serious 
financial  setback  is  like- 
ly for  the  company  that 
bids  fares  too  low. 

A  sign  of  the  war's 
intensity  is  the  preva- 
lence of  deals  during 
the  peak  summer  sea- 
son, normally  the  time 
when  passengers  pay  full  price.  Hair- 
di'esser  Blair,  for  example,  could  have 
opted  for  a  $91-per-person  offer  by 
Britain's  Automobile  Assn.  that  in- 
cludes ferry  passage  for  a  car  and  its 
occupants,  one  night  in  a  three-star 
Paris  hotel,  and  six  bottles  of  wine. 
Ferry  operator  Stena  offers  a  %'.j4'4 
ferry-crossing  package  with  a  two- 
night  stay  in  a  deluxe  Champagne  re- 
gion hotel,  gourmet  meals  included.  To 
improve  its  popularity  with  budget- 


minded  families,  Stena  has  even  in- 
stalled on-board  McDonald's  restau- 
rants. Normally  above-the-fray  British 
Airways  PLC  has  dropped  its  fares, 
too.  With  a  Saturday  night  stay  in- 
cluded, a  London-to-Paris  round-trip 
ticket  now  costs  just  $138,  down  from 
$229  a  year  ago. 

Driving  all  these  fares  down  is  the 

Channel  Timnel.  Ti'avelers   

between  London  and  Paris 
increasingly  are  choosing  to 
ride  the  Eurostar  train  from 


TIE-IN:  Cola  tabs,  and 
$150,  will  buy  two  people 
tickets  on  the  Eurostar 


How  to  Get  from  London  to  Paris 


ROUND-TRIP  COST  PER  PERSON* 


ROUTE 

CAR  FERRY 

LE  SHUniE 

EUROSTAR 

TRAIN 
AND  FERRY 

PLANE 

'Various  restri 

tolls,  four  people  per  car  DATA  AUTOMOBILE  ASSN..  BRITISH  AIRWAYS,  EUROSTAR,  P&O  FERRY,  BRITISH  RAIL 


Boat  carries  car  to  Calais*'^ 

Train  carries  car  tiirough  Channel  Tunnel  to  Calais** 

Passenger  train  connects  London  to  Paris  via  Channel  Tunnel 

Passengers  take  a  train  to  Dover,  a  ferry  to  Calais,  and 
a  second  train  to  Paris 

Flight  connects  Heathrow  and  Charles  de  Gaulle  airports 


ctions  on  length  of  stay  apply,  except  for  train  and  ferry  ** Includes  gasoline  and 


London,  through  the  tunnel,  to  Paris. 
Total  travel  time:  just  under  three 
hours.  More  and  more  drivers  prefer 
Le  Shuttle,  which  whisks  cars  from 
Folkestone — up  the  I'oad  fi'om  the  feiry 
companies'  Dover  docks — and  through 
the  tunnel  in  special  I'ailcars. 

Le  Shuttle  service  now  claims  to 
have  lured  away  40%  of  the  ferries' 
business.  And  Eurostar,  which  appeals 
mostly  to  business  travelers,  is  poaching 
on  the  air-shuttle  market,  ba  alone  used 


to  carry  1  million  passengers  a  yea 
between  London  and  Paris,  but  trafB 
slumped  18%  from  April  to  Decembel 
of  last  year.  Eurostar  is  now  carryin 
400,000  people  a  month — more  than  thji 
300,000  per  month  the  major  airline 
carried  in  1995. 
BE  WARY.  The  marketing  war  will  hea 
up.  In  IMay,  a  consortium  including  er 
trepreneur  Richard  Branson's  Virgi 
Group  won  the  right  to  operate  BritisI 
Rail's  portion  of  Eurostar.  A  whiz  s 
selling,  Branson  immediately  set  aboi 
undercutting  his  longtim.e  nemesis,  Bj 
Within  days,  Eurostar  unveiled  a  sle' 
of  special  deals,  some  tying  in  with  otl 
er  Branson  products.  Later  this  montl 
two  people  can  travel  second-class  o 
Eurostar  between  London  and  Paris  c 
Brussels  for  $150,  pli 
tabs  from  Virgin  Col 
cans.  A  frequent-use 
program  is  planned  j 
well,  in  hopes  of  boos' 
ing  annual  channel  tra 
fic  tenfold,  to  30  milUc 
passengers,  by  2000. 

The  protagonists  i 
this  pitched  battl 
must  beware  of  gettin 
travelers  used  to  lo' 
fares.  Eurotunnel 
which  operates  th 
Channel  Tunnel  infn 
stnactui'e  and  Le  Shu 
tie  and  receives 
share  of  Eurostar  rei 
enues,  needs  highe: 
paying  passengers  if 
is  to  make  any  hea( 
way  in  paying  off  $1 
billion  in  constructic 
debt. 

P&o  European  Fe: 
ries,  with  $1  bilHon 
revenues,  is  also  struj 
gling  after  spendir 
.$620  million  on  uj 
grades  over  seve 
years.  One  new  shi] 
the  Pride  of  Burgund 
is  as  long  as  two  sq< 
cer  fields  and  spori 
executive  lounges  ar 
a  white-tablecloth  restaurant.  But  ?& 
is  having  a  hard  time  recouping  its  ii 
vestment  as  passenger  numbers  declin 
The  ship  line  is  asking  the  British  go' 
eiTiment  to  lift  a  15-year-old  ban  again 
ferry  company  joint  ventures.  Remo' 
ing  the  ban  would  allow  joint  marked 
ing.  Perhaps  moi'e  important,  some  ou 
right  mergers  may  follow.  In  th 
turbulent  market,  passengers  won't  I 
the  only  ones  to  get  tossed  about, 


$44 
$55 
$95 
$110 

$138 


By  Katherine  Ann  Miller  in  LoruU^ 
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WE  INTERRUPT  THE 
INDUSTRY  SHIFT 

TOWARD 
CLIENT/SERVER 
FOR  AN  IMPORTANT 
ANNOUNCEMENT: 


CONFIGURABLE  NETWORK 
COMPUTING  IS  HERE. 


J.D.  Edwards  is  proud  to  introduce  a  remarkable  new  software  architecture  that 
delivers  all  the  power  and  flexibility  of  networked  applications,  while  transcending 
many  of  the  technical  limitations  of  client/server.  Configurable  Network 
Computing,"  or  CNC,  can  distribute  business  objects  and  data  across  a  network 
spanning  your  office  or  the  globe.  Yet  it  can  tie  all  your  business  operations  into  a 
single,  integrated  entity.  Better  still,  your  CNC  network  can  include  UNIX, 
Windows  NT,  OS/400  and  MVS  systems.  You'll  find  CNC  exclusively  in  OneWorld  " 
enterprise-wide  software  from  J.D.  Edwards,  a  leader  in  business  software  for 
nearly  20  years,  with  almost  4,000  customers  in  over  90  countries.  For  a  free  white 
paper  detailing  CNC's  benefits,  call  1-800-727-5333.  Or  visit  www.jdedwards.com 


SOFTWARE  FOR 


'96  J.D.  Edwards  is  a  registered  trademark  ot  J.D-  Edwards  &  Company.  OneWorld  and  Configurable  Network  Computing  are  trademarks  of  J.D.  Edwards  World  Source  Company. 


International  Business 


BRITAIN 


BIG  SALE 
AT  HARRODS? 


Its  controversial  owners  may  offer  shares  in  the  London  store 


On  a  noiTTial  Thursday  morning  out- 
side Hari'ods  department  store  in 
London's  tony  Ivnightsbridge  sec- 
tion, more  than  100  people  are  waiting 
impatiently  for  opening  time.  For  Cali- 
fornian  Patricia  Underdown,  55,  Har- 
rods  is  a  must-see  destination.  "I've 
heard  all  about  this  place  fi'om  my  hus- 
band. He  says  we  could  shop  all  day, 
have  breakfast,  lunch,  and  dinner  in 
different  places,  and  never  leave  the 
store."  Ti-ue  to  its  motto  of  "all  things, 
for  all  people,  everywhere,"  Harrods 
has  18  restaui'ants  located  throughout  a 
labyrinthine  25  acres  decorated  in 
eveiTyfthing  from  Egy]5tian  spliinxes  to  a 
bizairely  impressive  towering  sculpture 
of  fresh  fish  in  the  Food  Hall. 

The  grand  British  institution  and 
tourist  mecca  may  soon  be  using  its 
name  to  attract  investors  as  well  as 
shoppers.  Harrods  is  considering  going 
public,  says  a  spokesman.  Sources  close 
to  the  deal  say  the  possible  flotation 
would  be  for  20%  of  Harrods  shares, 
which  could  raise  as  much  as  $600  mil- 
lion. Such  pi'icing  implies  a  value  for 
the  company,  which  includes  real  es- 
tate, of  up  to  $3  billion.  Sounds  excit- 
ing— if  the  stormy  past  of  the  store's 
Egyptian-born  owners,  brothers  Mo- 


hamed  Al  Fayed  and  Ali  Fayed,  doesn't 
get  in  the  way. 

In  the  11  years  since  they  bought 
Harrods,  the  Fayeds  have  clashed  with 
tycoon  "Tiny"  Rowland,  who  coveted 
Harrods,  too.  Trouble  also  enipted  over 
a  damaging  1990  government  rej)ort  on 
the  brothers'  back- 
ground and  source  of 
financing.  And  Mo- 
hamed  Al  Fayed  was 
embroiled  in  a  1994 
controversy  involving 
Tory  members  of  Par- 
liament who  allegedly 
asked  questions  in  the 
House  of  Commons  on 
Mohamed's  behalf. 

In  all  these  affairs, 
the  Fayeds  have  nev- 
er been  found  guilty 
of  any  criminal  of- 
fense. Still,  some  ana- 
lysts believe  this  tur- 
bulent legacy  could  depress  the  piice  of 
an  offering  or  hurt  the  shares  later  if 
more  scjuabbles  occur.  Neither  brother 
would  comment,  but  a  spokesman  dis- 
misses such  fears  as  groundless. 

The  decision  to  float  stock  will  come 
this  fall.  Few  dispute  that  the  timing 


TOURIST  MECCA:  Harrods '  25  acres  Oj 
goods  and  18  eateries  draw  crowds 


MOHAMED  AL  FAYED:  A  series 
of  eyebrow-raising  incidents 


looks  good.  Pretax  profits  for  the  con 
pany,  HaiTods  Ltd.,  are  expected  to  ris 
28%,  to  $112  miUion,  on  sales  of  $7'i 
million  in  the  year  ended  Jan.  27,  199 
A  $3  billion  valuation  for  such  a  sma' 
retailer  sounds  oversized,  but  there  is  :jj 
precedent.  Another  luxuiy  London  n,} 
taller,  apparel  store  Harvey  Nicho!||i 
Group  PLC,  went  public  in  April  and  | 
now  trading  at  26  times  1997  estimate^ 
earnings.  Other  pm'veyors  of  luxiuy,  i^? 
eluding  Gucci  and  Investcorp  Interna 
tional,  the  parent  of  Saks  Fifth  Avenu| 
have  also  gone  public  of  late.  '« 
"WELL-MANAGED."   Harrods  has  inj 
proved  its  operation  under  the  stev? 
ardship  of  the  Fayeds.  Under  its  formtt 
owner,  the  holding  company  House  & 
Fraser,  Harrods  was  used  as  a  casji^ 
cow  to  support  other  stores  in  tkj 
Fraser  gi'oup.  The  Fayeds,  in  contrasj 
have  plowed  $385  million  into  renovil 
tions,  opening  two  new  floors  of  sell! 
ing  space  and  restoring  the  interioril 
original  Edwardian  look.  ! 

Today,  the  store  has  possibly  th 
highest  sales  per  square  foot  in  Britaiij 
according  to  David  C.  Beale,  dii-ector  | 
consultant  Management  Horizons  Ei| 
rope.  It  has  high  margins  of  14.4%,  a 
cording  to  consultant  Verdict  Researc 
vs.  just  under  12%  for  Selfridges,  tl; 
most  compai'able  store  in  London.  "Ha: 
rods  is  a  very  well-managed  brand: 
says  Beale,  who  sees  no  reason  to  wo|i 
ly  about  a  flotation's  success.  "It  wou 
be  well-received  by  the  market." 

The  Fayeds  have  big  plans  for  tl 
money  they  may  raise.  A  Harro( 
warehouse  will  be  coi 
verted  into  a  five-sti 
hotel  next  to  th 
store.  Also  likely  is  i 
expansion  of  the 
chain  of  Signatui 
boutiques,  which  s( 
Harrods-brand  me 
chandise  at  such  loc 
tions  as  Heathro 
Airport  and  on  boai 
luxury  liner  Quei 
Elizabeth  II. 

If  the  Fayeds 
manage  a  successf 
offering,  it  will  be  b 
cause  investors  end  \ 
sharing  Joanne  Clapp's  attitude, 
doesn't  matter  to  me  who  owns  it 
says  Clapp,  a  high  school  teacher  fro 
Cynthiana,  Ky.,  as  she  gathers  her  st 
dents  to  enter  the  store.  "We're  ju 
here  for  the  experience." 

By  Heidi  Dawley  in  Londi 
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Chrysler  Town  &  Country  LXi 


Its  your  classic 

996  Total  Quality  Award  for  "Best  Ownership  Experience" 

win 

Car  and  Driver  1996  "Ten  Best" 

win 

Automobile  Magazine  "AU  Stars  for  1996" 

win 

Popular  Mechanics  "1996  Design  &  Engineering  Award" 

win 

Popular  Science  "Best  of  What's  New"  1995 

win 


win 

Home  Mechanix  "Best  Value  Award"  1996 

win 

1996  North  American  "Car  of  the  Year" 

situation. 


1996  Total  Quality  Award  for  "Best  Ownership  Experience'  Chrysler  Town  &  Country  began  receiving 

xcolades  even  before  the  public  could  acquire  it.  The  accolades  have  continued,  with  award  after  atvard.  Noiv  the  public  has  spoken  and, 
med  on  Strategic  Vision's  1996  Vehicle  Experience  Study]"'  the  winning  streak  continues  with  the  1996  Total  Quality  Award  for 
Best  Ownership  Experience"  in  the  nunivan  categcjry.  Chiysler  Town  &  Country.  The  Ultimate.  Inquiries:  1-800-4-A-CHRYSLER. 


"Survey  of  3X6^2  totcil  Octoher-Nnveinhcr  new  vehicle  buyers  of  20(1+  models  during  the  first      diiys  of  ownership. 


A  5"  DVD  CAN  TRANSFORM  YOUR 
HOME  INTO  A  MOVIE  THEATER,  A  CONCERT  HALL, 
A  VIDEO  ARCADE  OR  A  LIBRARY. 


Music 


Toshiba  Miiltimedia 


TOSHIBA  TECHNOLOGY  SETS 
THE  STANDARD. 


Innovation.  At  Toshiba,  it's  the  word  we 
live  by.  It's  also  how  we've  approached  multi- 
media technology  from  the  beginning.  This 
view  has  enabled  us  to  create  a  range  of 
exciting  products  that  once  existed  only  in 
the  imagination.  We're  proud  to  have  started 
a  revolution  that  will  help  bring  Hollywood 
and  Silicon  Valley  together.  But  it's  only  just 
begun.  Get  ready  for  the  ride  of  your  life. 


Since  the  first  silent  celluloid  hero  rode 
a  flickering  beam  of  light  through  a  dark- 
ened theater,  the  medium  has  been 
evolving  to  this.  At  about  7  times  the  capacity 
of  a  CD,  DVD's  4.7  gigabytes  deliver 
feature-length  films  in  unbelievable  digital 
clarity.  Dolby®  Digital  (5.1)  surround 
sound.  A  choice  of  8  language  options 
and  32  subtitles.  Three  aspect  ratios. 
Parental  lockout.  Random  search.  And  no 
rewinding.  Fasten  your  seat  belt.  The 
show's  about  to  start.  Call  1.800.631.3811. 


In  Touch  with  Tomorrow 

TOSHIBA 

http://vwvw.toshiba.com 


International  Outlook 
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EDITED  BY  STANLEY  REED 


SaUEEZING  THE  PALESTINIANS 
COULD  SET  OFF  ANOTHER  INTIFADA 


On  June  7,  representatives  from  some  30  donor  countries 
met  with  Yassir  Ai-afat  at  the  U.  N.  compound  in  Gaza 
City.  The  Palestinian  Authority  chief  painted  a  gi'im  pic- 
ture of  the  situation  in  the  West  Bank  and  Gaza.  He  told  of 
near-stai'vation  conditions  in  parts  of  Gaza  and  warned  that 
this  was  playing  into  the  hands  of  Islamic  radicals.  He  ap- 
pealed to  the  international  coinmimity  to  sj^eed  up  its  promised 
assistance  and  demanded  that  the  Israelis  fork  over  $30  iTiiUion 
in  tax  revenues  that  they  have  been  slow  in  transferring. 

The  Palestinian  areas  could  well  turn  out  to  be  incoming 
Prime  Minister  Benjamin  Netanyahu's  biggest  headache.  He 
just  eked  out  an  election  victoiy  with 
promises  to  take  a  tougher  line  toward 
Palestinians  and  other  Ai-abs.  Yet  if  he 
is  not  careful,  he  could  find  himself 
dealing  with  a  renewed  intifada  in  the 
territories  or  even  Jerusalem.  "If  thi' 
economic  situation  remains  stagnant 
and  the  uncertainty  over  the  peace 
process  continues,  then  the  situation 
could  rapidly  deteriorate,"  says  Edward 
G.  Abington,  the  U.  S.  Consul  General 
in  Jerusalem. 

PERES'  LEGACY.  To  be  fair,  the  status 
quo  "Bibi"  Netanyahu  is  inheriting  from 
Labor  Pi'ime  Minister  Shimon  Peres  is 
bad.  Peres  preached  economic  cooperation  in  the  Middle  East, 
yet  he  inflicted  economic  hardsliip  on  the  Palestinians  by  clos- 
ing off  the  territories  in  response  to  last  Febiuary's  wave  of 
teiTor  bombings.  "Closure,"  as  the  blockade  is  known,  has 
brought  business  to  a  halt  in  the  Palestinian  areas  by  making 
importing  and  exporting  ft-om  them  virtually  impossible.  The 
World  Bank  is  projecting  a  20%  decline  in  economic  output  in 
these  areas  this  year.  Among  other  things,  closure  costs 
Arafat's  government  an  estimated  $6  million  a  day  in  tax  rev- 
enue, threatening  it  with  bankruptcy.  The  situation  is 
also  scaring  off  international  donors,  who  have  only 


IN  HEBRON:  Will  I'.ihi  lifl  t/ir  blockade? 


spent  $97  million  of  the  $875  million  pledged  this  yea: 
The  collapse  of  the  Palestinian  economy,  along  with  Nt 
tanyahu's  election,  has  American  officials  wondering  if  a 
that  has  been  achieved  in  the  Middle  East  in  the  past  fivi; 
years  is  about  to  unravel.  When  Netanyahu  visits  the  U. 
later  this  summer,  he  will  be  asked  to  ease  up  on  closm-e  an! 
give  the  Palestinians  a  boost  by  increasing  the  number  c 
Palestinian  workers  penrdtted  into  Israel.  This  has  declined  t] 
just  22,000  a  day,  compared  with  150,000  two  years  ago.  j 
POSITIVE  SIGN.  But  it  is  unceitain  how  Netanyahu  will  ra 
spond.  The  drive-by  killing  of  an  Israeli  couple  on  June  j 
may  force  Netanyahu  to  harden  his  p( 
sition — although  the  incident,  which  0( 
curred  in  Israel  and  not  the  teri-itorie 
highlights  closure's  shortcomings  as 
security  measure. 

One  positive  sign  is  that  Centr;i 
Bank  Governor  Jacob  A.  Frenkel  is 
the  top  of  Netanyahu's  list  for  the  ke 
post  of  Finance  Minister.  Frenkel,  wh 
is  highly  respected  abroad,  would  like! 
push  for  measures  to  encourage  Israel 
Palestinian  economic  cooperation.  "Th 
more  you  have  the  business  sector  ii 
volved,  the  larger  is  the  base  of  ind 
viduals  who  have  a  stake  in  the  conti] 
uation  of  the  [peace]  process,"  he  said  in  a  June  10  speech  1 
the  Institute  of  International  Bankers  in  New  York.  Frenkel 
presence  would  also  aid  Netanyahu's  hopes  of  attracting  fo: 
eign  investment  to  aid  his  ambitious  privatization  plans. 

But  until  the  post-election  picture  clears,  no  private  bus 
ness  is  going  to  spend  any  more  money  in  the  Palestinis 
areas  than  it  has  to.  Both  Palestinian  and  Israeli  executive 
are  postponing  deals  there.  Shimon  Peres'  dreams  for  tl 
Middle  East  are,  if  not  dead,  very  much  on  hold. 

Bi/  Neal  Sandler  in  Jerusalem,  with  Stan  Crock  i 
Washington 


GLOBAL  WRAPUP 


RUSSIA?^  MERGER  MANIA 

►  Despite  all  the  political  uncertainty 
in  Russia  these  days,  Moscow's  new 
corporate  giants  are  moving  ahead 
with  ambitious  plans  for  acquisition 
and  I'estructuring.  Oil  giant  Yukos 
has  been  swallowed  up  by  industrial 
conglomerate  Rosprom,  which  is  in 
turn  the  vehicle  of  Menatep  Bank 
kingpin  Mikhail  B.  Khodorkovsky. 
Khodorkovsky  becomes  chairman  of 
Yukos,  which  he  hopes  to  turn  into 
the  centerpiece  of  a  corporate  empire. 
Another  of  the  new  financial  giants, 


Oneximbank,  has  won  its  long  fight 
with  Norilsk  Nickel.  It  has  ousted  20 
top  Norilsk  managers,  including  the 
chief  executive.  Even  the  Communist- 
dominated  parliament  has  endorsed 
Onexim's  control  of  Norilsk. 

MORE  RED  INK  FOR  FRANCE 

►  France's  finances  are  looking  grim- 
mer. The  government  has  recently 
calculated  that  its  welfare  system 
deficit  may  ratchet  up  to  the  $9.6  bil- 
lion mark  this  year,  triple  the  deficit 
predicted  earlier. 

Weak  job  creation  in  a  morose  econ- 


omy is  the  main  reason.  The  shortfall 
casts  new  doubt  on  France's  ability  to 
meet  targets  specified  by  the  Maas- 
tricht Ti'eaty  for  a  single  European 
currency. 

Paris  received  yet  another  jolt  on 
June  11,  when  the  state  entity  that 
disposing  of  marginal  assets  former! 
owTied  by  troubled  Credit  Lyonnais 
announced  that  it  lost  $4.1  billion  las] 
year.  And  it  is  now  expected  that  thi 
selloff  is  hkely  to  require  an  additional 
30  months  to  complete.  As  the  sales  ji 
proceed,  even  more  losses  are  likely  w 
crop  up. 


To  find  out  why  other  companies  like  yours  took  the  leap  to  Lawson  Software,  visit  http'  //www  lawson  com  or  call  1-800-477-  T  357 


BUSINESS  SOFTWARE. 

mm 


Your  stomach  is  in  your  throat.  Your  heart  is 
in  your  ears.  One  thing  is  certain.  You  don't  want  to 
have  to  purchase  business  software  ever  again. 

That's  why  we  designed  Lawson  Software 
with  the  flexibility  to  run  on  virtually  any  client/server 
platform.  And  it's  why  we  offer  an  open  licensing 


arrangement  that  lets  you  migrate  through  techno- 
logical changes  and  software  upgrades  without 
additional  licensing  fees. 

Lawson  Software.  For  accounting,  human 
resources,  distribution  and  materials  management. 
Because  you  don't  really  want  to  do  this  again,  do  you? 


UaA/SON 

Software 


THE  LAST  TIME  YOU'LL  CHANGE 

SOFTWARE  COMPANIES. 


Social  Issues 


HEALTH  CARE 


BLUE  CROSS 

AT  A  CROSSROADS 

Can  the  plans  be  made  relevant  to  the  next  century? 


it  is  one  of  the  most  poweiful  brands 
around:  More  than  99%  of  Ameri- 
cans recognize  the  Blue  Cross  and 
Bhie  Shield  names.  There  is  a  very 
good  chance  that  you,  your  neighbor,  or 
mothei'-in-law  ai'e  covered  by  a  Blues 
plan.  Some  65  million  people  subscribe 
to  Blues  products,  a  combined  enroll- 
ment that  dwarfs  that  of  any  other 
health  insurer. 

Yet  this  is  an  organization  on  the 
verge  of  tremendous  upheaval.  As  the 
63  plan  executives  headed  to  Washington 
for  a  boai'd  meeting  of  the  national  Blue- 
Cross  BlueShield  Assn.  on  June  13,  many 
wondered  how  relevant  the  Blues  will 
remain  in  the  next  centuiy.  Enrollment 
edged  up  in  1995  for  the  fii'st  time  in 
15  yeai-s,  but  iiiles  dating  fi'om  the  1930s 
still  restrict  where  and  how  plans 
can  do  business.  Division  within  the 


balkanized  confederation  prevents  con- 
sensus on  how  best  to  take  on  managed 
cai'e  and  the  advent  of  big  national  rivals. 

There  is  much  at  stake  as  the  na- 
tion's $1  trillion  health-care  industry 
transforms  itself.  With  operations  in 
eveiy  state  and  unmatched  mai'ket  pen- 
etration, the  Blues  "have  an  awesome 
franchise,"  says  Dr.  David  Friend,  di- 
rector of  Watson  Wyatt  Worldwide's 
health-care  consulting  practice.  Imagine 
the  power  of  a  single  U.  S.  Blues  entity, 
selling  nationally  branded  managed-care 
products  and  linking  all  its  doctors  and 
patients  in  one  massive  information 
system. 

Few  expect  that  to  happen.  Many 
state  plans  insist  on  retaining  their  au- 
tonomy, and  the  national  body  has  limit- 
ed control  over  how  individual  Blues  op- 
erate. Even  so,  the  Blues  are  huitling 

HISTORY  OF  THE  BLUES 

A  look  at  the  BlueCross 
BlueShield  Assn. 

1929  Baylor  University  Hospital 
offers  schoolteachers  21  days  of 
hospital  care  for  $6  a  year — a  pre- 
cursor to  Blue  Cross  insurance. 
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into  consolidation  that  many  plan  execu 
fives  believe  vwD  thin  today's  63  affiliate; 
to  as  few  as  15  in  five  yeai-s.  On  May  2t 
Anthem  Inc.,  owner  of  Blues  plans 
Indiana  and  Kentucky,  announced  a  dea 
to  acquii'e  Blue  Cross  &  Blue  Shield  o 
New  Jersey,  which  itself  has  agi-eed  h\ 
buy  the  Delawai'e  Blues.  Plans  in  Texa 
and  Illinois  are  skipping  over  the  Brea(  | 
Basket  to  merge,  as  are  four  plans 
Pennsylvania.  WellPoint  Health  Net) 
works  Inc.,  the  new,  publicly  traded  ver, 
sion  of  CalifoiTiia's  Blue  Ci'oss,  has  pui| 
chased  the  group  health  business  d 
Massachusetts  Mutual  Life  Insm-ance  Cd 
and  says  it  is  eyeing  other  acquisitions! 

The  Blues  are  westling  awkwardl; 
with  such  tumult.  The  June  13  summi 
was  expected  to  confront  the  most  con 
troversial  move  yet  by  a  Blues  plan — a: 
agreement  by  Blue  Cross  &  Blue  Shieli 
of  Ohio  to  sell  most  of  its  assets  to  Cc 
lumbia/HCA  Healthcare  Coip.,  the  giani 
hospital  operator.  Many  executives  o] 


i\hai  it  viiutiKtni  hav».-ii)u\)rni  .lUmi  health t.iivr 


. . .  FOR  TM£  MTV  GENERATION 


ROCKWEU.  IMAGE... 


1938  The  American  Hospital  Assn. 
limits  competition  between  geographically  defined  Blue  Cross  plans;  25 
states  legalize  not-for-profit  hospital  insurance  plans. 

1945  Enrollment  in  Blue  Cross  and  Blue  Shield  plans  hits  21  million. 

1970s  Plans  in  California,  Wisconsin,  and  Illinois  introduce  embryonic  ver- 
sions of  HMOs — but  wider  adoption  is  tentative. 

1994  Blues  association  members  vote  to  allow  individual 
plans  to  convert  to  for-profit  status. 

1995  HMO  executive  Patrick  Hays  is  named  association 
CEO,  Amid  a  swirl  of  Blues  mergers,  alliances,  and 
restructurings,  the  number  of  plans  has  declined  to  63. 

1996  WellPoint,  owner  of  Blue  Cross  of  California,  goes 
public  and  buys  a  group  health  insurer.  Anthem 
announces  deal  to  merge  with  Blue  Cross  New  Jersey; 
Columbia/HCA  agrees  to  buy  most  of  Blue  Cross  Ohio. 

DAIA  BLUECROSS  BLUESHIELD  ASSN  ,  PAUL  STARR,  IHE  SOCIAL  TRAHSfORMAJION  OF  AMERICAN  MEDICINC 
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Go  anead,  feea  it 
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keeping  up  with  com- 
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TO  SEE  HOW  VERSATILE  OUR 
PAPERPORT  Vx  IS, 
JUST  FEED  IT  A  PIECE  OF  PAPER. 


Beagle 


PAPERPORT  Vx  MEANS  YOU'LL  NEVER 
AGAIN  HAVE  TO  WASTE  TIME  RETYPING 


PAPERPORT  Vx  KEEPS  TRACK 
OF  YOUR  CONTACTS 


1 1 '////  (I  mind 

of  Its  OiC7/. 

mil  \i)ii  i  viilh 
Ill/Ill  II  hcii'iilr 
til  he  \iiiir 
hist  jni  iidf' 


It  can  scan  ihousandi  of  words  in  minutes — 
liom  virtually  any  type  of  document  Reports 
Memos  Letters  Tfien  PoperPort  Vx's  integrated 
OmniPage  LITE"'  OCR  software  converts  tfiese 
words  to  digital  formot  so  they  con  be  edited 
or  copied 


Beagle 


Tired  o(  forgetting  people's 
names  and  numbers?  Just  scan 
business  cards  into  PaperPort, 
and  its  CardScan  SE'"  soft- 
ware automatically  creates  a 
file  of  your  business  contacts — 
all  on  your  personal  computer. 

'"^'•'"iX. 


HOPE  FOUND 
FOR  PACK  RATS 

Arneiia'i         billion  put  laii — 


o  ilcrennine  wtoi  ihnvr  lonU  n 
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PAPERPORT  Vx  FITS  EASILY  INTO 
YOUR  WINDOWS  OR  MAC  SYSTEM 

It's  sleek  and  small  It  rests  right 
be^^een  your  keyboard  and  monitor 


PAPERPORT  Vx  GETS 

RID  OF  CLUTTER  

Then  there  are  all  of  those 
recipes,  financial  statements, 
Dear  Binky  columns,  and 
newspaper  articles  you  just 
can't  bear  to  part  with.  You 
can  use  PaperPort  to  scan 
paper  as  long  as  30  inches, 
and  photos  in  up  to  256 
shades  of  gray  So  you  can 
save  ihem  forever,  and  get 
rid  of  the  originals — with 
no  remorse 


N. 


nat 


ow  see  wnat  youve  aone. 


Lunuiiiy,  anu  me  national  Doay  nas  uirui- 
ed  control  ovpr  bow  inrlivirliml  Rlnp?  on- 


PaperPor 


PAPERPORT  Vx  MAKES 
SMART  ARCHIVES 


Imagine  never  having  to  rummage 
to  find  an  impoilant  slip  of  paper 
PaperPort  lets  you  create  archives  of 
critical  documents — receipts,  invoices, 
your  car  registration,  even  those 
love  notes  from  the  7th  grade 


PAPERPORT  Vx  PUTS  POWER 
BEHIND  YOUR  EMAIL 


You're  reading  the  Sunday 
paper  and  come  across  a  hot 
article  about  your  competition 
So  you  scan  it  in,  annotate  it, 
and  email  it  to  your  sales  team 
overseas — giving  them  the 
data  they  need  to  win  a  big 
account  Monday  morning 


o 

iiiiiiin 


PAPERPORT  Vx  IN 
THREE  EASY  STEPS 

1  Feed  in  a  docu- 
ment In  as  quick 
as  2  seconds, 
it's  scanned 

2  Drag  and  drop  it 
onto  one  of  1  00 
popular  applications 

3  Edit,  copy,  punt, 
email,  fa^.  file,  oi 
tweak  the  material 
as  necessary 


PAPERPORT^ 


PAPERPORT  Vx  TURNS  YOUR 
PRINTER  INTO  A  COPIER, 
AND  YOUR  COMPUTER  INTO 
A  FAX  MACHINE  

Save  desk  space — not  to 
mention  dollars  Scon  o  docu- 
ment into  PaperPort  and  print 
it  from  your  personal  computer. 
Or  save  your  paper  and  fax  it, 
using  your  modem 

YES,  FEED  ME  MORE...  

1-800-787-7007,  ext  555 
hitp  //www  visioneer  com 
Or  contact  an  authorized  reseller. 
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ocial  Issues 


the  deal,  which  for  the  fii-st  time 
Id  put  a  Blues  operation  in  the  hands 
I  public,  noninsurance  company, 
en  it  comes  to  any  deal  that  has  a 
ive  effect  on  the  brand,  chances  are 
I  nonstarter,"  says  association  Presi- 

Patrick  G.  Hays.  The  board  ulti- 
i\y  could  strip  the  Ohio  combination 
s  right  to  use  the  Blues  trademark, 
he  Columbia  acquisition  likely  will 
locked  or  substantially  revised.  Be- 
1  the  Blues'  resistance,  opponents 
ihio  say  the  $299.5  million  price  is 
loo  low  and  that  Blues  executives 
being  rewarded  too 
ly.  But  Hays  and 
rs  know  that  other 
s  will  follow  that 


larly  challenge  the 
!s'  old  dominance. 
:s  will  seek  merg- 
mth  commercial  in- 
Ts  and  HMOs,  and 
jasingly  will  pursue 
ness  outside  state 
idaries.  In  fact,  a 
ip  of  Blues  led  by 
Texas  affiliate  are 
ored  to  be  mount- 
i  rival  bid  for  Ohio, 
question:  How  to 
V  plans  the  flexibili- 
)  compete  while  re- 
ng  control  over  the  organization? 
9L0NG.  Even  the  most  tradition- 
id  Blues  execs  concede  that  the  old 
;  have  to  change.  Established  mostly 
le  1930s  as  not-for-pi'ofit  organiza- 
!,  they  remain  rooted  in  the  stan- 
insui'ance  business  that  made  them 
ts,  with  more  than  half  their  mem- 
still  in  indemnity  products.  For  a 
,de,  though,  Americans  have  been 
,ing  into  managed-care  insurance, 
i\y  at  the  behest  of  employers  seek- 
a  rein  on  health-care  costs.  "Most 
s,  like  all  entrenched  businesses,  re- 
i  sluggishly  to  managed  care,"  says 
lael  A.  Stocker,  ceo  of  New  York's 
)ire  Blue  Cross  &  Blue  Shield.  That's 
overall  membership  has  stayed  flat 
nuch  of  the  past  decade  (chart), 
any  Blues  by  now  have  launched 
iselves  headlong  into  managed-care 
tegies.  Empire  this  year  will  pay 
;s  employees  bonuses  based  largely 
he  number  of  new  managed-care 
ibers  it  signs.  The  Blues  associa- 
s  $120  million  national  ad  campaign, 
its  second  in  15  years,  pays  clipped, 
-style  homage  to  the  virtues  of 
s.  (The  appeal  is  to  the  Generation 
rowd,  who  demonstrate  surprising 
lity  for  the  old  Blue  Cross  name. 

could  be  the  next  colored  Hush 
py,"  says  an  association  executive.) 


The  Blues'  Quandary 

Despite  surging  managed  care 
enrollment,  total  Blue  Cross  & 
Blue  Shield  membership  stays  flat 

75  
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Blues  plans  are  well-suited  for  man- 
aged care,  which  requii'es  density  of  pa- 
tients for  an  insurer's  networks  of  doc- 
tors and  hospitals  to  pay  off.  But  the 
business  depends  as  well  on  reach:  Most 
markets  extend  beyond  the  state  lines 
by  which  Blues  are  bound,  as  much  by 
association  rules  as  by  state  regulation. 
Commercial  insurers  Cigna,  Aetna,  and 
Prudential,  moreover,  have  hmos  across 
the  nation.  None  achieves  the  Blues'  lo- 
cal concentration,  but  when  it  comes  to 
contracts  sei'ving  national  employers,  a 
small  but  growing  market  segment,  "the 
Blues  are  not  a  player," 
says  Dr.  W.  Allen 
Schaffer,  head  of 
Cigna's  managed-care 
operations. 

Managed  care  also 
reqiui'es  capital.  The  in- 
foiTnation  systems  alone 
needed  to  coordinate 
HMO  programs  for  pa- 
tients and  provider  can 
cost  from  .$30  million  to 
$50  million.  For  Blue 
Cross  &  Blue  Shield  of 
Georgia,  whose  earn- 
ings dropped  to  $17.4 
million  last  year  from 
$23.7  million  in  1993, 
keeping  up  with  com- 
petitors required  converting  to  for-prof- 
it status.  It  did  so  in  Februaiy,  changing 
its  name  to  Ceralean  Cos.  and  raising 
$49.9  million. 

NEW  RULES.  Even  today,  two  years  after 
the  Blues  association  voted  to  allow 
such  conversions,  many  executives  resist 
the  notion  of  for-profit  operation,  which 
"could  unravel  the  system  by  creating 
competition  between  plans,"  says  Andy 
Czajkowski,  ceo  of  the  Blues  in  Min- 
nesota. The  fact  that  opposition  persists 
underscores  the  difficulty  in  setting  an 
overarching  strategy.  The  association 
"is  not  a  monolith,"  says  Tennessee 
Blues  CEO  Thomas  L.  Kinser. 

Wliile  many  plans  want  flexibihty  to 
pursue  expansion,  what  emerges  from 
the  Washington  meeting  likely  will  be 
new  rules  that  actually  limit  their  op- 
tions. One  proposal  would  require  that 
plans  seeking  to  diversify  sell  no  more 
than  20%  of  theii'  products  under  a  non- 
Blues  name.  Will  such  strictures  pro- 
tect the  brand,  or  just  stifle  competi- 
tiveness? With  the  Blues,  it's  a  delicate 
balance.  By  sheer  inertia,  they  will  re- 
main a  force  in  managed  care — but  they 
may  never  Uve  up  to  their  promise. 

By  Keith  H.  Hammonds  in  New 
York,  witli  Zachary  Schiller  in  Cleve- 
land, Ron  Stodghill  II  in  Chicago,  and 
Nicole  Harris  in  Atlanta 


The  cap  is  designed 
to  protect,  raise 
aesthetics,  and  almost 
never  be  on. 
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Marketing 


MOVIES 


CUE  THE 
SODA  CAN 

Hollywood  and  Mad  Ave  are  in  a  cross-marketing  frenzy 


It  was  one  of  the  most  important 
scenes  in  the  movie,  and  it  sure 
seemed  like  a  wap.  The  actor  got 
his  lines  right.  The  lighting  was  per- 
fect. Even  the  trained  dolphin  per- 
formed like  a  trouper.  But  none  of  that 
mattered  next  to  the  label  on  a 
crunched-up  soda  can  sitting  on  the 
dock.  "Coke,"  it  said — but  soon  after 
the  scene  was  shot,  the  producers 
signed  a  marketing  deal  wdth  PepsiCo 
Inc.'s  Pizza  Hut.  So  the  crew  of  Flipper 
returned  to  its  high-tech  editing  room 
and  digitally  changed  the  can  label  to 
the  familar  red,  white,  and  blue  of  Pep- 
si. The  cost:  roughly  .$40,000,  shared  by 
the  company  and  the  studio. 

This  is  the  business  of  moviemaking, 
summer  of  1996.  The  connections  be- 


Coming  to  a 
Shelf  Near  You 

•  Milk  producers  signed 
The  Phantom,  played  by  Billy 
Zane,  for  a  milk-moustache  ad. 
Paramount  Communications  dis- 
tributes 2  million  posters  before 
the  movie  opens. 

•  McDonald's  locks  up  rights  to 
hand  out  Disney  movie-character 
toys  for  10  years. 

•  PepsiCo  and  Lucasfilm  join 
forces  to  promote  Star  Wars  films 
until  2000. 

•  Apple  Computer 
launches  joint  ad  cam- 
paign with  Mission: 
Impossible 


DATA  BUSINESS  WEEK 


tween  Madison  Avenue  and 
Hollywood  have  gi'own  so  elab- 
orate and  far-reaching  that 
nothing  is  off  limits  when  stu- 
dios  and  advertisers  sit  down  to  ham- 
mer out  the  marketing  campaign.  Re- 
editing  the  film,  tinkering  with  its  script, 
and  negotiating  casting  decisions  and 
release  dates — all  aj-e  possible.  Acting  as 
matchmakers  are  some  two  dozen  con- 
sultancies that  have  spiimg  up  around 
Los  Angeles,  fi-om  just  a  handful  in  the 
1980s,  to  link  films  with  products.  "Now 
we  pay  as  much  attention  to  the  mar- 
keting of  our  partners'  products  as  we 
do  our  own"  says  Brett  Dicker,  senior 
vice-president  for  promotions  at  Walt 
Disney  Co.'s  Buena  Vista  Pictures. 


IKUCK  PHOTOGRAPHY: 

Tilt  Dodge  Rant  sfais 
ill  T\\Tster 


In  this,  the  busiest 
summer  in  movie  memo- 
ry, the  cross-marketing 
frenzy  is  evident  all  over. 
Chrysler  Coip.'s  Dodge  Ram 
pickup  truck  has  a  stairing 
lie  in  Tivister.  The  basket- 
ball team  in  Eddie  wears 
New  York  Knicks  unifoiTns, 
thanks  to  a  deal  with  the 
National  Basketball  Assn. 
And  sportscasters  from 
ESPN,  which  is  owned  by  Disney,  ap- 
pear in  a  TV  spot  to  promote  The  Rock, 
which  has  not  a  lick  to  do  with  sports 
but  happens  to  be  distributed  by  an- 
other Disney  division. 
VIRTUAL  BRANDS.  Sixty-five  big-budget 
films  are  scheduled  for  release  between 
Memorial  Day  and  Labor  Day,  up  from 
about  50  in  past  years,  and  the  indus- 
try's skyrocketing  marketing  budgets 
mean  that  all  of  them  vdll  have  multi- 
million-dollar campaigns.  The  vast  ma- 
jority will  also  fill  store  shelves  or  fast- 
food  restaurants  with  clothing,  books. 


MILK  MONEY: 

The  Phantom 
producers  we 
after  a  linkup 

and  figurines, 
like  five  ye 
ago,  when  jus 
few  signed  licei 
ing  deals, 
movie  is 
longer  a  mov 
It's  a  market! 
event,"  says  Al 
Brew,  a  partr 
at  San  Francis 
brand  consults 
cy  Addis 
Seefeld  &  Bre' 
In  addition 
a  dollop  of  glamour,  movies  give  mi 
keters  access  to  two  audiences  that  s 
hard  to  reach  through  netwoi'k  TV 
print:  foreign  viewers  and  young  peojl 
Consider  the  deal  signed  last  month  1 
tween  PepsiCo  and  the  makers  of  St 
Wars.  Pepsi,  wWch  owns  kfc,  Taco  B( 
and  Pizza  Hut,  has  agi-eed  to  promcj 
the  rerelease  f 


APPLE  OF  HIS  EYE: 

Mission:  Impossible 
is  a  good  techno-fit 


the  original  thi 
movies  and  t 
1998  "prequel" 
its  fast-food  oi 
lets  around  t 
world.  For 
fu"st  time,  its  bt 
erage  and  sna(  ii 
food  business 
will  collaborate  ioti 
ballyhoo  the  sa 
through  gi\ 
aways  and 
store  promotio: 
"Star  Wars 
more  than 
movie,"  says  R: 
Rock,  Peps 
vice-president  for  media  and  enterta 
ment  mai'keting.  "It's  a  pop  icon,  a  gl( 
al  brand." 

The  marketing  alliances  can  help  s 
dios,  too.  A  partnership  with  a  stro 
mass  marketer  can  turn  a  film  intc  J 
virtual  brand,  allowing  producers  to  li' 
off  fat  merchandising  deals  while  cu  Q 
vating  audiences  for  the  sequels.  Wl: 
Universal  Studios  0.  K.'d  a  Jiiras- 
Park  ride — set  to  open  on  June  21— 
its  Hollywood  theme  pai'k,  it  wasn't  ji 
counting  on  admission  fees:  Univer 
wants  to  keep  up  the  brand's  momi 
tum  until  a  sequel  to  the  movie  op( 
next  year 

The  branding  of  a  movie  also  can 
tect  against  failui'e  at  the  box  o: 
"The  price  of  making  films  has  gone 
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Introducing  e.Schwab. 
The  end  of  the 


t  • 


commission  compromise. 

If  you've  been  reading  about  all  the  new  trading  services  with  fire  sale  prices,  you  might  think  that  you  have  to  settle 
)are  bones  service  when  you  pay  bare  bones  commissions.  Not  anymore.  With  e.Schwab'"  investment  software  for 
dows*  you  can  get  the  low  commissions  you  want  and  access  to  the  services,  information  and  investing  tools  you  need, 
commission  compromise  is  over. 

More  than  low  commissions, the  confidence  you  need. 

With  e.Schwab  you'll  enjoy  low  commissions  of  just  $39  for  stock  trades  up  to  1,000 
es.  ( lust  three  cents  a  share  for  additional  shares.)  But  you  also  have  the  confidence  of 
wing  that  you're  trading  with  Charles  Schwab.  That  means  people  and  systems  with  22 
s  of  trading  experience  through  all  kinds  of  markets.  You  know  who  we  are. 

Savings,  convenience  and  the  tools 
you  need,  through  your  computer. 


$39  a  Trade 


e.Schwab  investing  software  and  your  computer  give 
a  higher  level  of  control  and  convenience.  You  can  access 
r  portfolio,  create  charts  and  graphs,  and  get  company 
B«fflHWfflfHffW  reports  and  quotes  24  hours  a  day,  seven 
^!SSSE333S3lt     *^'^ys  ^  week,  what's  more,  you'll  have 
_  access  to  Reuters'"  Money  Network  and 

S&P  MarRetScope:  Plus,  you'll  pay  nothing 
for  e.Schwab  software. 


(click 


e.Schwab.  It's  the  end  of  the  commission  compromise. 


The  No  Compromise  Guarantee. 

lust  open  yoiii'  e.Schwab  account  before  September  30, 
1996,  and  Schwab  will  waive  the  quarterly  account  fee 
for  the  life  of  your  e.Schwab  account.  You'll  save  $30  per 
year.  No  questions.  No  compromises. 

1-800-e-Schwabext.ioi 

1-800-372-4922  ext. 101 

http://www.schwab.com 


Charles  Schwab 


)Charles  Schwab  &  Co.,  Inc.  All  rights  reserved.  Member  SIPC/NYSE,  (6/96) 


high,  the  gamble  gets  so  big,  it's  scary," 
says  Robert  Evans,  the  producer  of  Chi- 
natouni.  The  Godfather,  and  now  The 
Phantom,.  He  estimates  Chinatown 
would  now  nan  $50  million  in  production 
costs  alone,  instead  of  the  $3.25  million 
he  spent  in  1974. 

The  epicenter  of  cross-promotional 
hype  this  summer  may  be  the  pact  be- 
tween Apple  Computer  Inc.  and  Para- 
mount's  Mission:  Impossible  that  turned 
the  Apple  PowerBook  into  Tom  Ci-uise's 
onscreen  sidekick.  Apple  returned  the 
favor  in  a  TV  campaign  estimated  at 
close  to  $15  million  that  viewers  could 
easily  confuse  with  a  movie  preview. 
Apple,  which  has  employed  a  full-time 
product-placement  coordinator  for  the 
past  two  years,  also  created  an  online 
Mission:  Impossible  Web  site.  No  mon- 
ey changed  hands,  but  each  side  pro- 
vided great  publicity  for  the  other. 
FLOOD  WARNING.  Aj"e  the  movies  really 
marketing  magic?  Sometimes  yes,  some- 
times no.  BMW  credits  James  Bond  for 
the  success  of  this  year's  Z3  roadster 
Sales  took  off  when  007  stepped  out  of 
his  ti'aditional  Aston  Martin  and  into 
the  Z8  in  GoldenEye.  On  the  other 
hand,  Arnold  Schwai-zenegger's  Last  Ac- 
tion Hero  did  nothing  for  the  Sony  Mini 
Disk  CD  player  despite  a  prominent  role, 
and  left  some  viewers  with  the  feeling 
that  they  had  just  sat  through  a  very 
long  commercial. 

Movie  purists  may  bristle  at  the  no- 
tion of  changing  a  sciipt  for  commercial 
purposes,  but  it's  becoming  a  far  more 
accepted  practice,  mgm/ua  wrote  in  an 
entire  scene  revolving  around  Bond's 
new  BMW  in  GoklettEye.  And  actors  are 
finding  that  the  role  doesn't  necessarily 
end  at  the  wrap  party.  Billy  Zane  got 
back  into  his  Phantom  costume  when 
producers  of  the  action  adventure  con- 
vinced e.xecutives  at  Bozell  Worldwide 
Inc.  to  put  their  lead  character  in  the 
long-running  milk-moustache  ad  cam- 
paign for  the  National  Fluid  Milk 
PYocessore  Pi'omotion  Board.  "There  ai'e 
some  [actors]  who  say,  'Wait  a  minute. 
We  don't  want  to  be  connected  with 
products,'"  says  Sid  J.  Sheinberg,  the 
producer  of  Flipper.  "We'll  respect  that 
decision,  but  often  we  want  to  find 
somebody  who  does." 

The  flood  of  movie  marketing  deals 
isn't  likely  to  slow  soon.  In  fact,  this  year 
might  be  just  a  waiTn-uj)  for  the  sum- 
mer of  1997,  when  the  rerelease  of  Star 
Wars,  the  Jurassic  Park  sequel,  and  the 
new  Batman  flick,  three  of  the  most 
merchandised  movie  brands  of  all  times, 
are  slated  to  open.  So  keep  those  digital 
editing  machines  warm.  There  may  be 
many  more  soda  cans  to  remaster. 

By  David  L'  onhardt  in  New  York, 
with  Peter  Burrows  in  Saji  Mateo, 
Calif.,  and  Bill  Vlasic  in  Detroit 


EXECUTIVE  SUITE 


FROM  SOUP 
TO  SCHOOLS  TO  NUTS 

Joe  Neubauer  is  stirring  up  food-service  giant  Aramark 


Joseph  Neubauer  didn't  know 
which  teams  were  playing  in  the 
Final  Four  college  basketball 
matchup  in  March  when  he  strode 
into  a  luxury  box  at  New  Jersey's 
Meadowlands  arena.  What  he  remem- 
bers, vividly,  is  that  the  fish  sticks 
weren't  hot — a  point  he  made  loudly 
both  to  his  employees,  who  were  han- 
dling the  catering,  and  to  prospective 
customers  in  the  box.  "I  look  at  the 
condiments,  the  quality  of  the  food,  the 
display.  Even  when  I  have  guests  with 
me,  that's  what  I  do,"  says  Neubauer, 
the  longtime  chief  executive  of  Ar-amark 
Corp.  "I'm  just  a  stickler  for  details, 
and  the  business  is  built  on  details." 

A  bit  obsessive?  No  doubt.  But  play- 
ing mother  hen  is  paying  off  nicely 
these  days  for  Neubauer.  After  sput- 
tering in  the  early  1990s,  Aramark,  the 
Philadelphia-based  food-service  and  out- 
sourcing giant,  is  regaining  the  momen- 
tum that  made  it  one  of  the  more  suc- 
cessful management-led  leveraged 
buyouts  of  the  1980s.  Mired  for  a  few 
years  in  low  single-digit  gains,  sales  are 
now  growing  at  close  to  double-digit 


rates  and  should  total  around  $6  bil 
for  the  year  ending  in  October  Pro: 
ai'e  gi'owing,  too:  In  the  six  months  ei 
ed  in  March,  Aramark  posted  a  13 
rise  in  net  income,  to  $38.7  million, 
sales  rose  9.8%,  to  $3.01  bilhon.  A 
mark  isn't  publicly  traded  but  repo 
its  numbers  because  it  has  more  tl| 
500  shareholders  and  has  publicly  tr; 
ed  debt. 

UNIFORMS  FOR  RENT.  Still,  Neubauei 
far  from  satisfied.  Hungry  for  higl 
gi'owth  rates  than  the  core  food-serv] 
business  provides,  he  is  pushing 
company  further  into  diverse  ai-eas, 
ten  by  acquisition.  Along  with  renti 
work  uniforms,  for  instance,  Arami 
sells  work  clothes  and  uniforans  by 
rect  mail.  It  also  provides  doctors  s 
medical  support  staff  to  prisons  and  h 
pital  emei'gency  rooms.  Already  the 
tion's  No.  3  provider  of  day  care,  A 
mark  is  now  i-unning  a  couple  of  priv: 
elementally  schools.  But  it  has  expanc 
into  a  few  businesses — notably  hea 
care  and  day  care — that  produce  1 
margins,  say  analysts,  who  think  A 
mark  may  divest  them  or  sell  chunks 


66  BUSINESS  WEEK  /  JUNE  24,  1996 


O        M        P        U        T        1        N  O 


WITHOUT 


L        1  M 


T  S" 


"No  Comment.' 


Why  Does  This  PC  Manufacturer 
Charge  50%  More  For  The 
Same  Memory  Than  Kingston? 


Pi*  Since  our  memory  is  virtually  identical  to  the  PC  manufacturers 
W^t  the  difference  is  rather  hard  to  explain, 
■fw  After  all,  Kingston'  engineers  design 
lemory  according  to  specifications  set  hy 
'C  manufacturers  themselves,  including: 
jaq,*  IBM;'  Toshiha,"  Silicon  Graphics,'  and 
;?  We  use  the  same  memory  components  as  they  do.  We  test  each 
le  in  the  same  system  in  which  it  will  he  used.  And  we  test  every  cell 


on  every  chip  on  every  module — so  both  reliability  and  compatibility 
are  assured.  Of  course,  we  also  provide  a  lifetime 
guarantee.  Plus,  now  our  memory  costs  up  to 
50'Xi  le.ss  than  the  PC  manufacturers'  brand. 
So  although  we  can't  speak  tor  them,  we  can 
tell  you  how  much  you  can  save  with  Kingston.  Why 
not  give  us  a  call.'  (800)  259-9M0. 
It's  really  something  to  talk  about. 


I  can  save  witn  Kingston.  Why 

Kinastoil 

X  K.  TECHNOLdt Y  CORPORATION 


more  in/ormation  call  us  at  (800)  2  5  9-9340 


'isit   our   Web   site:   http:// www.  kingston.com/bw.hti 


m  Technologv  Corporation,  17600  Ncwhope  Street,  Fountain  Valley,  CA  92708  USA,  (7M)  435-2600,  Fax  (714)  435-2699.  ©  1996  Kingston  Technolony  C..rp,,r.ition.  All  rights  reserved.  Kingston 
;istereci  trademark  and  ConiputinK  Without  Limits  is  a  trademark  of  Kingston  Technology  Corporation.  All  other  trademarks  and  registered  trademarks  are  the  property  of  their  respective  owners. 


mi 
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H  6  I  P  so  her  dad  doesn't  have  to  spend 

so  much  time  out  of  to w n  on  b u s i n e s 


Help  so  she  doesn't  have  to  spend  2  hours  on  an 
cky  bus  for  an  accelerated  math  class.  i 


Help  so  one  day  she  has  a  phone  of  her  own. 
er  mom  says  no,  but  she's  working  on  her  dad.) 


It's  Amazing  What 
We  Can  Do  Tog  eth  e  r 


People 


the  public.  Aramark  officials  won't  com- 
ment. Says  Neubauer:  "We  are  focused 
on  growlh." 

With  all  that,  Aramark  still  runs  food 
concessions  at  some  70  pro  sports  are- 
nas. And  it  will  feed  the  athletes  at  the 
Summer  Olympics,  as  it  has  at  every 
Olympics  since  1968,  making  no  money 
but  reaping  marketing  benefits. 

Keeping  atop  Aramark's  14  separate 
businesses  demands  a  certain  compul- 
siveness,  but  even  staffers  find 
Neubauer's  attention  to  detail  remark- 
able. Duane  Larson,  president  of  the 
Children's  World  Learning  Centers  day- 
care unit,  witnessed  it  when  Neubauer 
visited  liim  recently.  The  ceo  boarded  a 
mobile  computer  lab — a  converted  ■■■■ 
bus  called  the  Dragon  Wagon — 
that  Larson  is  testing.  Neubauer 
knew  the  coach's  purpose  and  also 
that  it  was  the  third  prototype. 
Says  Larson:  "I  hadn't  told  him.  I 
don't  know  where  he  got  that. 


became  senior  vice-president  and  gen- 
eral manager  of  PepsiCo's  Wilson  Sport- 
ing Goods  unit.  In  1979,  after  he  was 
passed  over  for  Wilson's  top  job,  he 
moved  to  Aramark,  then  known  as  ara 
Group  Inc.,  as  chief  financial  officer  Says 
PepsiCo  Chairman  Wayne  Calloway: 
"We  lost  a  hell  of  a  good  guy." 

At  ARA,  Neubauer  again  rose  rapidly, 
becoming  ceo  in  1983.  Soon  after,  the 
company  was  threatened  by  a  takeover 
attempt.  In  1984,  Neubauer  took  the 
company  private,  leading  his  top  60 
managers  through  one  of  the  first  major 
LBOs.  Each  manager  put  up  a  hefty 
amount — most  bon*owed — to  buy  stock 
at  $350  a  share.  Institutional  holders 


JOSEPH  NEUBAUER 

TITLE  Chairman  and  CEO,  Aramark  (formerly 
ARA  Group  Inc.) 


some  1,500  managers  who  together  hold 
about  76%  of  the  company,  has  split 
several  times.  A  share  worth  $350  in 
1984  would  be  worth  $6,416  today. 
Neubauer  says  at  least  100  managers 
have  been  made  millionaires.  His  own 
12%  stake — about  5  million  shares — is 
worth  more  than  $80  million.  With  that, 
his  $1.47  million  salary  is  just  gravy. 
Says  Neubauer:  "The  board  has  been 
very  fair  with  me.'' 
GIVING  BACK.  America  has  been  more 
than  fair,  says  Neubauer,  a  citizen  since 
1966.  "I  appreciate  everything  this  coun- 
try is  about,"  he  says.  To  give  back,  he 
serves  on  numerous  nonprofit  boards, 
one  of  which  cost  him  dearly:  He  was 
^™  volunteer  chairman  of  the  Philadel- 
phia Orchestra  when  it  lost  hun- 
dreds of  thousands  of  dollars  to 
the  New  Era  charity  fundraising 
scam.  Neubauer  pledged  to  donate 
up  to  $750,000  of  his  own  money  to 
keep  the  orchestra  solvent — ^though 


BORN  Oct.  19,  1941,  Tel  Aviv.  Moved  to  U.S.  to 
FAST  TRACK.  Winning'the  top  job    l'^^  with  relatjves_  m  Dan  vers,  M  ass. ,_  in  1956  _  _    j^g  expects  to  pay  less  as  funds 

EDUCATION  BS  in  chemical  engineering,  Tufts 
University,  1963.  MBA,  University  of  Chicago's 
Business  School,  1965 


at  Ai-amark  capped  a  rapid  ascent 
through  Corporate  America  for 
Neubauer,  who  was  born  in  Tel 


recovered  from  New  Era  in  bank- 
ruptcy court.  Personally,  he  lost 
another  "couple  hundred  thousand 


Aviv  54  years  ago.  The  son  of    dollars"  investing  vdth  New  Era 


German  refugees  who  struggled 
to  make  ends  meet  in  Israel, 
Neubauer  sailed  alone  to  New 
York  at  14.  Barely  able  to  speak 
English,  he  traveled  to  the  Boston 
subui'b  of  Danvers  to  Uve  with  an 
aunt.  "I  had  my  first  cup  of 
brewed  coffee,  my  first  piece  of 
toast,"  he  recalls,  a  hint  of  an  ac- 
cent marking  his  speech. 

Education  Americanized  him. 


to  raise  more  charitable  money. 

Today  at  Aramark,  Neubauer's 
challenge  is  to  keep  the  gains  com- 
ing. With  global  outfits  such  as 
Britain's  Compass  Group  PLC  and 
France's  Sodexho  on  the  march  in 


and  did  well  enough  to  get  into 
Tufts  University.  Working  his  way 
thi'ough  as  a  fraternity  waiter,  he 
earned  a  degree  in  chemical  engineering 
in  1963.  He  then  went  to  the  Univei'sity 
of  Chicago's  business  school  on  full 
scholarship  for  his  mba. 

Joining  Chase  Manhattan  Bank  as  a 
trainee,  he  became  a  vice-president  at 
27.  "It  was  obvious  way  the  hell  back 
then,  in  1965,  that  he  was  just  one  of 
the  fastest  analytical  minds  I  ever  met," 
says  Anthony  P.  Terracciano,  a  Chase 
colleague  who  today  heads  the  First 
Union  North  unit  of  First  Union  Cor-p., 
a  bank  company  where  Neubauer  is  a 
director.  Recruited  by  PepsiCo  Inc.  as 
an  assistant  treasurer  in  1971,  Neubauer 
was  named  treasurer  at  30.  In  1976,  he 


1965-1971  Joined  Chase  Manhattan  Bank  as 
trainee,  became  vice-president  at  age  27 

1971-1979  Joined  PepsiCo  Inc.  as  an  assistant 
treasurer,  became  treasurer,  then  senior  vice- 
president  and  general  manager  of  Wilson  Sport- 

  th7  U.S.,  the  job  is  getting 

tougher.  Last  year.  Compass'  Eu- 
rest  unit  won  a  $55  milhon-a-year 
employee-dining  contract  from  IBM. 
Neubauer  says  Aramark  found  the 
'uneconomical"  and  opted  not 
to  bid.  More  recently,  Compass 


1979-1983  Joined  ARA  Group  as  executive 
vice-president  of  finance  and  development,  chief 
financial  officer,  and  company  director.  Named 

,,,,,,,,    president  in  1981,  chief  executive  in  1983  ,  , 

He  attended  public  high  school    deal 

1984  Named  chairman,  took  ARA  private  in 


everaged  buyout 


joined  in.  Although  he  won't  say  how 
much  he  borrowed,  Neubauer  says  that 
he  would  have  spent  the  rest  of  his  life 
in  debt  if  ara  failed. 

For  Neubauer  and  the  insiders, 
though,  the  rewards  have  been  stun- 
ning. Aramark's  net  income  has  grown 
from  about  $6  million  on  $3.5  billion  in 
sales  in  1984  to  $100  million  on  $5.6  bil- 
lion in  sales  last  year  Its  debt  tips  the 
scales  at  $1.3  billion— better  than  80%  of 
capital.  But  that's  not  a  concern,  says 
Neubauer,  as  long  as  the  company 
grows  and  its  internal  stock  values  rise. 
So  far  that  hasn't  been  a  problem.  Ara- 
mai'k's  internal  stock,  now  spread  among 


vvrested  the  contract  to  feed  in- 
mates in  Kansas  prisons  from  Ara- 
mark. Aramark  has  also  taken  business 
from  Compass,  including  the  $10  million- 
a-year  Chase  Manhattan  Bank  account. 

After  a  dozen  years  in  the  top  job, 
Neubauer  seems  in  no  hurry  to  leave 
Aramark.  Asked  if  he  plans  to  stay  foir- 
ever,  he  allows  that  "forever's  a  long 
time."  Companies  such  as  PepsiCo 
might  be  fun  to  run,  he  hints,  diplomat- 
ically noting  that  Pepsi  has  a  ceo.  For 
now,  as  big  contracts  svntch  back  and 
forth  and  margin  pressure  grows,  keep- 
ing far-ranging  Aramark  on  track  seems 
job  enough.  A  business,  too,  can  grow 
cold  if  it's  not  closely  tended. 

By  Joseph  Weber  in  Philadelphtfl 


Mired  for  a  few  years  in  slow  growth,  Aramark  is  regaining 
the  momentum  that  made  it  a  successful  LBO  in  the  '80s 
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iNNUAL    REPORT    ON    INFORMATION  TECHNOLOGY 


I 


WHAT  IS  THE 
IHFORMATION 
APPLIANCE? 

Companies  around  the 
world  are  dreaming  up 
new,  simple  devices  that 
should  make  it  as  easy  to 
tap  into  cyberspace  as  it 
is  to  make  a  phone  call. 
With  such  an  information 
appliance,  you'll  navigate 
the  World  Wide  Web, 
shop,  and  bank  electroni- 
cally fix)m  the  comfort  of 
your  easy  chair-  rrn 
or  anywhere  else  I  u 


^^^4s^  -  mind 


JIPPLUINC 


THE  RACE 

IS  ON  TO 
SIMPLIFY 

Pulling  the  unwired  masses 
into  the  Information  Age 
means  gadgets  must  be  as 
easy  to  use  as  the  telephone 

The  gi-eat  information-appliance  race  is  on.  The  goal: 
to  create  electronic  gadgets  that  are  as  simple  as  the 
TV  but  can  instantly  make  the  connection  to  the 
digital  world.  At  giant  corporations  and  in  garages 
around  the  globe,  the  brightest  minds  in  software, 
hardware,  industrial  design,  linguistics,  and  cognitive 
science  are  working  on  devices  that  will  make  it  possible  to 
move  vast  amounts  of  infoi-mation  and  make  it  all  as  easy  as 
punching  a  button  on  a  microwave  or  pulling  a  credit  card 
ft-om  your  wallet.  Armies  of  engineers  are  busy  developing 
radically  new  products— from  wristwatch  data  phones  to 
slimmed-down  personal  computers  for  cruising  the  Internet. 

All  of  these 

|M<HH|HHHHgiHPHP2^^  intense  efforts 

pSibT^T^S^^I H TvSbTSTM I^I  '^''^  aimed  at 
^SJSA^m^^^^A^BA^SmbIIII^  bringing  the 

unvrired  mas- 
ses into  the  Information  Age  with  appliances  that  in  the 
21st  century  will  be  as  common  as  the  telephone.  Today's  in- 
foi-mation appliance,  the  personal  computer,  has  brought  some 
20  million  peojjle  into  cyberspace— through  the  Internet  and 
commercial  online  ser-vices.  But  the  PC— in  its  present  fornn,  at 
least— is  an  unlikely  vehicle  to  bring  a  mass  market  online. 
Because  of  high  cost  and  comple>dty,  pes  still  apj^eal  mainly  to 
a  relatively  young,  relatively  well-educated,  and  upscale  seg- 
ment of  the  population.  It  comes  down  to  this,  says  Lawi-ence 
J.  Ellison,  president  and  chairman  of  Oracle  Corp.:  "The 
g  world  is  in  need  of  computers  that  are  easier  to  use  and  less 
5  expensive." 

i  Ellison  is  just  one  of  the  would-be  visionaries  predicting 
i     i  what  such  computers  will  be.  His  company's  concept  for  an  in- 


formation  appliance,  the  network  computer,  is  a  PC  that  has 
been  stripped  down  to  the  bare  essentials  needed  for  cruising 
the  Web  (page  76).  There  are  dozens  of  other  ideas,  too.  All  are 
aimed  at  persuading  the  people  who  haven't  been  tempted  to 
buy  a  home  PC— that's  60%  of  U.  S.  consumers  and  90%  of 
households  around  the  world — to  take  the  cyberjjlunge. 

Never  mind  that  at  this  point  nobody  knows  what  "con- 
tent" will  induce  these  millions  to  switch  from  channel  sui-ftng 
to  Web  surfing.  The  opportunity  is  so  vast  that,  from  Silicon 
Valley  to  the  consumer-electronics  empires  of  Asia,  companies 
are  committing  hundi-eds  of  millions  of  dollars  to  designing  in- 
fonnation  appliances.  In  just  the  next  three  yeai's,  the  market 
will  explode,  predicts  International  Data  Corp.  By  the  year 
2000,  some  22%-  of  all  Internet-access  devices — about  22  mil- 
lion units — will  be  machines  other  than  PCs,  IDC  figures.  To 
put  that  in  perspective,  consider  that  it  took  the  world  PC  in- 
dustry a  decade  to  reach  that  level  of  shipments. 
CEREAL-BOX  PRIZES?  What  is  the  ideal  information  appli- 
ance? It  will  come  in  many  flavors.  Some  will  be  simple  vari- 
ations on  what  we  have  today:  home  computers  reborn  as 
slimmed-down  Net  cmisers,  Web-surfng  TVs,  smart  phones, 
Net-connected  game  players.  Some  will  be  wildly  futuristic. 
Tim  Berners-Lee,  creator  of  the  World  Wide  Web,  says  it 
might  even  come  inside  a  ce- 
real box.  "My  kids  could 
rummage  around  for  the  free 
gift,  take  out  a  tube,  unroll  it 
to  something  flat,  flexible, 
and  magnetic,  stick  it  to  the 
reft'igerator,  and  start  navi- 
gating the  Web.  From  the 
Kellogg's  home  site  to  the 
wild  blue  yonder,"  he  says. 
The  point  is  that  these  ap- 
pliances will  be  eveiywhere. 
"You  don't  treat  it  as  some- 
thing special,"  says  Bemers- 
Lee,  now  at  Massachusetts 
Institute  of  Technology, 
where  he  is  director  of  an 
industry  consortium  setting 
standards  for  the  Web. 

Wliat  makes  the  moment 
ripe  for  the  information  ap- 
pliance, of  course,  is  the  In- 
ternet and  its  easy-to-use 
World  Wide  Web.  Without 
setting  out  to  do  so,  the  cre- 
ators of  Web-browsing  software  such  as  Netscape  Communi- 
cations Corp.'s  Navigator  have  produced  the  biggest  break- 
through in  "user  interface"  in  years.  Point  to  an  onscreen 
button  or  highlighted  word,  click  youi"  mouse,  and  the  Net  in- 
stantly links  you  to  the  information  you're  after — a  weather 
map,  stock  quotes,  your  E-mail.  "The  whole  'hotlinking'  way 
of  accessing  infomiation  has  the  user  simplicity  of  using  a  TV," 
says  Intel  Corp.  CEO  Andrew  S.  Grove. 

And  because  Web-browsing  software  is  not  restricted  to 
personal  computere,  it  is  possible  to  create  all  sorts  of  new  de- 
vices to  cruise  the  Net.  Ellison,  for  example,  sees  the  oppor- 
tunity to  offer  a  dedicated  Net  cmiser  that  will  be  a  sharp 
contrast  to  a  conventional  PC.  Personal  computers  have  come 
a  long  way,  he  says,  but  they  remain  expensive,  crash-prone, 
and  sometimes  maddeningly  complex.  Even  with  the  new 
Windows  95,  you  can  be  confronted  with  a  frozen  screen 
displaying  a  baffling  "error  message"  such  as  "This  progi'am 
has  perfomied  an  illegal  operation  and  has  been  shut  down." 

That's  ceitainly  not  the  kind  of  treatment  consumers  expect 
from  their  appliances.  And  that's  one  reason  PCs  are  unlikely 
ever  to  achieve  the  ubiquity  of  TVs  and  phones,  which  are 


By  the  year  2000, 
it  is  estimated 

that  22% 
of  all  Internet- 
access  devices 

will  be 
machines  that 
are  not  PCs 


i  i  The  world 
is  in  need  of 
computers 
that  are 
easier  to  use 
and  less 
expensive  V 

LARRY  ELLISON, 
Oracle  Corp. 


pecial  Report 


found  in  94%  of  U.  S.  homes.  Indeed, 
the  iflea  that  the  PC  will  make  it  into 
as  many  homes  as  the  phone  is 
"laughable,"  says  Ellison. 

Not  that  EUison's  network  com- 
puter stands  a  chance  of  replacing 
the  PC  anytime  soon.  Even  Sun  Mi- 
crosystems Inc.  CEO  Scott  G.  Mc- 
Nealy,  a  member  of  the  group  en- 
dorsing the  network-computer 
standard  and  an  outspoken  critic  of 
"Wintel"  PCs  based  on  Intel  and  Mi- 
crosoft Corp.  technology,  acknowl- 
edges that.  The  opportunity,  he  says, 
is  to  nip  around  the  edges  of  the 
massive  PC  market.  "We  can  make  a 
lot  of  money  on  just  a  fraction  of  the 
PC  market,"  he  says. 

The  PC  will  survive  because  it  not  only  has 
huge  momentum — the  market  is  approaching 
70  million  units  annually — but  it  already  has 
proved  to  be  supremely  adaptable.  After  all, 
in  little  more  than  a  decade,  it  has  evolved 
from  a  clunky  box  that  displayed  gi-een  numbers 
and  text  to  a  multimedia  marvel,  capable  of 
playing  back  video,  audio  clips,  and  every  other 
form  of  digital  data  that  now  comes  across  the 
Net.  "The  PC  is  the  TV  for  the  Internet,"  says 
Duncan  Davidson,  a  consultant  with  Gemini 
McKenna  High  Tech  Strategies.  Adds  Greg  E. 
Blonder,  director  of  customer-expectations  re- 
search at  AT&T  Labs:  "Four  years  from  now, 
five  years  from  now,  the  PC  will  still  be  the  in- 
formation appliance." 

MUTATIONS.  As  in  any  classic  evolutionaiy  sce- 
nario, the  PC  is  adapting  because  of  rising  com- 
petition from  other  species.  In  addition  to  the 
new  Net  cmisers,  there  are  mutations  of  con- 
sumer-electronics gear  that  will  challenge  PCs 
in  the  information-appliance  market.  Japanese 
consumer-electronics  giants  such  as  Sony  Corp. 

and  Matsushita  Electrical  Industri- 
al Co.,  never  major  players  in  PCs, 
are  geaiing  up  to  offer  consumers  a 
variety  of  easy-to-use  appUances  in- 
cluding Web-browsing  videogames  and  digital 
TVS  that  double  as  Internet  cruisers  (page  96). 

The  consumer-electronics  titans  have  impor- 
tant advantages  over  the  PC  makers  as  the  race 
for  the  information  appliance  begins.  They  have 
brand  names  that  are  welcome  in  the  living 
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PREMIUM  CUSTOMERS  Many  consumerli 
in  this  group  are  already  PC  owners. 
Comfortable  with  technology,  they're  li 
ly  to  have  higher  incomes  and  include  : 
many  two-income  famihes. 
9.8  MILLION  HOUSEHOLDS 


DETERMINED  CUSTOMERS  They  lack  1 
the  spending  money  for  gadgets  of 
questionable  usefulness.  These  familie 
use  the  home  PC  for  work,  school,  andf; 
entertainment.  11.2  MILLION  HOUSEHOLDS 


CONVENTIONAL  CUSTOMERS  Traditioi 
single-wage  earner.  They  may  see  the 
ue  in  buying  a  PC  but  have  limited  ex] 
sure  to  one  at  work.  ^ 
7.3  MILLION  HOUSEHOLDS  I 


CONSTRAINED  CUSTOMERS  Video  gani|| 
ownership  and  cable-TV  subscriptions 
not  affected  by  limited  income  as  much"'^ 
PC  ownership.  Few  of  these  families  a'^'' 
PCs,  but  they  are  candidates  for  cheap 
TV-based  Web  browsers. 
8.7  MILLION  HOUSEHOLDS 
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room  and,  more  impoitant,  they  have  always 
had  to  focus  intensely  on  how  consumers  expe- 
rience their  products.  Tliat's  an  approach  that  PC 
makers  are  just  beginning  to  appreciate.  "We 
don't  need  more  breakthroughs  in  software  or 
technology,"  says  Stan  Shih,  chairman  of  Acer 
Inc.  "We  need  breakthroughs  in  business  phi- 
losophy." Acer,  Taiwan's  electronics  giant,  says 
it's  ready  to  start  moving  ft*om  computers  into 
consumer  electronics.  Later  this  year,  it  plans  to 
introduce  a  $500  Internet  PC  to  be  sold  fii'st  in 
emerging  markets  such  as  China. 

Shih  is  not  the  only  PC  mogul  to  recognize  the 
need  for  a  new  approach.  In  April,  Microsoft 
Chairman  William  H.  Gates  III  rolled  out  an 
initiative  called  Simply  Interactive  PC.  It  is  a 
standard  for  a  more  consumer-oriented  Wintel 
computer  that  includes  a  fomiat  for  Linking  those 
PCs  to  a  vaiiety  of  consumer-electronics  gear. 
"We  still  have  a  long  ways  to  go  to  make  the  PC 
an  appliance,"  says  Gates.  How  long?  Gates  says 
pollsters  at  mit  recently  asked  people  what  in- 
vention they  couldn't  live  without.  The  winner,  at 
63%,  was  the  automobile.  Only  8%  cited  the  PC, 
which  tied  with  the  blow-dryer  and  came  in 
just  below  the  microwave  oven. 

PC  makers  are  now  scun-ying  to  make  sure 
they  have  the  consumer-oriented  designs  to  fit 
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Cyberspace 

ITION  CUSTOMERS  Two  or  three 
s  in  the  household.  Younger  adult 
ehold  may  be  quicker  to  use  infor- 
appliances,  but  older  adults  need 
;ing.  11.1  MILLION  HOUSEHOLDS 

.ISHED  CUSTOMERS  Head  of 
old  is  over  50.  This  group  is  mostly 
•ested  in  home  PCs.  Technology 
ttle  role  in  their  information  and 
iinment  consumption. 
ION  HOUSEHOLDS 

LE  CUSTOMERS  The  last  genera- 
finish  schooling  without  exposure 
has  discovered  them  in  the  work- 
klost  will  buy  a  home  PC  but  still 
the  TV  for  entertainment. 
9N  HOUSEHOLDS 

:EADY  CUSTOMERS  A  high  propor- 
singles.  These  people  have  a  life- 
miliarity  with  computers  and  video 

ION  HOUSEHOLDS 

IBLE  CUSTOMERS  Retirees.  Mostly 
jrested  in  technology,  although  a 
ortion  use  PCs  to  manage  invest- 
ind  do  E-mail. 
ION  HOUSEHOLDS 

DATA:  INTECO  CORP 


I  the  information-appliance  category,  ibm  plans 
woo  consumers  with  sleek  new  pes,  user- 
ndly  software,  and  services  including  a  new 
Web  site  in  which  customers  can  get  help 
the  latest  software  upgimles.  Compaq  Com- 
er Corp.,  meanwhile,  has  joined  forces  with 
)mson  Consumer  Electronics  to  merge  PC 
;ures  with  home-entertainment  systems.  The 
giant  also  has  a  deal  with  Mattel's  Fisher- 
2e  unit  to  develop  a  line  of  PC  add-ons  and 
:ware  for  toddlers. 

FINISHED  BUSINESS."  Apple  Computer  Inc., 
ch  once  boasted  that  its  Macintoshes  would 
the  machines  "for  the  rest  of  us,"  is  making  a 
or  efibrt  to  reorient  itself  for  the  infoiTnation- 
Uance  race,  ceo  Gilbert  Amelio,  who  is  build- 
Apple's  turnaround  strategy  around  the  In- 
net,  recently  created  a  new  Information 
aliance  Div.  Already,  Apple — with  its  Japan- 
partner,  Bandai  Co. — has  brought  out  a 
pped-down  Mac  called  the  Pippin.  Il  attach- 
to  a  TV  and  can  be  used  to  play  cd-rom 
les  or  cruise  the  Web.  Meanwhile,  the  New- 
MessagePad  personal  digital  assistant  is  be- 
upgraded  to  become  a  wireless  Web  cruiser 
iking  'computers  for  the  rest  of  us'  is  as  yet 
nished  business,"  says  Amelio. 
t  may  be  that  neither  PC  makers  nor  con- 


sumer-electronics giants  will  lead  in 
information  appliances.  The  new  mar- 
ket presents  a  great  opportunity  for 
new  companies.  Indeed,  some  of  the 
first  information  appliances  to  hit  the 
market  will  be  those  designed  by 
Diba  Inc.,  a  startup  in  Belmont,  Calif. 
FoiTned  by  Farzad  Dibachi,  who  was 
head  of  Oracle's  new-media  group, 
Diba  has  ideas  for  some  30  devices — 
each  one  a  single-purpose  machine 
such  as  Diba  Mail,  a  phone  and  E- 
mail  combo.  The  idea,  says  Dibachi: 
"To  get  yoiu-  grandmother  in  the  Mid- 
west to  access  infoimation." 

Whatever  form  the  information  ap- 
pliance takes,  it  is  software  that  will 
make  it  fly — or  flop.  Even  though  Web  browsers 
have  succeeded  in  hiding  the  complexity  of  com- 
puters and  made  scanning  the  globe-spanning 
Internet  relatively  easy,  improvements  in  soft- 
ware are  still  needed.  For  one  thing,  it's  far 
too  easy  to  get  sidetracked  or  overwhelmed  on 
the  Net.  Punch  a  few  words  into  a  search  en- 
gine and  get  26,983  possible  matches:  Then, 
you  begin  to  appreciate  the  need  for  better 
software  technology. 

Help  is  on  the  way  (page  83).  At  software-de- 
velopment labs  eveiywhere,  progi-ammers  are 
working  on  "agent"  programs  that  carry  out 
routine  tasks  for  you.  These  little  drones,  which 
can  be  deployed  to  perform  such  jobs  as  scan- 
ning the  Web  for  the  latest  news  on  a  particular 
company  or  product,  offer  the  best  hope  for 
making  the  Web  easy  enough  for  anyone.  Ted 
Selker,  an  ibm  research  fellow  and  the  inventor 
of  the  nibbeiy  cui'sor  control  on  ThinkPad  note- 
book computers,  has  developed  an  agent  called 
Personal  Web  Manager.  When  you  want  to  ven- 
ture out  on  the  Web,  it  runs  out  ahead  and 
tests  traffic  conditions  on  the  I -Way  routes  to 
your  favorite  Web  sites.  The  results  are  dis- 
played in  traffic-light  red,  yellow,  or  gTeen. 

Sounds  simple — and  perhaps  trivial.  But  it  is 
precisely  this  people-friendly  approach  that  is 
needed.  Before  the  world's  consimiers  nish  to  the 
Net,  they'll  need  to  know  that  using  an  infor- 
mation appliance  is  as  easy  as  toasting  a  bagel. 

By  Ira  Sager  in  New  York,  unth  Robert  D. 
Hof  in  San  Mateo,  Calif.,  Paul  Judge  in  Boston, 
and  bureau  reports 
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THESE  MAY  REALLY  BE 
PCs  FOR  THE  REST  OF  US 


Are  cheap,  simple  Net 
surfers  the  ne^rt  wave? 


When  you  get  down 
to  it,  Net  surfing 
isn't  much  different 
from  channel  surf- 
ing. Couch  potatoes  dick  a 
button  to  mal^e  new  chan- 
nels appear  on  the  television. 
Mouse  potatoes  click  a  but- 
ton to  make  new  World 
Wide  Web  pages  appear  on 
the  screens  of  their  personal 
computers.  Another  similari- 
ty: On  the  Net,  the  heavy 
lifting  is  done  by  the  Web 
page  operator's  computer — 
just  as  the  broadcaster  or 
cable  operator  pumps  out 
movies,  shows,  and  advertis- 
ing that  you  receive  on  your 
inexpensive  TV  set. 

Why,  then,  do  you  have  to 
spend  $2,000  for  a  PC  to  surf 
the  Web?  Answer:  You  don't. 
At  least  not  for  long.  In  that 


wide  gulf  between 
a  $300  TV  and  a 
$2,000  PC,  con- 
sumer-electronics 
companies  from 
Akai  Electric  to 
Zenith  Electronics 
and  such  comput- 
er makers  as  Ap- 
ple Computer  and 
Sun  Microsystems 
are  readying  a 
wide  array  of 
products  that  are 
aimed  at  opening 
the  Internet  to 
the  unwired  mass- 
es. "People  want 
something  that  is  easier 
to  use,"  admits  Steven  D. 
McGeady,  general  manager 
of  the  Internet  Technology 
Laboratory  at  chipmaker  In- 
tel Coi-p.  In  short,  consumers 
want  some- 
thing more 
like  a  televi- 
sion— an  in- 
foiTnation  ap- 
pliance that's 
cheap,  sim- 
ple, and  wel- 
come in  the 
living  room. 

So  far,  the 
most  high- 


WEB  CRUISER 


lai; 


The  California  startup's 
device  connects  to  'rv 
sets  so  couch  potatoes 
can  navigat  e  the  Net 
with  a  remote  control 


SETTOP  TV  BOX 

The  Atlanta  company 
is  chasing  the  consume!' 
market  with  a  $300 
information  appliance 
for  the  living  room 

profile  candidate  for  the  job 
is  Oracle  CorjD.'s  $500  Network 
Computer  It's  the  most  am- 
bitious attempt  yet  to  create  a 
standard  for  a  Web-cruising 
computer.  On  May  20,  the 
maker  of  database  software 
announced  that  ibm.  Sun,  Ap- 
ple, and  Net- 
scape Commu- 
nications would 
support  soft- 
ware standards 
that  could  re- 
sult in  a  broad 
industry  of 
interchangeable 
machines. 


If  all  the  com- 
panies promising 
to  build  products 
on  the  network- 
computer  standard 
actually  deliver, 
NCs  will  come  in  a 
dizzying  array  of 
shapes  and  sizes. 
As  envisioned  by 
Oracle  Chairman 
Lawrence  J.  Elli- 
son and  his  part- 
ners, the  NC  de- 
sign will  reduce 
the  PC  to  bare 
bones — essentially 
a  microprocessor, 
memory  chips,  a 
network  connec- 
tion, and  a  mouse, 
keyboard,  or  re- 
mote control  for 
navigating  and  writing  on  a 
screen.  With  a  network  com- 
puter, you'll  view  Web  pages 
on  a  computer  monitor  or  a 
TV  screen.  There  will  be  no 
disk  drive,  just  a  smart  card 
for  holding  essential  data 
such  as  user-identification  in- 
formation— and  little  or  no 
software  besides  a  small  op- 
erating system.  Instead,  pro- 
gi'ams  written  in  Java,  Sun's 
software  for  networks,  will 
come  winging  over  the  Net 
and  run  automatically. 
OLD  CLOTHES.  In  September, 
Britain's  Acorn  Computer  [lisiiig 
Group  PLC  plans  to  ship  NCs 
based  on  Oracle's  prototypes, 
which  it  helped  develop  and 
manufacture.  The  first  and 
most  basic  version  is  a  non- 
descript box  about  10  inches 
square  and  an  inch  high. 
Based  on  a  low-cost  micro- 
processor chip  from  Ad- 
vanced RISC  Machines,  an- 
other British  company,  thefef 
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ler-$500  machines  will  use 
ler  a  standard  computer 
nitor  or  a  TV.  Instead  of 
irosoft  Windows,  it  will 
^e  a  compact  operating 
tern  and  will  include  a 
b  browser.  Olivetti  and 
:  plan  similar  devices  this 
ir,  too.  And  Sun  will  build 
ktop-computer-style  box- 
for  corporate  markets  by 
;  fall. 

Phese  models  are  just  the 
rt.  Freed  from  the  design 
ictures  of  traditional  com- 
ers, NCs  can  take  almost 
'  form — and  will.  Indeed, 
3t  partners  aiming  at  con- 
aers  plan  to  wrap  network 
nputers  in  the  clothing 
familiar  products  such  as 
;,  settop  boxes,  and 
)nes.  Phonemak- 
Uniden  Corp., 
instance,  is 
nning  cordless 
nputer-phones 
-h  Internet  ac- 
s.  This  fall, 
ai  Electric  Co. 
ns  to  start  sell- 

a  $300  settop 
I  with  Internet- 
ising  capability, 
rhe  NC  isn't  the 
y  stripped-down 
t-cruiser  con- 
>t.  In  April, 
)a  Inc.,  the  Bel- 
nt  (CaUf.)  start- 
proposed  its 
1  series  of  prod- 
5.  They're  based 

the  same  un- 
lying  technolo- 


gy— a  simple  information  ap- 
pliance with  just  enough  pow- 
er and  memoiy  to  cany  out 
one  job.  The  Diba  prototypes 
consist  of  a  series  of  single- 
purpose  appliances  such  as 
Diba  Internet,  a  TV-set  add-on 
that  lets  people  navigate  the 
Web  using  just  a  remote  con- 
trol that  hides  a  tiny  key- 
board behind  a  flip-up  panel 
for  typing  in  Web  addresses. 

APPLE 

WEB  CRUISER 

Originally  intended  to  be 
a  CD-ROM  game  player, 
Apple's  Pippin  has  been 
retooled  to  include 
Internet  capabilities 


Using  a  familiar  design, 
Idea's  network  computer 
is  meant  for  corporations 
looking  to  pare  the  cost 
of  traditional  PCs 

Compared  with  other  ap- 
pliance wanna-bes,  says  Pe- 
ter Bury,  president  of  the 
U.  S.  technology  arm  of 
Britain's  Cable  &  Wireless 
PLC,  "Diba  has  gone  one  step 
further.  It  said:  'Let's  re- 
create the  computer  into  an 
appliance  as  easy  to  use  as  a 
coffeemaker' "  c&w  is  consid- 
ering pi'oviding  Diba  Web- 
surfing  boxes  free  to 
subscribers  who  sign  up 
for  Internet  service,  he 
says.  Zenith  Electronics 
has  already  signed  a 
Diba  deal — to  build  its 
technology  into  a  new 
Web-cruising  TV  set 
(page  96). 

SLOW  GEAR.  Another 
sleek  Web-cruising  de- 
sign is  emanating  from 
Apple  Computer  Inc. 
Called  Pippin,  it's  a 
stripped-down  Macintosh 
computer  that  was  orig- 
inally intended  to  be  a 
CD-ROM  game  player.  Ap- 
ple reworked  the  system 
to  include  Web-browsing 
and,  in  September, 
Japan's  Bandai  Co.  will 
start  selling  the  $600 
machine  in  the  U.  S.  At 
first,  Apple  planned  to 

leave  the  Pippin 
manufacturing  and 
marketing  effort 
up  to  Bandai  and 
other  licensees, 
but  watching  the 
information-appli- 
ance movement 
gather  steam,  ceo 
Gilbert  Amelio 
changed  gears.  He 
now  says  that  Ap- 
ple will  market 
Pippins,  too. 

With  this  flurry 
of  Internet-cruis- 
ing development, 
you  might  think 
that  the  newcom- 
ers would  be 
pulhng  ahead.  But 
the  information- 
appliance  race  has 


just  begun.  In  fact,  despite 
all  the  hype,  both  camps  are, 
in  effect,  stuck  in  the  start- 
ing gate.  The  reason:  Before 
millions  of  ordinary  citizens 
can  start  sampling  the  mul- 
timedia delights  of  the  Web, 
somebody  has  to  build  much 
vdder  data  pipes  into  their 
homes.  Today,  moving  infor- 
mation and  programming 
from  the  Web  to  consumers 
is  painfully  slow.  Using  a 
modem  and  an  ordinary  res- 
idential phone  line,  down- 
loading material  off  the  Web 
can  be  so  pokey  that  many 
consumers  think  something 
is  broken. 

On  the  other  hand,  where 
the  high-speed  "broadband" 


NETWORK  COMPUTER 

Big  Blue's  Thin  Client  is 
replacing  the  terminals 
used  with  the  computer 
maker's  popular  AS/400 
minicomputers 

networks  already  exist,  the 
network  computer  is  rapidly 
becoming  a  reality.  Where  is 
that?  In  corporations  that 
are  wired  with  local-area 
networks,  ibm,  Italian  PC 
maker  Olivetti,  and  Oracle 
partner  Idea,  among  others, 
are  sci'ambling  to  come  up 
with  inexpensive  devices 
that  will  attach  to  corporate 
intranets.  These  machines 
could  have  a  double  payback: 


Intel  calls 
the  network 
computer  too 
limited-but 
it's  working 
on  prototypes 
just  in  case 


They'll  be  cheaper  to  pur- 
chase, and — more  impor- 
tant— they  can  start  to  cut 
the  high  costs  of  keeping 
desktop  computers  up  and 
running  (box).  "This  is  a 
huge  early  opportunity,"  says 
Paul  M.  Horn,  ibm's  senior 
vice-president  for  research. 

In  May,  Big  Blue  intro- 
duced a  network  computer, 
known  intei-nally  as  the  Tliin 
Client,  to  replace  the  termi- 
nals used  with  its  popular 
AS/400  computers.  Terminal 
makers  such  as  Wyse  Tech- 
nology and  SunRiver  Corp. 
ai'e  also  beefing  up  their  ma- 
chines with  new  chips  and 
software  in  order  to  flmction 
as  network  computers. 

In  the  long  run,  however, 
it's  the  millions  of  unwired 
consimiers  who  have  electron- 


ics, software,  and  computer 
makers  staying  up  nights, 
plotting  strategies  for  Inter- 
net appliances.  "We  see  the 
Internet  really  being  an  inte- 
gTal  pait  of  eveiy  home,"  says 
Phillip  A.  Watson,  U.  S.  gi'oup 
counsel  for  Akai  Electric. 
That's  why  the  Japanese  mak- 
er of  TVS,  vcRs,  and  stereo 
gear  joined  the  ranks  of  info- 
appliance  hopefuls. 

Indeed,  the  consumer  mar- 
ket is  just  too  big  to  ignore. 
IBM  is  cautiously  watching  for 
the  right  moment  to  trot  out 
designs  it  has  in  the  labs — in- 
cluding a  flying-saucei'-shaped 
Internet  ciiiiser  add-on  for  TV 
sets.  On  June  22,  Acer  Amer- 
ica will  introduce  for  develop- 
ing mai'kets  such  as  China  a 
$500  machine  that  uses  a  TV 
display  and  featui'es  a  remov- 


able drive  from  Iomega  Corp. 
Tiny  ViewCall  based  in  At- 
lanta is  planning  a  $300  settop 
box  for  September. 

Two  high-profile  holdouts 
remain:  Intel  Corp.  ceo  An- 
drew S.  Grove  and  Microsoft 
Corp.  Chairman  William  H. 
Gates  III  both  dismiss  the 
network  computer  as  too  lim- 
ited. But  Grove  concedes 
that  he  has  a  team  working 
on  prototypes  just  in  case. 
And  you  can  be  sure  that 
just  as  he  spun  around  to 
embrace  the  Net  itself,  Mi- 
crosoft's Gates  will  be  push- 
ing network  pes,  too — if  he 
sees  that  these  machines  vdll 
be  winners  in  the  informa- 
tion-appliance race. 

By  Robert  D.  Hof  in  San 
Mateo,  Calif.,  with  bureau 
reports 


WHY  CORPORATE  AMERICA  IS  LEADING  THE  CHARGE 


Everybody  knows  that  personal 
computers  are  getting  cheaper 
every  month,  right?  Don't  tell 
George  Brenner,  chief  information 
officer  for  MCA  Inc.  Sure,  hardware 
prices  are  falling,  but  on  average, 
the  movie  studio  spends  about 
$5,000  annually  on  each  of  its  5,800 
PCs  to  keep  them  running — and 
that  figure  is  rising.  Between  the 
ever-increasing  complexity  of  com- 
puter hardware  and  constant  soft- 


Special  Report 


ware  upgrades,  gripes  Brenner, 
"the  cost  of  desktop  computing  is 
going  sky-high." 

That's  why  he  and  some  of  his 
fellow  cios  are  lining  up  to  be  the 
first  to  try  network  computers — 
slimmed-down  desktop  computers 
such  as  those  proposed  by  Oracle 
Corp.,  Sun  Microsystems  Inc.,  and 
others.  Their  initial  cost — as  little  as 
$500,  compared  with  at  least  $1,500 
for  a  PC — is  just  the  first  saving. 
The  real  attraction  is  the  promise  of 
much  lower  support,  software,  and 
training  costs — all  because  the  net- 
work computer  can  be  upgraded,  di- 
agnosed, and  controlled  from  a  cen- 
tral location  without  dispatching 
humans  with  individual  machines. 

How  much  can  a  network  comput- 
er save  corpoi  ations?  "Some  major 
savings,"  says  W.  S.  (Ozzie)  Osbo)'ne, 


vice-president  for  systems  strategy 
at  IBM  Personal  Computer  Co.  Ac- 
cording to  a  study  IBM  did  with  one 
of  its  customers  that's  testing  a  pro- 
totype network  computer,  the  annu- 
al cost  of  owning  and  maintaining  a 
desktop  machine  (including  purchase 
price)  can  be  cut  from  $9,500  a  year 
per  PC  to  $5,500  with  a  network  de- 
vice. Says  Michael  B.  Prince,  cio  for 
Burlington  Coat  Factory  Warehouse: 
"Economics  will  favor  the  network 
computer." 

The  first  players  to  attack  this 
market  are  the  companies  that  now 


MAJOR  SAVINGS? 

MCA's  Brenner  is  seeking 
relief  from  the  "sky-high" 
costs  of  desktop  computing 

sell  the  terminals  that  link 
midrange  and  large-size  com- 
puters to  desktops,  reservations 
counters,  and  warehouses.  Some 
30  million  of  these  "tubes"  are 
still  in  operation.  Now,  in  hopes 
of  recharging  the  terminal  busi- 
ness, Wyse  Technology,  SunRiv- 
er, IBM,  and  other  computer 
makers  are  adding  more-power- 
ful microprocessors  and  faster 
network  connections.  With  soft- 
ware from  Citrix  System,  Wyse 
and  SunRiver  also  give  their 
$500-and-up  network  terminals 
the  ability  to  use  Microsoft 
Windows  programs  that  run  on 
a  network  server. 

The  explosion  of  corporate  in- 
tranets— internal  networks  that  are 
based  on  Internet  technology — could 
drive  additional  demand  for'  network 
computers.  These  machines  will  be 
based  on  Internet  standards,  and 
they  may  not  even  use  conventional 
software  such  as  Windows — or  con- 
ventional PC  hardware,  based  on  In- 
tel Corp.  chip  designs.  That  could 
give  CIOS  a  novel  problem:  too  many 
choices. 

By  Robert  D.  Hof  in  San  Mateo, 
Calif,  with  bureau  reports 


MAGINE 


building  a  Web  site 
at  really  means  business. 
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http://www.motown.com/ 


http://www.pathfmder.com/vg/ 
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Every  day,  more  businesses  are  creating  their 
own  Web  sites.  To  set  your  business  apart,  you 
need  a  site  that  communicates  effectively.  At  the 
same  time,  it  should  be  cost  effective  to  create 
and  maintain.  Today,  no  other  company  has 
more  solutions  to  help  you  create  a  compelling 
Web  site  and  maintain  it  than  Adobe  Systems. 
Recently,  just  creating  a  site  was  an  expensive, 
complex,  highly  specialized  and  almost 
thankless  task.  Now,  Adobe  tools  streamline 
and  simplify  this  task,  making  it  easy  to  create 
a  look  and  feel  that  sets  you  apart.  We've  also 
made  the  updating  and  maintenance  of  your 
site  an  almost  seamless  process.  Best  of  all, 
your  visual  identity,  colors,  logos,  type  anci 
more  can  be  easily  preserved  across  the  Web 
thanks  to  Adobe's  Web  publishing  and  printing 
solutions.  So  why  put  up  a  Web  site  that  gets 
lost  in  the  crowd?  To  build  one  that  means 
business,  call:  1-800-521-1976,  Ext.  B4376  or 
visit  our  Web  site  at  http://www.adobe.com/. 


CREATION 

Adobe  Photoshop' 
Adobe  Illustrator' 
Adobe  Premiere' 
After  Effects  " 
Adobe  PhotoDehixe  " 
Adobe  Type  Library 
PUBLISHING 
Adobe  PageMiir 
Adobe  Acrobat' 
Adobe  PageMaker' 
Adobe  FrameMaker' 
Adobe  Acrobat  Capture  " 
MANAGEMENT 
Adobe  SdeMiir 
PRINTING 
Adobe  PostScript" 
Adobe  PnntGear' 


Adobe 

If  you 
can  dream  it. 


you  can 
do  \€ 


e  logo  Jiid  other  iiidicdied  Adtibc  Iradeni.uks  art  ihc  pri)|)LTly  ul  Adobt  Systems  Incorpiiraled  All  other  marks  jre  the  property  of  their  respective  company.  (!'iyy6  Adobe  Sy-Iems  Incorporated,  All  rights  reserved. 


If  you're 
confused   about  which  way 
to  turn  on  the  information  superhigh- 
way, maybe  we  can  help.  Multimedia  is  the 
sum  of  many  parts,  and  we've  had  a  part  in  most 
of  them.  cP  Our  data  storage  and  imaging  systems 
take  on  graphics-intense  applications  from  home 
computers  to  Hollywood  special  effects.  We're  bringing 
multimedia  to  networking  applications  with  our  new  family 
Df  ATM  chips.  qO  Services  like  video-on-demand  and 
ong-distance  learning  are  brought  to  you  through  our  ATM 
switching  systems.  Our  scalable  parallel  supercomputers 
help  visualize  processes  too  complex  for  eyes  to  see. 
Cp  So  if  you're  looking  for  direction  on  the  informa- 
tion highway,  look  for  us.  You'll  find  us  at  every  turn. 
We're  a  $30  billion  company  with  a  worldwide 
multimedia   investment.   We  can  help 
you  make  getting  up  to  speed, 
child's  play. 
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COMPUTERS,  COMMUNICATIONS,  MICROELECTRONICS 


You   pat  them  on  the  back. 

Give  them  a  bigger  office. 

A  reserved   parking  space. 

You  buy  pens  with  the  rubber  grip 
You  do  a  lot  to  make  your  employees  comfortable. 

Kee  p  it  u  p  . 


OFTWARE'S 
OLY  GRAIL 


3-fuss  clicking  is  what  consumers  need  most 


,  was  the  vision  that  launched  an  empii'e:  "A 
;omputer  on  eveiy  desk,  and  in  eveiy  home." 
[\vo  decades  after  William  H.  Gates  III 
bunded  Microsoft  Corp.,  a  computer  does 
ict  sit  on  most  office  desktops.  It  is  the  lat- 
part  of  the  mantra  that  is  proving  difficult, 
n  Windows  95,  heavily  promoted  as  a  gi'eat 
forward  in  "ease  of  use,"  has  not  provided 
magic  bullet.  The  tmth  is,  a  personal  com- 
■r — even  the  famously  "user-fiiendly"  Ap- 
Macintosh — is  just  too  complex  for  most 
3le  to  bother  with.  "It's  no  surprise  that 
puters  ai'e  stuck  at  a  relatively  small  percent 
louseholds,"  says  Jakob  Nielsen,  a  distin- 
hed  fellow  at  SunSoft,  a  division  of  Sun  Mi- 
ystems  Inc. 

here's  really  only  one  thing  that  can  change 
:  better  software.  Whether  it's  the  PC  or 
of  the  new  "Web  cruisers"  that  are  under 
jlopment,  the  information  appliance  that 
gs  the  masses  into  cyberspace  will  have  to 
?  software  that's  moi'e  intuitive,  more  for- 


giving, and  a  lot  better  at  simplifying  the  digital 
experience.  "People  are  still  very  aware  that 
they  are  working  on  a  computer,  and  many  peo- 
ple ai"e  intimidated  by  that,"  says  Anch-ew  Sears, 
an  assistant  professor  at  DePaul  University's 
School  of  Computer  Science  in  Chicago  who  spe- 
cializes in  software  design. 
ROAD  MAP.  The  solution,  however,  may  be  at 
hand — or  at  least  the  path  to  a  so- 
lution. It  is  the  Web-browsing  soft- 
ware used  to  navigate  the  World 
Wide  Web.  The  browser  filled  a  sim- 
ple need:  It  provided  a  standard  way  to  view, 
fi'om  any  type  of  computer,  information  stored 
on  the  Web.  Anyone  with  a  browser  and  a  mo- 
dem could  reach  the  thousands  of  computers  on 
the  Web,  jumping  fi-om  one  to  another  by  simply 
clicking  a  mouse  on  highlighted  words  on  a  Web 
page.  This  "hyperhnking"  scheme  did  something 
more.  It  took  care  of  the  gruesome  details,  such 
as  tyi^ing  in  the  precise  address  of  a  particular 
Web  site.  Retiieving  information — stock  quotes. 
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One  world: 
Whether  data 
comes  from 
the  Net,  your 
office  network, 
or  your  PC's 
disk,  it  will 
appearthe 
same  way 


tomorrow's  weather,  a  technical  paper  pubUshed 
a  decade  ago,  the  latest  Dilbert  cartoon — was 
suddenly  as  easy  as  pushing  a  button  on  yoiu'  TV 
remote  control. 

That  simple  yet  powerful  idea  has  done  more 
to  revolutionize  personal  computing  than  per- 
haps all  of  the  millions  of  lines  of 
code  written  by  software  makers 
in  the  past  several  years.  At  light 
speed,  the  Web-browser  format  is 
becoming  the  interface  not  just  for  Web  pages 
but  also  for  all  sorts  of  information.  "The  brows- 
er metaphor  is  taking  over,"  says  Intel  Corp. 
Chief  Executive  Andrew  S.  Grove.  "Data  will  be 
delivered  the  same  way  whether  it's  on  the  Net, 
on  youi"  local-area  network,  or  on  the  disk  inside 
your  computer."  Microsoft,  for  example, 
plans  to  merge  its  Internet  Explorer 
browser  with  Wmdows  to  give  PC  users 
a  single  view  into  the  computer  and 
the  Net. 

The  Web  format,  though,  can't  im- 
mediately bring  the  millions  of  con- 
sumers still  on  the 
sidelines  into  the  In- 
formation Age  for 
one  important  rea- 
son. "The  vast  ma- 
jority of  software  j 
we  have  today  is  / 
not   suitable   for  /  "  ■*"•■ 
this  environment,"  " 
says  J.  Neil  Wein- 
traut,  Internet  advisory 
director  for  Hambrecht  & 
Quist. 

So  the  scramble 
is  on  to  create  a 
new  wave  of  net- 
work-based software 
and  seivices  that  will 
take  advantage  of  the 
Web  and  deliver  on 
the  vision  of  the  infor- 
mation appliance.  The 
challenge  has  sparked 
a  surge  of  innovation 
and  has  created  fresh 
opportunities  for  es- 
tablished software 
makers  and  hundreds 
of     startups.  "The 
amount  of  energy  in  the 
software  industiy  in  the 
past  year  has  been  ab- 
solutely  incredible,"  says 
Grove. 

One  of  the  most  promising 
progi'ams  to  burst  onto  the  scene  is  Sun 
Microsystems'  Java,  a  Web  computer  langxiage 
for  creating  tiny  programs  called  applets.  These 
can  be  sent  over  the  Net  to  any  computer  or  de- 
vice that  has  special  code  for  executing  Java 
applets.  So  instead  of  having  to  install  large, 
clunky  softwar-e  progi'ams  such  as  spreadsheets, 
applets  will  be  delivered  on  demand,  as  you 
need  them — peifect  for  small  devices  or  net- 
work computers  without  much  disk  space. 

Java  also  makes  possible  new  sei-vices  that 


could  make  going  online  easy  enough  for  the 
holdouts.  For  example,  BulletProof  Corp.,  a  Log 
Gatos  (Calif.)  software  maker,  has  used  Java  to 
create  WallStreetWeb,  an  interactive  financial 
application  that  provides  stock  quotes  and  charts. 
All  you  have  to  do  is  punch  in  a  ticker  symbol 
and  choose  some  options  fi*om  a  menu.  The  Java 
applet  retrieves  the  stock  prices,  plots  the  num- 
bers, and  draws  the  relevant  chaits — all  on  the 
fly.  There  may  soon  be  thousands  of  such  applets 
on  the  Net:  Hambrecht  &  Quist  figures  that 
some  100  Java  startups  have  been  launched. 

The  Web,  again  with  a  boost  from  Java,  is 
also  getting  adept  at  handling  the  kind  of  infor- 
mation that  cybemovices  are  familiar  with:  radio 
progi'ams,  video  clips,  even  phone  calls.  Even- 
tually, the  Net  will  be  brimming  with  multi- 
media  information  that's  ac- 


SoftwareHelpers^^^^^Cv 

IThe  PC  user  submits 
a  personal  profile, 
identifying  what  topics 
are  of  interest  to  her — 
say,  the  LOCAL 
WEATHER  FORECAST, 
MOVIE  REVIEWS  that 
mention  particular 
actors,  QUOTES  on  the  stocks  in  her 
portfolio,  and  BUSINESS  NEWS  on  her 
company  and  its  competitors.  She 
can  also  specify  how  frequently  she 
wants  information  updated. 

2 While  her  computer  is  idle,  the 
software  "agent"  goes  out  and 
searches  for  news  stories  and  infor- 
mation fitting  her  profile. 

When  she  turns  on  her  computer 
the  morning,  the  latest  infor- 
mation is  waiting  for  her. 


3Wf 
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cessible  from  virtually  any  place  where  there's 
an  infoi-mation  appliance. 

Right  now,  that  vision  is  clouded  by  the  slow- 
ness of  the  phone  lines  that  reach  into  most 
homes.  But  as  the  bandwidth  increases  over  the 
next  several  years,  there  is  no  limit  to  the  in-ii! 
formation  that  can  be  delivered  into  homes.  Irrii 
the  meantime,  software  makers  are  getting  HI 
around  the  bandwidth  bottleneck  with  "hybrid' 
progi'ams  that  deliver  most  of  the  code  on  aljtiy 
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Now  is  a  |xirticularl\  uoixl  time  to  buy  a  Compaq  l^roLianl 


4500  server.  (As  il  tlicrc  were  ever  a  bad  time.)  That's 


because  Irom  now  until  June  30,  Compac]  will  oive  vou  an 


Buy  Any  Qualifying  Compaq  Server  Now 


We'll  Throw  In  An  Extra  Processor  Board 


ompaq 


ProLiant  4500  Toner 


(Free) 


klitional  processor  board  at  no  additional  cost.' 
Depending  on  the  model  you  bu\',  that 
can  mean  up  to  an  80%  boost  to  the  server's 
performance.  And  it  you  decide  later  to  upgrade 
to  Pentium'  Pro  technology,  you  can  protect  vour  investment 
with  our  premium-tree  upgrade  program.* 


To  take  advantage  ot  this  otter,  call  vour  local 

reseller  today  Or  call  us  at  1-800-410-8458  to  locate     |  I 

I  11 

the  Compaq  Reseller  nearest  you.  Buying  a  ProLiant    '  ;  ^\ 
server  is  always  a  smart  decision.  Buving  one  now 
could  get  you  a  corner  office. 


i  ompaq  ProLiant  4j('('  Rack 


COMPAa 

Has    It    Changed    Your    Life  Yet? 


'01996  Compaq  Computer  Corporatioii  All  rights  rt-M-rved  Cumpaq  rcgisti-rt-d  U  S  Patent  and  Trademark  Otfite  ProLiaiU  is  a  registered  trademark  of  Compaq  Cnmputcr  Corporation.  The  Intel  Insnk 
^  I'jgo,  Peiuium  and  Pentium  Pro  arc  registered  trademarks  ol  Intel  Corporation.  OHer  \alid  in  the  U.S.  dunng  1996  onl)  *Qualitj mg  models  are  ProLiant  450U  and  4S1)0R  5/100  MH/  and  5/  Hi  MH/  onK 
IllUin  ^  'Applies  tt)  all  ProLiant  45()OK  models.  Limit  one  upgrade  per  server  For  more  details  i>n  thin  olfer  call  1-800-410-S458.  For  more  mtbrmation  on  our  full  line  of  servers,  call  L800- 545^1518  or  rejeh  us  on 
c  E  s  s  o  B  the  Weh  Jt  u  wu  tomp.iq  ( nm 


Meet  the  company 
Meet  Hoechst.  Who^ 


Health  Care 

Developing  medicines 
to  fight  disease 
is  our  top  priority  at  Hoechst. 


Agriculture 

Advanced  crop  protection 
products  promote  good  harvests 
and  respect  nature. 


Chemicals 

New  materials  are  important 

pacesetters  for 
progress  and  quality  of  life. 


Hoechst  is  an  international  group  of  companies  spearheading  innovation  in  health  care,  agriculture  an 


aproves  your  daily  life. 


staff  of  160,000  people  worldwide,  annual  sales  total  $36  billion. 


( 

You  may  not  know  it,  but 
Hoechst  (pronounced  Herkst)  is 
one  of  the  world's  leading  phar- 
maceutical and  chemical  compa- 
nies. In  fact,  you  probably  come 
across  us  every  day. 

Perhaps  in  our  medicines  that 
help  doctors  keep  you  healthy 
or  treat  serious  illnesses. 

Or  in  the  food  on  your  table, 
grown  with  the  help  of  our  agri- 
cultural products. 

Or  maybe  in  your  home  or 
car  where  our  fibers,  plastics  and 
paints  make  your  life  easier, 
safer  and  brighter. 

Our  goal  is  to  continue  to 
work  with  our  customers  to  find 
new  ways  to  improve  the  quah- 
ty  of  life.  And  that  is  something 
we  would  Uke  you  to  know. 

Hoechst  Marion  Roussel,  Inc. 
P.O.  Box  9627 

Kansas  City,  MO  64134-0627 

Hoechst  Celanese  Corp. 
P.O.  Box  2500 
Somerville,  NJ  08876-1258 
Internee  http://www.hoechst.com/ 

Hoechst  M 


OLD  HAT 

Smart  software 
designers  are 
taking  their  cues 
from  gadgets  that 
consumers  are 
ah'eady  familiar 
with 


MIT'S  Media 
Lab  is  working 
on  'Intelligent 
agents" that 
will  even 
haggle  for 
you  in  the 
electronic 
marketplace 


I'U-KOM,    but  can 
fetch  updates  fi'om  the  Net.  Examples  of 
hybrid  content  inckide  electronic  encyclopedias. 

Once  the  digital  deluge  begins,  the  next  soft- 
ware challenge  will  be  to  help  consumers  keep 
their  heads  above  water.  "There's  a  need  for  a 
digital  sliield  to  get  what  you  want  as  well  as  to 
protect  you  from  waves  of  E-mail,"  says  Neal 
Gershenfeld,  director  of  the  Things  That  Think 
consortium  at  Massachusetts  Institute  of  Tech- 
nology's Media  Lab.  The  Media  Lab  is  involved 
in  leading-edge  research  in  the  field  of  "intelli- 
gent agents,"  progi'ams  that  experts  predict  will 
one  day  handle  all  our  electronic  errands  and 
even  make  routine  decisions  for  us.  Some  of  the 
lab's  projects  involve  agents  that  monitor  and 
learn  from  a  user's  actions,  make  suggestions, 
and  even  undertake  the  consumer's  haggling  in 
the  eleeti'onic  marketplace. 
DIGITAL  LEGMEN.  These  supercapable  agents  are 
a  long  way  from  practical  use.  But  simple  agents 
are  ah-eady  helping  cut  tlumigh  the  chaos.  If  you 
are  a  heavy  E-mail  user,  chances  are  you  have 
used  a  progTam  to  filter  your  incoming  mail  by 
weeding  out  mass  junk  mailings  and  to  alert 
you  to  piioiity  messages.  The  latest  agents  do 
much  more.  With  a  little  coaching,  these  soft- 
ware helpers  will  go  out  on  the  Net  and  bring 
back  news,  stock  quotes,  or  other  data  of  inter- 
est to  you — so  you  don't  have  to  waste  time 
searching.  An  added  benefit:  Many  of  the  agents 
will  download  Web  pages — complete  with  linked 
pages — to  your  hard  drive.  That  way,  you  can 
browse  the  information  offline,  quickly  and  with- 
out racking  up  charges. 

Some  of  the  more  advanced  agents  working 
the  Net  now  are  employed  by  custom  news  ser- 
vices. PointCast  Inc.,  a  Cupertino  (Calif.)  start- 
up, uses  agent  software  to  deliver  constantly 
updated  news  and  information.  Programmed 
with  the  preferences  of  each  subscriber,  Point- 
Cast agents  scour  selected  .sites  and  bring  back 
new  developments  as  soon  as  they  are  posted. 
The  service  is  funded  by  advertisers.  Individual 
Inc.,  another  news  sei-vice,  has  signed  up  150,000 
paying  subscribers.  Its  software  retrieves  in- 
formation from  more  than  500  sources,  based 


on  your  profile,  and  delivers  the  re- 
sults via  E-mail. 

Another  way  to  make  cyberspace  more  ai 
luring  to  the  masses  is  to  give  software  a  mor 
streamlined  appearance.  The  graphical  user  in 
terface  (cui)  made  popular  by  Apple  Compute 
Inc.'s  Macintosh — witli  the  icons,  windows,  ai 
other  now-familiar  conventions — was  great 
1984.  But  the  GUI  model,  which  worked  whe: 
PCS  had  limited  power  and  only  juggled  a  fe\ 
files  or  programs,  is  no  longer  adequate.  "Thi 
virtue  of  the  (iui  is  that  everything  you  need  i; 
visible,  so  it  worked  briUiantly  with  the  originj 
Mac,"  says  Apple  Fellow  Donald  A.  Norma 
Today,  with  vast  programs,  huge  hard  drive; 
able  to  store  thousands  of  separate  files,  am 
the  Web  bringing  in  pages  and  pages  of  info: 
mation,  "making  eveiT/tliing  visible  simply  meai 
chaos,"  says  Nomian. 

Chaos  would  be  death  for  an  information  a 
pliance.  So  smart  software  designers  are  takin 
their  cues  from  gadgets  that  consumers  are  al 
ready  familiar  with.  For  example,  millions  nov 
routinely  use  automatic  teller  machines.  An  ATI 
is  an  information  appliance,  albeit  a  limited  one 
Using  the  simple  menus  of  ATMs,  businesses  am 
government  agencies  are  finding  that  they  ea 
connect  just  about  anybody  to  their  computer 
to  retrieve  information.  Take  the  touch-screei 
kiosks  at  Ti-ump's  Castle  Casino  Resort  in  At 
lantic  City.  Tapping  a  few  menu  items,  cus 
tomers  with  house  accounts  can  track  win 
nings — or  losses — and  tote  up  the  goodies,  sue 
as  free  meals,  that  they  have  earned. 

The  next  leap  foi-ward  for  interfaces  is  3-1 
design.  Dozens  of  software  makers  are  develof 
ing  3-D  environments  in  which  you  browse 
bookshelf  or  open  a  door,  rather  than  scan  fil 


88  BUSINESS  WEEK  /  JUNE  24,  1996 


i  t 


Stephanie  Kwoiek  is  a  chemist, 
gardener  anri  an  inventor  oi  DuPont 
Kevlar"  the  world's  strongest  fiber. 
^    It's  in  the  bral<es  of  trains,  planes 
and  automobiles.  It's  in  skis, 
helmets,  protective  clothing  and 


^  .  c  most  anyplace  else  requiring  a 

I unique  combination  of  light  weight 

'.J '  ^ 

I.  and  strength.  How'd  she  do  it? 

^>  f  X 

'^'}   ifff  With  innovation  and  determination. 


ith  a  single  idea  she  can  stop  trains. 


How  else  can  you  stop  a  train? 
Stop  a  bullet?  Save  a  life? 
Visit  us  at  www.dupont.com 


^    File    Edit    Uieui)  l 


Baok  \  For  w  .3rd  |  Home  |  1^ 
Location :  I  http  :  /  /v/ w  w- .  1  SOOflo  v/? 
Vhat's  Ne\i^ ?  j  Vh-at's  Cool?  i 


if.'  't 
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THERE  IS  NO  SUCH  THING 

AS  A  SMALL  BUSINESS. 

^tle  dare's  no  such, h.g.  a  s.alld.a,u 

There  are  opportunities.  The  kind  that  help 

you  find  half  a  million  new  customers  in  half  a 
day.  The  kind  that  give  you  a  more  creative 

way  to  be  heard.  The  kind  that  show  you 

how  to  stand  out.  The  kind  you  seize. 

This  is  wliat  you  can  do  when  you 
put  your  business  on  the  Internet. 

THIS  IS  WHATYOU  CAN  DO  WITH  A  MACINTOSH. 


Entrepreneur.  Leader  Innovator  Jim  McCann  isn't  chasing  his  dream  -  he  cauglit  it.  /\nd  the  Internet  has  helped  him  do  it.  By  opening; 
up  aworld  of  new  opportunities  for  e.vpanding  his  business.  By  giving  him  ways  to  reach  millions  of  new  customers.  By  helping  him 
turn  I-800-FLOWERS  into  the  world's  largest  florist  and  one  of  America's  fastest  growing  companies.The  same  way  Apple  Macintosh 
personal  computers  are  revolutionizing  how  millions  of  other  people  are  growing  their  business  througli  the  Internet  -  no 
matter  how  big  their  business  may  be.  Jim  McOann  isn't  just  changing  the  way  consumers  think  about  buying  flowers.  He's 
changing  the  way  Wall  Street  thinks  about  buying  flowers.  All  it  took  was  a  dream. The  courage  to  follow  it.  tad  a  little  power  ZM, 


Browsers 
encourage 
exploration. 
Alas,  explorers 
sometimes 
get  lost 


Special  Report 


lists,  to  find  what  you  want  (page  92).  One  idea: 
To  retrieve  infoiTnation  fi'om  a  Web  site,  click  on 
a  point  on  the  globe,  then  zoom  in  until  you 
get  the  level  of  detail  you're  looking  for — say, 
closing  prices  in  Hong  Kong.  Online  services 
provider  CompuServe  Inc.  last  year  launched  a 
service  called  Worlds  Away  that  features  land- 
scapes and  interiors  where  subscribers — repre- 
sented on-screen  by  characters  known  as 
avatars — meet  and  chat.  Microsoft,  Time  Wai-n- 
ei'  Inc.,  and  others  also  have  online  worlds. 
NEOPHYTE  BACKLASH.  Thi'ee-dimensional  softwai-e 
may  be  the  way  to  make  sure  that  the  Web 
doesn't  end  up  the  victim  of  its  owti  success.  Be- 
cause you  can  jump  from  one  Web  page  to  an- 
other so  easOy,  within  minutes  you  can  become  to- 
tally lost  in  cyberspace.  When  this  happens  to 
millions  of  neophyte  Web  surfers,  j^redicts  Sun- 
Soft's Nielsen,  there  will  be  a  backlash.  One  pos- 
sible solution:  graphical  "maps"  of 
the  Web  that  will  help  you  track 
youi-  cybei'space  route. 

There  ai'e  deeper  changes  in  store, 
too.  Vutually  all  of  the  new  Net  progiamming,  in- 
cluding Java  applets,  is  being  built  with  object 
technology.  Rather  than  storing  information  and 


pi'ogi'amming  separately,  objects  link  them  to- 
gether. So,  instead  of  simply  having  a  file  with 
yoiu'  checking  account  balance,  you  would  have  a 
checking  account  object  that  includes  all  your  ac- 
count data  plus  the  program  to  balance  your 
checkbook,  make  deposits,  and  so  on.  SunSoft  is 
working  on  an  object-based  system  for  stoiing 
and  retrieving  information  and  applets  as  part 
of  a  project  called  the  Internet  Desktop.  The  ef- 
fort is  exploiting  new  hardware  and  software  for 
the  Net '  devices.  And  Microsoft  plans  to  build 
objects  into  a  version  of  Windows  NT  that  the 
company  will  begin  testing  in  1997. 

That's  forever  in  Weh  time.  By  then,  Mi- 
crosoft could  find  itself  being  challenged  by  any 
of  a  hundred  upstarts  that  want  to  supply  soft- 
ware for  the  information  appliance,  too.  So  Mi- 
crosoft is  pouring  hundreds  of  millions  into  its 
Web  efforts.  Wliether  or  not  the  software  giant 
prevails,  the  contest  to  build  the  software  to 
make  the  Internet  a  place  for  the  masses  vdll 
benefit  everybody  who  uses  computers.  Says 
Hambrecht  &  Quist's  Weintraut:  "When  it  comes 
to  Web  software,  you  ain't  seen  nothin'  yet." 

By  Amy  Cortese  in  New  York,  with  bureau 
reports 


THIS  WORLD  WON'T  BE  FLAT  MUCH  LONGER 


It  may  be  known  as  cyberspace, 
but  most  of  what's  on  the  World 
Wide  Web  today  looks  no  deeper 
than  a  sheet  of  paper 

That's  going  to  change  in  a  big 
way  in  the  next  year  or  two.  New 
software  from  Microsoft  Corp.  and 
Netscape  Communications  Inc. — plus 
poweiful  new  chips  from  Intel  Coip. 
and  Silicon  Graphics  Inc. — are  going 
til  ht'1])  personal  computers  display 


rii  h,  tliri'i'Mliiiii'ii.-.!t.i,.il 
scenes.  Fluid  o-D  spaces 
will  make  the  Web  a 
more  compelling  visual 
medium,  closer  to  TV.  Us 
ing  3-D  techniques,  soft- 
ware developers  will 
come  up  with  new  ways 
of  organizing  informa- 
tion— in  rooms,  on  walls,  in  a  village, 
on  the  surface  of  the  globe — to  make 
the  location  and  relationship  of  data 
more  obvious.  Says  Michael  McCue, 
director  of  technology  at  Netscape: 


"3-D  is  more  natural.  It  adds  to 
your  ability  to  comprehend  lots  of 
information." 

MORE  ROOM.  Consider  Xerox  Corp.'s 
Visual  Recall  program.  It  helps 
search  through  a  large  collection  of 
documents  by  representing  them  in  a 
grid  of  icons  stretching  across  a  con- 
cave wall.  Linear  perspective  makes 
the  distant  icons  appear  smaller,  al- 
lowing more  of  them  tn  show.  Yet 


the  few  in  tiniit  an- 


large  enough  to  reveal 
identifying  data.  Users 
scroll  the  grid  left  and 
light  and  then  click  on 
an  icon  to  retrieve  a 
document. 

One  3-D  development 
already  widely  used  is 
virtual  reality  modeling  language 
(VRML).  A  standard  for  displaying 
3-D  information  on  a  Web  page,  it's 
an  engaging  way  to  help  nontechies 
get  somewhere  in  cyberspace.  For 


example,  a  system  called  Photo- 
Modeler  from  Eos  Systems  Inc.  in 
Vancouver  is  being  used  by  real  es- 
tate brokers  to  show  houses.  Scan- 
ning in  snapshots,  they  create  a  3-D 
computer  model  of  a  house.  Any  com- 
puter user  with  a  vrml  browser  can 
visit  the  site  for  a  simulated  walk  in 
and  around  the  house. 

One  way  to  make  people  more  at 
home  in  cyberspace  is  to  show  them 


a  t lirci'-iliniensional  .■miriiiinicin 
where  they  can  meet  one  another 
and  roam.  This  is  the  idea  behind 
Knowledgeland,  a  3-D  world  for  chil- 
dren being  built  by  software  maker 
Knowledge  Adventure.  The  ambi- 
tious progi-am  will  let  kids  represent 
themselves  as  cartoon  figures  and 
then  meet,  chat,  and  explore  li- 
braries, science  projects,  and  various 
classrooms.  That's  the  sort  of  devel- 
opment that  could  finally  create  a 
sense  of  space  in  cyberspace. 
By  John  W.  Verity  in  New  York 


TAKE  A  HIKE 

Knowledgeland 
lets  kids  stroll  by 
myriad  objects 
they  can  click  on 
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Lucent  Technologies 

Be"  Labs  Innovations 


600  Mountain  Avenue 

^""-y  mn.  sj  07974.0636 

1-888-4-Lucenr 

-afce  fhe  ,h,ngs  ,ha,  malce  com 
mmm  «^  ^^^n^un.calions  work." 


GOOD  FOR: 

communications  networks  (s,  m,  1, 
xl),  digital  signal  processors,  voice 
mail,  e-mail,  any  other  future 
mail,  wireless  infrastructure  for 
businesses,  cities,  countries  and 
other  planets,  phones  (with  and 
without  cords),  video  conferencing 
systems,  video  conferencing  chips, 
networking  software,  applications 
software,  mind-boggling  software 
(i.e.  Inferno  ),  fiber-optic  cable,  etc. 

(  Offer  never  expires.  ) 


Whether  you  work  for  a 
global  company  or  a  small  firm, 
you've  got  stuff  to  do.  And  a 
life  to  live.  Connected  to  your 
computer,  Iomega  personal  stor- 
age solutions  let  you  organize, 
move,  save,  and  back  up  all  your 
business  stuff:  programs,  files, 
financial  records,  graphics,  all 
your  ideas.  Like  our  wildly  popular 
Zip™  drive.  The  lightning-fast  3az™ 
drive.  Or  the  Ditto™  family  of  tape 
backup  products.  They're  easy  to 
operate,  they  come  in  internal 
and  portable  external  models,  and 
they  are  priced  to  fit  the  tightest 
of  budgets.  Which  should  make  it 
easy  to  get  your  stuff  together,  no 
matter  where  you  work. 


To  get  your  stuff  U.gether,  call  for  a  free 
Personal  Storage  Solutions  Guide'." 

l-800-818-9/?8,  ext  522 
Or  see  at:  www. iomega.com. 
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The  hungry 
consumer- 
electronics 
business  sees 
the  "next  big 
thing,"  and  it's 
the  PC/TV 


DEFENDING 
THE  LIVING 
ROOM 

How  TV  makers  intend 
to  fend  off  cyberlopers 

Joseph  L.  Ness  expected  customers  to  like 
the  29-inch  hybrid  pc/tv  on  display  in  the 
Studio,  an  upscale  fumitui'e  and  home-elec- 
tronics shop  he  manages  in  Los  Gatos, 
Calif.  But  when  it  went  on  sale  on 
May  31,  he  was  blown  away  by  the 
reaction.  One  shopper  put  in  an  or- 
der for  two  units,  totaling  $7,500.  An- 
other discussed  buying  20  for  his 
school  in  Fresno,  Calif.  Then,  at  7  p.m, 
a  television  crew  arrived  from  the  lo- 
cal NBC  Inc.  affiliate  to  shoot  a  two- 
minute  feature  on  the  product.  "The 
response  was  amazing,"  says  Ness,  35. 
"People  kept  bringing  friends  back  to 
try  it  out." 

Ness  shouldn't  have  been  smprised. 
The  WorldVision  system,  designed  by 
stailup  NetTV  Inc.  in  San  Rafael,  Calif., 
was  one  of  the  first  such  gizmos  on 
display  at  a  U.  S.  store.  Combining  fea- 
tures of  TVs  and  net-ready  computers, 
it  was  certain  to  cause  a  stii'  among  SO- 
icon  Valley's  well-heeled  digerati. 
SKILLED  PLAYERS.  Soon,  WorldVision 
won't  look  nearly  so  exotic.  A  wave  of 
pc'/tvs  and  other  hybrid  digital  gear  is 
coming  to  retail  outlets  in  the  U.  S., 
Em'ope,  Japan,  and  Asia.  Most  will  be 
sold  by  consumer-electronics  giants 
such  as  Zenith,  Thomson,  and  Philips. 
These  companies  are  racing  to  launch 
the  new  infotainment  gear  that  can 
fend  off  an  assault  by  PC  makers  on 
the  living  room.  Gateway  2000  Inc., 
for  one,  is  already  shipping  Destina- 
tion, a  $4,000  WorldVision-like  pc/tv 
combo. 

Consumer-electronics  companies 
bring  some  important  skills  to  this 
game.  They  know  how  to  make  gad- 
gets easy  to  use,  and  they  know  how 
to  market  single-function  devices  such 


as  CD  players.  These  machines  have  a  better 
track  record  in  the  home  than  multipurpose  PCs, 
A  computer's  infinite  progi'ammabiUty  tums  into 
a  liability  when  it  comes  to  luring  the  uninitiat- 
ed into  cyberspace.  For  them,  simphcity  is  key.; 

Whichever  side  wins,  competition  for  the; 
digital  living  room  is  a  boon  to  consumers.! 
Clicking  on  a  variety  of  newfangled  trackballs  j: 
and  wireless  keyboards  pointed  at  the  TV,I 
sports  fans  watching  a  kickoff  will  be  able  toj 
open  a  window  on  the  screen  and  download! 
player  stats  from  the  National  Football  League^ 
home  page  on  the  World  Wide  Web.  Eventual-!' 
ly,  predicts  John  Mitchell,  a  product-develop-* 
ment  manager  at  General  Electric  Co.,  infor-i 
mation  appliances  in  the  living  room  and  home!' 
office  will  spread  throughout  the  house.  "There 
are  big  opportunities,  which  could  include  all 
appliances  in  the  home." 

For  the  consumer-electronics  camp,  the  pc/tv 
information  appliance  is,  potentially,  the  next 
big  thing — the  fii'st  new  product  category  to  hit 
the  industry  since  camcorders.  And  these  com' 
panies  sorely  need  a  hit.  Am.id  intense  compe-j| 
tition  and  market  saturation.  Philips,  Zenith,!) 
Thomson,  Sony,  and  Matsushita  have  all  grap-jj 
pled  with  write-downs  and  losses  in  the  1990s.i 

Each  sees  salvation  in  the  digital  revolution.! 
Philips  is  betting  on  a  family  of  products  called! 
Multimedia  Access  TeiTninals,  or  mats.  For  about 
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[he  NCR  Scalable  Data  Warehouse. 


3  out  of  the  top  5  airlines  have  taken  off 
with  our  data  warehouses. 

Ij^OftTAj  I'^'uking  t(.)  use  data  waivhoLising  to  gain  a  competi- 
tive edge?  Choose  NCR,  the  company  that  IDC  says 
is  number  one  worldwide  with  50%  of  the  market* 
We  can  get  you  off  to  a  flying  start  with  a  NCR  data  warehouse 
solution  that  is  just  right  for  your  needs.  With  industry-leading 
databases  like  Teradata,'-  Oracle,"  Informix,"  and  Sybase.' 

For  more  information  about  NCR's  scalable 
data  warehouse  solutions  and  our  highly  scalable 
WorldMark'"  servers,  call  1  80U-CALL-NCR, 
ext.  3000.  Or  experience  our  data  warehousing 
capabilities  firsthand  at  http://wwu'ncrcom 

®NCR 


jntium* 


^ark  servers  shown  feature  Intel  Pentium  Processors  The  Intel  lns.de  and  Pentium  Processor  logos  are  legrstered  trademarks  of  Intel  Corp,  •International Data  Corporation  ■Workstations  and  Hiqh  Peilormance  Systems  June  W95 
CR  Corporation  All  rights  reserved  Teradata  is  a  registered  Irademart*  and  WorldMark  is  a  trademark  of  NCR  Corporation  /       .  . 
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"We  don't 
believe  we 
should  just 
roll  over  and 
take  whatever 
Microsoft 
develops" 


$.300,  Philips  cus- 
tomers will  get  a 
sleek  black  box  that 
converts  an  ordinary 
TV  into  a  computer 
monitor  with  basic 
Web-browsing  and  E- 
mail  functions.  More 
upscale  versions  will 
add  telephony  fea- 
tiu'es  such  as  caller  id 
and  voice  mail. 

Thomson  Con- 
sumer Electronics, 
owner  of  the  rca 
brand,  is  counting  on 
an  aUiance  with  Com- 
paq Computer  Corp. 
to  blaze  digital  path- 
ways. Each  company 
has  appointed  a  team  of  10  designers  and  en- 
gineers to  meet  daily  to  brainstorm  about 
pc/tvs  and  other  multimedia  products.  So  far, 
says  Thomson  Vice-President  Guy  D.  Johnson, 
"it's  been  a  battle  of  cultures  just  deciding  if 
this  thing  should  be  called  a  pc/tv  or  a  tv/pc" 
Still,  he  intends  to  get  products  to  market  by 
early  1997. 

Zenith,  like  Philips,  plans  to  add  computer 
functions  to  its  lai-ge-screen  TVs.  Rathei'  than  tiy 
to  wed  a  full-blown  Windows  PC  with  a  TV,  as 
Gateway  did,  Zenith  stnick  a  deal  to  use  tech- 
nology fi'om  Diba  Inc.,  a  SOicon  Valley  staitup  pi- 
oneeiing  low-cost  Internet  appliances.  By  Au- 
gust, Zenith  plans  to  market  "Net Vision"  pc/tvs 
containing  Diba  software.  Motorola  Inc.  proces- 
sors, modems,  and  gobs  of  memory  to  handle 
the  flood  of  bits.  Tlie  macliines,  says  Zenith  Pi'es- 
ident  Albin  F.  Moschnei-,  will  per- 
mit simultaneous  Web  browsing  and 
TV'  viewing  on  screens  as  lai'ge  as  35 
inches.  One  Diba  advantage:  soft- 
ware that  eliminates  the  flicker  that  occm's  when 
TV  screens  act  as  computer  monitors.  Zenith  also 
makes  fast  cable  modems,  which  it  will  bimdle 
with  advanced  TVs  when  the  technology  is  ripe. 
"We  have  to  be  fii-st  in  providing  new  featiu'es  on 
a  rapid-fii'e  basis,"  says  Moschner. 
ASIAN  EYES.  The  trouble  is,  dozens  of  computer 
and  consumer-electronics  companies  are  flock- 
ing to  the  digital-convergence  market.  Low- 
priced  Korean  and  Taiwanese  electi'onics  makers 
are  eyeing  P(7tvs.  So  ai-e  diversified  Japanese  gi- 
ants such  as  Toshiba  and  NEC,  wliich  both  have  a 
foothold  in  U.  S.  markets  for  computer  moni- 
tors, TVS,  and  notebook  computers.  This  month, 
Sony  is  also  launching  a  new  Windows  PC  (table). 

Long  before  the  new  hybrid  televisions  be- 
come a  fixtiu'e  in  every  home,  video-game  mak- 
ers will  bring  Web-browsing  abihty  to  TV  sets 
through  special  plug-in  circuit  boai'ds  on  theii' 
game  consoles.  Owners  of  Sega  Saturn  machines 
will  get  su  ii  an  ojjtion,  called  Net  Link,  for 
$199 "this  fall.  That  will  let  Saturn  users  chal- 
lenge ftiends  across  the  Net.  Apple  Computer 
Inc.  and  Japanese  toymaker  Bandai  Co.  are  al- 
ready shipping  thei.'-  $600  Pippin  subcomputers. 
Connected  to  a  tv.  Pippin  lets  users  browse  the 
Web  and  enjoy  multiplayer  games. 


Where  TVs  and  PCs  Converge 


Could  be  first  out  with  a  giant,  60-inch  projection  TV  that 
doubles  as  a  personal  computer 

The  world's  largest  consumer-electronics  company  is 
studying  proposals  for  PC/TV  combinations 

Its  new  digital  thrust  includes  $300  Web-browsing  black 
boxes  that  attach  to  conventional  TVs 

Tackling  the  digital  living  room  with  PlayStation  video  games, 
a  new  line  of  PCs,  and  a  spiffed-up  Web  site 

Owner  of  RCA  brand  is  collaborating  with  Compaq  on  PC/TVs 

Has  jomed  with  startup  Diba  Inc.  to  create  27-inch  TVs  that 
can  cruise  the  Net 


Consumer-electronics  companies  are  also  cre- 
ating the  software  to  run  the  new  digital  de- 
vices. Thomson  has  sunk  $25  ndllion  into  a  com 
pany  called  Starsight,  which  provides  onscreen 
progi'am  guides  for  navigating  150  channels  oi 
satellite  tv.  Thomson  hopes  to  extend  this  guide 
to  Web  browsing.  At  its  plush  research  labs  in 
Indianapolis,  teams  of  PhD  computer  scientists 
and  psychologists  tinker  with  complex  programs 
called  "agents" —  the  ultimate  assistant  for  nav 
igating  floods  of  digital  infonnation  (page  83).  A 
prototype  in  the  form  of  Nipper — rca's  canin^ 
mascot — ah-eady  inhabits  a  glowing  workstation 
screen  at  the  lab,  ready  to  offer  tips  on  upcom- 
ing sports  events.  "We  don't  beheve  we  shouk 
just  roll  over  and  take  whatever  [navigation^ 
software  Microsoft  develops,"  says  Thomson's 
Johnson. 

"YOU  DONE,  WASHER?"  If  Microsoft  comes  up 
with  killer  software,  however,  consumer-elec- 
tronics chiefs  will  have  to  go  along.  Indeed 
most  are  paying  close  attention  to  Microsoft's 
scheme  foi-  "Simply  Interactive  Pes"  that  will  be 
able  to  "talk"  with  appliances  throughout  the 
home.  The  idea  could  spm-  demand  for  a  varietv 
of  smart  products,  including  kitchen  appliances 
ge's  John  Mitchell  envisions  a  home  computeiU. 
that  could  cjueiy  the  washing  machine,  find  out 
whether  the  spin  cycle  is  complete,  and  notify 
whomever  is  watching  tv  in  the  living  room 
"Consumers  might  pay  extra  for  washers  that 
had  the  ability  to  respond,"  he  says. 

Then  again,  they  might  not — at  least,  not 
right  away.  The  digital  home  may  be  the  type  o: 
business  that  takes  years  of  costly  mai-ket-build 
ing.  In  that  case,  the  consumer-electronics  in 
dustry  would  have  another  advantage  over  ?( 
companies:  They've  learned  to  survive  in  satu 
rated  tv  and  vCR  markets.  In  a  pinch,  they  carlj 
weather  zero  sales  gTowth  and  negative  margins 
for  years  at  a  stretch.  Wliat's  moi-e,  they're  al 
ready  well-ensconced  between  the  sofa  and  the 
mantelpiece.  When  Pc  companies  try  to  maktfn 
the  trip  from  the  home  office  to  the  hving  room 
they  may  find  that  then-  technology  already  ha; 
been  embedded  in  a  few  circuit  boards  at  th( 
back  of  a  large-screen  tv  labeled  Sony,  rca,  oi 
Zenith. 

Bjj  Neil  Gross  in  New  Ywl 
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98  RIISINF'^S  WFFK  /  IIINF  74    1  QQfi 


think  you  can  take  your  ti 
ing  to  market,  think  again. 


In  today's  volatile  business  environment,  yesterday  is  ancient 
ory  Succeeding  in  the  modern  marketplace  takes  speed.  It  takes 
ity  It  takes  GE  Information  Seivices. 

GE  Information  Seivices  can  help  you  integrate  your  suppliers, 
nufacturers,  distributors  and  customers  so  that  you  can  respond 
^our  market  in  minutes  instead  of  days  or  weeks.  In  supply  chain 
nagement,  cash  management,  marketing  and  sales,  we  show  you  how 
ncrease  productivity  and  save  time — the  time  you  need  to  keep  a  step 
ad  of  your  competition. 

At  GE  Information  Services,  our  Business  Productivity  Solutions^'^' 
lance  the  fitness  and  sumval  skills  of  some  of  the  world's  best-known 
ipanies.  In  a  rapidly  evolving  marketplace,  we  give  you  the  edge  you 
d  to  prevail. 

Productivity.  It's  AU  We  Do.''' 


GE  Information  Services 


For  more  information,  please  call  1 -800-560-GEIS,  or  write  GE  Iiiforniaiion  Services, 
MC07F1,  401  N.  Washington  St.,  Rork\nlle,  MD  20850.  Find  us  on  the  Internet  at  http://www.geis.com 


MPEG  chips  ore  used  in  digital' ■</y*^^-'^^'^  TV  set-top 
boxes  to  decode  audio  and  video  signals  SGS-THOMSON 
has  shipped  over  5  million,  more  than  any  other 
manufacturer  to  date.  And  its  latest  microcore  based 
products  are  setting  new  standards  in  performance  and 
flexibility.  The  company's  ability  to  repeatedly  find 
technology  solutions  to  tough  application  challenges 
makes  ST  the  partner  of  choice  for  some  of  the  most 
advanced  TV  and  multimedia  systems  manufacturers. 


SGS-THOMSON 
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The  SGS-THOMSON  Microelectronics  Group  provides 
Service  and  Technology  throughout  the  world: 


You  Already  See 
Things  Our  Way 


We're  SGS-THOMSON  Microelectronics. 

We  make  the  microchips  that  turn  video 
signals  into  visual  images.  So  when  you  turn 
on  your  computer  monitor  or  tune  in  your  TV, 
you're  probably  seeing  things  our  v/ay. 

Our  MPEG  audio/video  decompression 
chips  are  just  one  example.  By  working 
hand-in-hand  with  the  industry's  leading 
manufacturers  of  home  entertainment 
systems  we've  become  a  major  supplier  of 
integrated  circuits  for  digital  satellite  TV  -  the 
new  revolution  in  home  entertainment.  In 
fact,  with  more  than  5  million  parts  shipped, 
ST  is  the  world's  number  one  provider  of 
MPEG  ICs. 


Our  ability  to  work  with  partners  from  all 
industries  to  produce  differentiated  products 
sets  57"  apart  from  the  crowd.  Moreover,  it 
makes  us  one  of  the  most  consistent 
performers  in  the  microelectronics  industry. 

Again  last  year,  for  example,  our  net 
revenues  were  up,  this  time  by  34%  to 
$3,554  billion  with  earnings  up  from  $363.5 
million  to  $526.5  million.  And  our  first 
quarter  results  this  year  underline  our 
consistency  with  earnings  of  $175  million. 

We're  SGS-THOMSON,  a  force  to  count 
on  in  microelectronics. 

Contact  us  now  and  you'll  find  that  we  are 
a  company  well  worth  looking  at. 


Shouldn't  You 
Look  Us  Up! 

Service  and  Technologif 

Contact  SGS-THOMSON  on  these  fox  numbers:  The  Americas  +1617  2599442  STM 
Asia  Pacific  +  65  4820240  -  Europe  +  33  50402860  -  Japan  033  28041  31  WiPl 
Visit  our  web  site  at  http://www.st.com 


Australia,  Brazil,  Canada,  China,  France,  Germany,  Hong  Kong,  Italy,  Japan,  Korea,  Malaysia,  Malta,  Morocco, 
The  Netherlands,  Singapore,  Spain,  Sweden,  Switzerland,  Taiwan,  Thailand,  United  Kingdom,  U.S.A. 


If  all  copiers  are  thesame^ 


win  23  major  awards  m 1995} 

HANSON'S  GUIDELINES  BUYERS  LAB  BUSINESS  WHAT  TO  BUY 


tr  luou  —  cesi  ouy/  uoiu  ivieuai 
EP  2050  -  Best  Buy  /  Gold  Medal 
EP  4050  -  Best  Buy  /  Gold  Medal 
EP  21 52  -  Best  Buy  /  Silver  Medal 
EP  3050  -  Best  Buy  /  Silver  Medal 
EP  2130  -  Best  Buy  /  Bronze  Medal 
EP  6000  -  Best  Buy  /  Bronze  Medal' 
EP  9760  -  Best  Buy  /  Bronze  Medal 


cr  ^  ID^;  -  riLK  ui  intj  Teat 
EP  2050  -  Pick  Of  the  Year  ) 
EP  3050  -  Pick  of  the  Year  ' 
EP  1080  -  Honorable  Mentiod 


EP  2050  -  Recommended* 
EP  2130  -  Recommended* 
EP  2152  -  Recommended* 
EP  4050  -  Recommended* 

■For  a  lieo  copy  ol  llie  full  repoil 
call  1  800-843-0100 


EP  1080  - 
EP213P- 
EP2152^ 
EP3050> 
EP  4050  - 
EP6000- 
EP9t760: 
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-  Editor's  Choice 

-  Editor's  Choice 

-  Editor's  Choix;e . 

-  Editor'^  Choice 

-  Editor's  Choice 

-  Editor's  Choice- 

-  Editor's  Choice 

.TA  CORPORATON 


For  more  iriformation  about 


iviinoiia  s  awaia-winiuny  uojjiers.uaii 

1-800^9-MINOLTA 


Copiers 
Cameras 
Faxes 
Digital  Systems 
Document  Imaging 
Camcorders 
Binoculars 
Color  Sensors 

Only  from  the  mind 
of  Minolta 


MINOLTA 


Because  not  all  copiers  are  Minolta 
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IPERATOR,  GET  ME 
YBERSPACE' 

lones  that  cruise  the  Net?  They're  coming 

^  omputer-industry  mavens  struggling  with 
li 


I  the  question  of  whether  consumers  would 
■  rather  surf  cyberspace  by  means  of  a 
'  personal  computer  or  a  Net  cniisei-  might 

time  out  to  consider  a  far  more  ubiquitous 
•mation  appliance  that  can't  be  beat  for 

of  use.  It's  the  lowly  telephone,  found  in 
?  500  million  homes  around  the  globe, 
ot  surprisingly.  Nokia,  Motorola,  Philips 
tronics,  and  other  phonemakers  are  well 
■e  of  the  device's  potential  as  an  infoiTnation 
iance.  While  the  Network  Computer  is  still 

more  than  a  twinkle  in  the  eye  of  Oracle 
rman  Lawrence  J.  Ellison,  phonemakers 
Dffering  high-tech  models  gussied  up  with 
jns,  modems,  even  credit-card  readers.  In 
)pe,  cellular  phones  that  double  as  roving 
Tiet  teiTninals  will  be  in  stores  tliis  summer, 
's  the  dawn  of  the  "smart  phone,"  a  so- 
:icated  electronic  device  that  can  deliver 
ail,  carry  out  home-shopping  and  banking 


transactions,  summon  information  from  the  re- 
cesses of  cyberspace,  tell  you  who's  caUing  be- 
fore you  answer,  take  messages,  and,  of  course, 
carry  plain  old  voice  calls.  All  for  about  .$250  to 
$300,  vs.  a  minimum  of  $500  for  Oracle  Corp.'s 
Net  Cruiser  or  $1,500  for  a  PC 

Best  of  all,  no  special  training  is  required — 
smart  phones  look  and  work  like  regular 
phones.  If  you've  figured  out  how  to  get  a 
timetable  of  train  departures  with  a  push-but- 
ton pad,  you  can  figure  out  a  smart  phone. 
"Smart  phones  are  inevitable,"  says  Phil  Win- 
terbottom,  a  computer  scientist  at  Bell  Labo- 
ratories, now  a  part  of  Lucent  Technologies, 
the  soon-to-be  independent  at&t  equipment 
subsidiary.  "The  volumes  are  huge,  so  they  can 
be  manufactured  cheaply,  and  you  don't  need  to 
learn  any  new  skills." 

Smart  phones  aren't  the  answer  to  every- 
body's Internet-cruising  prayers,  though.  They 
aren't  much  more  intelligent  than  a  regular 

PLAIN  OLD  VOICE  CALLS,  TOO 

Maiy  Lewis,  aiso  part  of  the  Garden  CAty 
test  group,  uses  the  Phihps  PlOO 


With  a  smart 
phone,  you 
can  screen 
calls,  check 
your  E-mail, 
even  do  your 
banking 


It's  Bigger  than  the  INTERNET. 

It's  about  global  commerce.  And  day-to-day  business. 
It's  about  staying  competitive. 


With  total  access,  there  are  no  limits  to  where  you 
can  go...  or  who  you  can  do  business  with. 

U.S.  Robotics  provides  end-to-end  information  access 
solutions  for  every  level  of  your  organization  -  giving 
you  an  edge  on  the  competition. 

We  provide  the  technology  to  access  a  future 
without  limits. 

dPiHobotfcs 

The  Intelligent  Choice  in  Information  Access 


NETWORK  SYSTEMS  DIVISION 

Offices  Worldwide 


RO DUCTS  .  MODEMS  >  WIRELESS  ACCESS  •  SOPHISTICATED  NETWORK  MANAGEMENT  .  NT' 

Hm^lU.S.  Robolit^^lfcBwrved.  All  technologies  mentioned  are  trademarks  or  registered  trademarks  of  th^in^SHHIHI 


Ultimately, 
these  phones 

may  be  no 
match  for  the 
Web-surfing 
TVs  that  are 
also  coming 


Special  Report 


phone — they  can't  come  anywhere  near  match- 
ing the  capabihties  of  PCs  or  lesser  types  of 
computers  when  it  comes  to  storing  and  ma- 
nipulating data  or  surfing  the  Internet,  for  ex- 
ample. But  the  industry  figures  that  for  the 
next  five  years  or  so,  most  consumers  will  be 
more  than  happy  with  the  capabilities  and  ease 
of  use  of  a  smart  phone. 

That  assumption  is  already  being  put  to  the 
test  in  Garden  City,  N.  Y.  Philips  gave  away  its 
Ploo  screen  phones  to  some  7,000  of  the  town's 
9,000  households  in  early  April.  The  PlOO,  in- 
troduced commercially  in  June,  is  a  $350  phone 
with  a  built-in  credit-card  reader  that  provides 
access  to  home  shopping  and  banking.  It  can 
also  be  used  to  tap  into  electronic  phone  direc- 
tories, stock  quotes,  sports  scores,  and  weather 
reports. 

Philips  figures  the  one  application  people  will 
feel  they  can't  live  without,  however,  is  a  service 
carrying  local  information — the  Little  League 
schedule,  what  the  supermarket  has  on  special, 
the  agenda  for  the  next  village  board  meeting. 
"We  discovered  that  local  information  is  this 
hole  in  the  middle  of  cyberspace,"  says  Gerrit 
Schipper,  president  of  Philips'  Home  Services 
unit.  Philips  worked  with  a  Garden  City  news- 
paper to  develop  an  easy-to-use  online  service. 
Philips  plans  to  eventually  have  similar  local 
offerings  around  the  country  and  figures  it  can 
earn  more  from  the  fees  it  charges 
local  businesses  that  sign  up  for 
the  service  than  from  sales  of  the 
smart  phone. 
Screen  phones  such  as  the  PlOO  may  quickly 
be  echpsed,  however,  by  an  even  smarter  phone: 
a  featiu'e-crammed  digital  wii-eless  handset  such 
as  Nokia  Corp.'s  9000  Communicator.  Slated  to 
hit  the  European  market  in  August,  it's  a  palm- 
size  cellular  phone  that  flips  open  to  become 
an  organizer  with  a  6.8-inch  by  2.5-inch  screen 
and  a  tiny,  but  complete,  keyboard.  It  can  send 
and  receive  faxes  and  E-mail,  surf  the  Internet, 
and  tap  into  corporate  and  public  databases. 
Problem  is,  it  costs  $2,000. 

Such  pricing  may  not  last,  but  the  wireless 
wave  that  the  9000  is  riding  will.  As  digital 
cellular  networks  spread  around  the  world, 
wii'eless  phoning  will  become  both  cheaper  and 


more  widespread.  So  will  wireless  cybercruis 
ing — using  smart  cellular  phones  or  handhel 
personal  digital  assistants  (PDAs).  "People  lov 
personal  devices  that  go  with  them  anywhere, 
says  Greg  E.  Blonder,  at&t's  director  of  cus 
tomer  expectations  research.  "I  am  a  big  be 
liever  that  everyone  will  eventually  carry 
wireless  device." 

"VERY  EMBRYONIC."  Wireless  smart  phones  ar( 
coming'  out  in  Europe  first  for  good  reason:  Ai 
all-digital  cellular  network  is  already  in  plac( 
there.  Most  U.  S.  cellular  networks  are  still  ana 
log  and  therefore  inadequate  for  data  calls.  Ii 
Europe,  specialized  information  services  an 
cropping  up  that  take  advantage  of  digital  wire 
less  networks  and  the  new  smart  phones.  In  tb 
Netherlands,  a  cellular  messaging  sei-vice  down 
loads  data  to  drivers'  mobile  phones,  warnin 
them  about  the  location  of  highway-patrol  can 
One  company  in  Finland  will  download  headline 
on  topics  chosen  by  its  customers  every  mom 
ing  to  their  cellular  screen  phones. 

U.  S.  cellular  networks  will  be  ready  for  tb 
smart  phones  by  the  end  of  next  year  Ther 
most  existing  systems  will  have  been  upgradei 
to  digital,  and  new  personal  communication 
systems  (pes)  digital  networks  will  be  spreadinj 
across  the  country.  When  the  digital  nets  are  i 
place,  Americans  won't  have  to  scrounge  fo 
the  smart  phones  to  use  with  them.  Last  Sep 
tember,  Air  Communications  began  selling  i 
digital  cellular  smart  phone  that  can  send  am 
receive  E-mail  and  access  Web  pages.  Ai; 
Communications  is  selling  the  device  to  cellula 
operators  for  $750.  Cirrus  Logic's  Pacific  Coin 
mimications  Sciences  subsidiary,  Mitsubishi  Eleo 
trie,  and  Motorola  are  planning  similar  phona 
for  later  this  year. 

Nobody  is  predicting  an  overnight  mass  mai 
ket  for  such  phones.  Yankee  Group,  for  exampU 
estimates  that  only  4%  of  all  cellular  phona 
sold  by  2000  will  have  true  Net-surfing  capabij 
ities.  "This  is  still  a  very  embryonic  industry] 
warns  James  Caile,  vice-president  for  marketinl 
at  Motorola's  Cellular  Subscriber  Group.  So  Mcj 
torola  won't  be  pushing  its  gadgets  solely  as  J 
v</ay  cruisers.  "It's  our  goal  to  make  it  first  an 
foremost  a  good  phone,"  he  says. 

Lower  prices  and  the  right  services  will  b 


DEVICE 

Give  Me  Information! 

Some  phones  that  think  for  themselves 

FEATURES 

,4. 

AVAILABlEa 

NOKIA  9000 

Digital  cellular  phone  with  a  built-in  personal  organizer.  Opens  to  become 
an  electronic  notepad  with  a  small  keyboard  and  has  E-mail,  fax,  and 
Internet-access  capabilities. 

August! 
1996  1 

PHILIPS  PlOO 
SCREEN 

Using  standard  phone  lines,  this  touch-screen  phone  can  do  E-mail, 
home  banking,  and  electronic  shopping 

June 

1995  1 

.1" 

MOTOROLA 
MAP 

The  heir  to  Motorola's  Envoy  personal  digital  assistant,  MAP  will  be  a 
cellular  wireless  phone  that  can  handle  faxes  and  E-mail 

Yearend  | 
1996  i 

NORTHERN 
TELCOM  ORBITOR 

Wireless  phone  based  on  General  Magic's  Magic  Cap  software,  first 
developed  for  personal  digital  assistants 

Fall  1 
1997  11 

Sun  designed  the  first  intranet 
back  when  people  thought 

intranet  was  a  ty  pO« 

Sk  The  intranet.  Everyone's  talking  about  it,  but  few  are  taking  advantage  o(  it.  Whether  N-ou're  talking  busmess-io-business,  or  businesf 
to-consumer.  Sun  can  show  you  the  opportunities  associated  w  ith  the  intranet,  and  then  pro\'ide  )'ou  wiih  the  producis,  serx'ice  anc 
support  to  help  you  implement  tliose  solutions.  Everything  trom  industry-leading,  easy-to-use  Netra  servers  and  key  industry 
aips,  to  the  revolutionary  )a\-a  technology,  and  Solstice'  SunScreen  and  Solstice  FireWalM  security 


.  So  don't  waste  time  and  resources  trying  to  re-create  the  wheel,  call  Sun.  Alter  all,  we  re  the  intranet 
we  helped  invent  it.  To  learn  more  about  Sun,  contact  us  at  http://www.sun.com  or  1-800-786-0785,  Ext.  370.     the  network  is  the  computer 


IS,  Inc.  All  righls  rese(ved.  Sun.  Sun  MiCfOsystems,  (he  Sun  Logo.  Solsriff 
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aib  ol  Sun  MicfOiystems,  Ine  m  the  Unit* 
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{  IT  Overview  } 


Pentium®  Pro  processor-based 
systems,  Windows*  NT,  and 

the  right  desktop  manageability 
tools  can  save  you  money  on 
support  and  maintenance. 


X 


L2  cache  brings  most 
frequently  used  data 
closer  to  the  processor  unit. 


Power,  power, 
and  more  power.  •■ 


OPTIMIZED 
32-BIT 
PERFORMANCE. 


Pentium*  processor  166  MHz 
Pentium  processor  200  MHz 
Pentium*  Pro  processor  180  MHz 
Pentium  Pro  processor  200  MHz 


5.5  Million  Transistors. 
(Go  ahead,  count  em.) 


TRUE  MULTITASKING, 
Not  oniy  fast,  but 
capable  of  doing  many 
things  at  once. 


PROUD  PARTNER 


The  dependability 
of  Intel  architecture. 


Smithsonian 


www.intel.com 


Norton  SI32* 


Benchmarks 


Systems  loaded  with 
the  latest  tools,  like  Intel's 
LANDesk®  Management 
Suite,  give  you  increased 
manageability. 


Pentium  Pro  processor 
helps  build  a  stronger, 
healthier  Intranet. 
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Faster  Web  searches 
powered  by  Open  Text* 

and  Pentium  Pro 
processor-based  systems. 


OI9%  Irirel  Corporation,  'indicaied  n 
.irt-  trademaiVs  of  other  companies 


The  Pentium®  Pro  process 


{  Executive  Summary  } 


Combined  with  Windows  NT  and  desktop 
manageability  tools,  the  Pentium®  Pro  processor 
(notice  the  "PRO")  can  save  you  money 


Just  ask  IT. 


t  of  ownership  diagram. 

Intel. 

The  Computer  Inside; 


Special  Reporl 


needed  before  these  gadgets  find  a  place  in  the 
information-apphance  race.  Northern  Telecom 
Ltd.  hopes  to  accomplish  both  by  incorporating 
Sun  Microsystems  Inc.'s  popular  Java  software 
into  both  wired  and  wireless  smart 
phones  that  it  says  will  sell  for 
around  $200  when  they  hit  the 
market  next  year.  Nortel  is  count- 
ing on  Java-based  services  to  help  sell  the 
phones.  One  possibility:  a  service  that  lets  a 
real  estate  agent  phone  into  a  Web  site  to  fetch 
the  latest  property  listings  while  chiving  around 
with  a  chent. 

Wired  smart  phones  may  have  a  harder  time 
finding  a  pennanent  niche.  A  phone — no  matter 
how  smart — may  not  be  up  to  the  competition 
from  other  easy-to-use  consumer-electronic  gad- 
gets such  as  Web-surfing  TVs  that  will  start 
flooding  into  homes.  "I  think  you  have  more 
applications  within  your  home  than  can  be  sat- 


isfied with  a  smart  phone,"  says  John  Gerdel 
man,  president  of  MCi  Communications  Corp. 
long-distance  network.  "My  personal  feeling  is 
that  customers  will  buy  them  as  a  novelty,  bul 
they'll  be  quickly  outstripped." 

Still,  consumers  who  aren't  convinced  thai 
it's  worth  their  while  to  cruise  the  Net  maj 
provide  a  respectable  market  for  smart  phones 
Both  British  Telecommunications  PLC  and  at&' 
have  developed  lab  models  of  wristwatch  phonei 
with  small  screens  that  use  speech  recognitioi 
to  activate  dialing.  Neither  prototype  is  slate< 
for  commercial  production,  hut  either  could  b( . 
the  ideal  information  appliance  for  consumer 
who  just  want  a  digital  slave — to  respond  t  u 
their  master's  voices  and  dial  numbers  or  d  J 
some  electronic  chores.  Like  good  electric  ap 
pliances,  they  might  actually  simplify  life. 

By  Gail  Edmondson  in  Paris  and  Catherin 
Aimst  in  New  York,  with  bureau  reports 


PDA  MAY  ALWAYS  MEAN  'PRETTY  DARN  AVERAGE' 


They  were  dubbed  personal  digi 
tal  assistants,  and  they  were 
supposed  to  be  the  ultimate 
information  appliance.  Nifty  lit- 
tle handheld  devices,  pdas 
would  become  ubiquitous  tools 
that  would  hold  telephone  num- 
bers, keep  your  calendar,  store 
notes,  and  send  and  receive  data 
wirelessly.  At  least  that  was  what 
John  Sculley,  former  chairman  of 
Apple  Computer  Inc.,  predicted  in 
1993  when  he  took  the  wraps  off 
Newton,  the  pioneering  pda. 

Three  years  later,  the  pda  is 
the  poster  child  for  overhyped, 
underwhelming  electronic  prod- 
ucts. Its  troubled  history — sales 
shrank  last  year  to  381,000  units 
from  389,000  in  1994,  according  to 
Dataquest  Inc. — may  hold  important 
lessons  as  the  world's  electronics 
manufacturers  attempt  to  build  oth- 
er information  appliances.  Lesson 
No.  1:  These  hybrid  gadgets  weren't 
good  in  either  role  they  aspired  to. 
They  were  poor  computers  and 
lousy  communicators. 
PILOT  PROGRAM.  But  hope  springs 
eternal.  New  pdas  continue  to  ar- 
rive— from  Apple,  Motorola,  Sony, 
IBM,  and  modem  maker  U.  S.  Robot- 
ics Corp.,  whose  six-ounce  Pilot,  in- 
troduced in  January,  keeps  track  of 
appointments  and  phono  numbers. 
The  Pilot  can  also  be  linked  to  a 
desktop  PC,  and  at  the  touch  of  a 
button,  any  changes  to  ^he  calendar, 
phone  numbers,  and  so  on  in  either 
device  is  updated  on  the  other.  The 
device  has  drawn  rave  reviews  for 
its  proportions — about  the  same  as  a 


.TRY,  TRY  AGAIN 

New  versions  from 
Motorola  and  IBM  are  on 
the  way  in  spite  of  tlie 
PDA's  disastrous  past 


pack  of  cards — and 
Dataquest  analyst  Mike 
McGuire  says  that  it's  the  first  pda 
with  the  right  size  and  shape.  But  it 
still  has  a  glaring  drawback:  no 
wireless  communications. 

Manufacturers  insist  that  a  con- 
sumer market  of  some  sort  for  pdas 
is  shaping  up,  even  without  commu- 
nications. The  most  encouraging 
sign  is  Hewlett-Packard  Co.'s  200LX, 
an  organizer-like  product  introduced 
in  1994.  It's  the  most  popular  pda 
on  the  market,  thanks  to  its  soft- 
ware, which  includes  Pocket  Quicken 
and  Lotus  1-2-3. 

Even  the  Newton  is  shaking  its 
Edsel  image.  Apple's  new  Message- 


Pad  130,  introduced  earher  this 
year,  has  an  improved  operating 
system  and  handwriting  recognition. 
In  niche  markets,  such  as  mobile 
sales,  "we've  been  successful  even 
with  a  flawed  product,"  says  Steven 
Andler,  senior  director  of  Apple's 
Mobile  Systems  Product  Marketing. 
"Now  we'll  see  what  we  can  do 
with  a  product  that  isn't  flawed." 
Still,  the  PDA  isn't  going  to  get 
far  in  the  info-appliance  race  until 
it  can  communicate, 
preferably  wireless- 
ly. A  wirehne  mo- 
dem that  lets  the 
Newton  or  the  HP 
200LX  retrieve  your 
E-mail  is  $300  extra. 
One  that  can  work  on 
cellular  networks  will 
set  you  back  $500.  Mo- 
torola Inc.'s  Envoy  and 
Marco  pdas  have  some 
of  the  best  built-in  com- 
munications, but  their 
price— $1,000  to  $1,500— 
kept  sales  to  just  3,000 
units  last  year. 

The  question  is  whether  the  pda 
will  become  a  great  communicator  be- 
fore wireless  smart  phones  take  on  all 
the  attributes  of  a  pda.  "It  doesn't 
make  sense  to  have  them  as  two  sep- 
arate devices,"  argues  Joe  Carter, 
managing  partner  of  Andersen  Con- 
suiting's  Center  for  Strategic  Technol- 
ogy. "If  I  have  something  that  stores 
telephone  numbers,  I  want  it  also  to 
be  a  telephone."  Perhaps  the  "P"  in 
PDA  should  just  stand  for  phone. 

By  Peter  Elstrom  in  Chicago 
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Special  Advertising  Section 


We  have  the  services  your  phone 
customers  want  and  are  ready  to  buy. 


Want  proof?  We  will  prtpari  a  tiistomized  business  case 
study  that  demonstrates  a  cost  effective  way  to  deliver 
services  such  as  the  INgage  ACRE  Enhanced  Service. 


INgai^c  ACRE  (Amhorizailon  and  Call 
Routing  Equipmcnl).  provides  a  smooth 
evolution  toward  PCS  and  the  convcnicntt 
of  a  single  personal  number  No 
forwarding  numbers.no  cumbersome 
programming,  no  worries.  And  even 
casual  users  will  appreciate  the  practicality 
of  one  handset  that  operates  as  a  cordless 


To  INgage  your  tusiomtni  with  the  ACRI! 
i;nhanttd  Service  Call  1-888-888-AGCS 
and  ask  for  the  ACRK  Pniducl  Manager 
or  visii  us  at  http  /./www  ages  com  on  the  weh. 


extension  at  the  home  or  office  and  a 
cellular  phone  while  on  the  go. 
The  result"'  More  revenues  bv: 

•  lncrea,sed  market  penetration 

•  Increased  air  time  as  customers  become 
more  accustomed  to  using  the  phone 

•  Reduced  chum  due  to  increased 
customer  satisfaction, 

h  AG  Communication  Systems 
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INgage 


Need  to  print  bar  code  labels? 

Demand 
Datamax. 


Datamax  knows  bar 
code  labeling  better 
than  anyone.  That's  why  Datamax  is  the 
first  choice  of  small  businesses  and  multi-nationals. 

Datamax  has  the  world's  largest  installed  base  of  thermal 
bar  code  label  printers.  The  industry's  broadest  product 
line.  And  the  world's  best  network  of  resellers  and 
systems  integrators  worldwide  service  and  support. 

From  compact,  transportable  printers  to  rugged,  industrial 
workhorses,  we  have  what  you  need  to  print  perfect  bar 
codes.  For  product  literature,  call  800/816-9649, 
ext.  300  or  fax  319/395-9719.  To  speak  with  a  Datamax 
representative,  call  our  sales  office  at  612/946-0026. 

DATAMAX 

7500  Flying  Cloud  Drive-Suite  655 
Eden  Prairie,  MN  55344 
http://www.datamaxcorp.com 


Affordable  Corporate  Workstations, 

and  more ... 


Available  with  Windows  NT 
Award-Winning  Performance 

*>  Four-Star  Rating  Service  &  Support 
ISO-9001  Manufacturing  Facilities 

t>  Compatible  withi  all  Major  Platforms 


PC  WORLD 


pentium 


Pentiums  •  Pentium  Pros  ■  Notebooks 

Since  1981 ,  DTK  has  been  committed  to  providing  top- 
notch  computing  solutions  at  affordable  prices.  Not  only 
are  DTK's  systems  highly  rated,  they  are  reliable,  function- 
al, and  ideal  for  the  corporate  networking  environment. 


For  more  information,  please  call  800-289-2385. 

IS 


DTK  Computer  Inc. 

DISCOVER  THE  DIFFERENCE 


What  Could  Be  Better 

Tlian  Free  Long  Distance? 

Digiphone'"  Deluxe  is  voice  communications  software  that 
allows  you  to  talk  long  distance  for  free  over  the  Internet.  So 
what  could  be  better  than  that?  According  to  our  competitors, 
nothing.  But  to  us,  how  about  Voice  Encryption,  so  all  your 
calls  are  totally  private?  Or  Conference  Calling,  so  three  people 
can  talk  for  free  at  once?  Or  maybe  Netscape  Navigator'"  2.0 
bundled  in  the  box?  Digiphone  Deluxe  offers  this  and  more. 
So  while  the  competition  can't  do  much  better  than  free  long 
distance,  we  did. 
Digiphone  Deluxe. 

CALL  ANYWHERE. 
TALK  FOREVER. 
NEVER  PAY 
LONG  DISTANCE.  " 

Available  at:  Best  Buy, 
Computer  City,  Comp  USA, 
EggHead  and  other  major 
software  retailers. 
To  locate  the  retailer 
nearest  you  rail, 

1-800-950-3341 

For  a  tree  30  day  trial,  visit 
us  at  our  Internet  address, 
http://www.digiphone.com 


The  DTK  Logo  is  a  regi'.'eied  trademark  o(  DTK  Computer  Inc  Microsoft  is  ^  regislered  Irademark  and  Windows  NT  Logo  i'. 
Itademark  ol  Micfosofl  Corpofalion   The  Iniel  Inside  and  Pentium  Processor  Logos  aie  trademarks  ol  Intel  Corpor^'irjn 


The  Complete  Internet  Phone  System  I 

|f  Tliiicl  Pl.incI  Piihli'.liini;,  A  Suhs.di.iry  of  Cimelnt  C  ..r|)or.itlon  (NASDAQ  Syniljnl  CAML)^ 


most  y^idely 
analysis  solUl 


Interse  market  focus'"* 

suite  of  web  analysis  software  products  let 
you  mine  virtually  any  type  of  information  in 
any  level  of  detail  from  your  web  sites,  so  you 
can  more  effectively  market  your  company, 
products,  and  services  on  the  Internet.  :: 

For  your  free  evaluation  copy,  web  to 

WWW.  i  nt  erse.com 

Happy  analyzing.  . 


©  1996  Inlerse  Corporalion.  All  righls  reserved,  Interse  is  a  regislered  Iradcmark.  and  Interse  markel  focus  and  Ihe 
Interse  logo  are  Irademarks  ot  Inlerse  Corporatron  Our  altorney  gets  sa  happy  when  someone  reads  this  sluff 
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The  Technology  Guide  will  be  running  in 
two  more  issues  of 
Business  Week  in  1996. 

Technology  Guide       Business  Vlteek 

Issue  Date  Editorial  Report  issue 

September  23  hiternet/Electronic 
Commerce 

November  25  Small  Business  Technology 

Call  (800)  217-3071 
for  advertising  information. 


Now,  here  s  a  switch! 


On-Screen  Configurotion 
and  Activity  Reporting 
lets  you  view  turrent 
doto  on  direct  system 
connections. 


Nome  servers  anything 
you  wont,  for  a  more 
intuitive  sense  of  what's 
happening  where. 


Select  from  8  or  more 
systems  instantly  on-screen. 


The  actual 
switch  is  just  1-3/4" 
high,  so  it  can  be  neatly 
tucked  away  out  of  sight. 


'iilwdncing  the  jinl  aiui  only  ii  recn-hnn-d  coiuoiiratur  switch 
OutLook"',  from  Apex  PC  Solutions,  Im:  OutLook  gives  you 
instant  visual  feedback  on  attached 
u     systems  without  the  need  to  look  at 
boxes,  buttons,  or  blinking  lights. 
OutLook's  menu-driven  commands 
take  you  wherever  you  want  to  go, 
n  terms  that  make  sense  to  you,  not  someone  else's 
)re-def!ned  numbers.  See  tor  yourself. 
:all  Apex  today  at  1-800-861-5858 
>r  (206)402-9393.  rcdmoioyy 
ittp:/  /www. apexpc.com 

20031  142nd  Ave.  NE  •  Woodinville,  WA  98072  •  (206)  402-9393  APEX 
Fax:(206}  402-9494  •  e-mail  address:  info@pcsol.coni  h  soi  rruiN  , 


OviLook  is  a  liodemoik  of  AfMi  P(  Solulloi 


inade  in  ihe  U.S.&. 


Trouble  using 
files  &  disks  between 
Macs  and  PCs? 

Obviously,  you've  never  let 
a  DataViz  product  do  it  for  you. 


Conversions  Plus® 
for  Windows 


•  Use  Mac  disks  in  your  Windows  PC  (or  DOS  disks  in  your  Mac) 

•  Easily  convert  files  between  various  Mac  &  PC  Word  Processing, 
Spreadsheet,  Graphics  &  Database  formats  while  maintaining 
formatting  like  bold,  italic,  tables,  etc. 

•  Convert  in  either  direction  between  many  different  programs 

like  WordPerfect  &  Word  or  Lotus  &  MS  Works  (1 ,000's  of  combos!) 

Call  DataViz  novv'  for  more  info! 

800-270-0030 

DataViz,  Inc  55  Corporate  Dr ,  Trumbull,  CT  066 1  1  Tel  |203|  268-0030  Fax  (203|  268-4345 


Making  a 
computer 
that's  fit  to 
snuggle  with 
your  stereo  in 
the  living  room 
is  easier  said 
than  done 


THE  DAY 
OF  THE 
DESIGNER 

In  a  word,  PCs  are  just 
too  downright  ugly 

When  personal-computer  makers  look 
over  their-  shoulders  at  all  the  network 
computers,  smart  phones,  and 
videogame  machines  vying  to  become 
the  next  big  information  appliance,  they  may 
not  see  much  of  a  technical  threat.  But  when  it 
comes  to  industrial  design — creating  a  package 
that's  easy  on  the  eye.  soothing  to  the  touch,  and 
above  all,  simple  to  use — the  upstarts  can  teach 
the  computer  gang  a  thing  or  two. 

Take  the  new  Web  cmiser  from  startup  Diba 
Inc.  Half-moon-shaped  and  purple,  its  slender,  at- 
tractive lines  mean  it  can  sit  almost  out  of  sight 
on  top  of  a  TV.  All  the  controls,  including  the 
keyboard,  are  packed  into  a  snazzy,  oversize  re- 
mote. "If  these  new  devices  take  off,  the  de- 
sign ramifications  are  huge  for  PC:  makers,"  says 
Robert  Brunner,  once  Apple  Computer  Inc.'s 
top  desigTier  and  now  a  partner  at  Pentagram 
Design  Inc.,  which  designed  the  Diba  devices. 
The  simple  truth  is  that  the  good  old  putty- 


APPLE'S  JONATHAN  iVE 

"There  will  be  styling  wars  to  see  whose 
products  can  shout  the  loudest" 

colored  PC  that  looks  so  at  home  in  the  office  is 
an  eyesore  at  home.  Just  ask  Acer  America.  It 
was  a  no-show  in  home  PCs  before  it  hired 
ft-ogdesign  inc.  last  year  to  come  up  with  some- 
thing better.  The  answer  from  ft'og  was  the  As- 
pire, a  PC  viath  rounded  edges  and  shimmery 
charcoal-gray  or  emerald-green  colors.  These 
low-cost  crowd-pleasers  vaulted  Acer  to  No.  5  in 
U.  S.  home-PC  sales  in  less  than  six  months. 

But  PC  makers  who  want  to  head  off  the  new 
information-apphance  wannabes  know  their  re 
designs  must  go  beyond  a  surface  makeover. 
"There  will  be  styling  wars  to  see  whose  prod 
ucts  can  shout  the  loudest.  But  that's  not 
enough,"  says  Jonathan  Ive,  director  of  industrial 
design  at  Apple.  "We  have  to  be  way  more  ag- 
gressive than  in  the  past." 

That  means  rethinldng  the  PC.  Manufacturers 
are  working  on  models  that  fit  snugly  into  the 
entertainment  center  alongside  the  vcR.  Some  of 
these  will  featui'e  contoured  wireless  keyboards 
for  easy,  couch-based  surfing.  Other  suppliers 
are  concentrating  on  shrinking  today's  desktop 
clunkers  so  they'll  take  up  less  real  estate. 
BLINKING  LIGHTS.  Some  PCs  may  begin  to  look 
like  clones  of  the  consumer-electronics  gear  they 
hope  to  cohabit  with  in  the  living  room.  Laptop 
king  Toshiba  Corp.,  for  instance,  is  working  on 
new  desktop  models  with  a  stereolike  look — 
featuring  dark  colors,  blinking  lights,  and  a 
dozen  or  so  single-function  metalhc  buttons— 
that  can  be  used  to  play  a  CD,  watch  TV,  or  get 
phone  messages.  Sony  Corp.  will  unveil  models 
that  move  away  from  the  desktop  PC's  boxy  de- 
sign for  a  more  vertical,  stackable  look  that  will 
coordinate  with  future  Sony  products  such  as 
digital  video  disk  and  hard-drive  modules. 

Stealth,  an  upcoming  Aptiva  model  from  ibm,  is 
aimed  at  making  chunks  of  the  PC  disappear.  The 
parts  you  need  witliin  reach — keyboard,  on-off 
switch,  and  CD  and  floppy  drives — sit  between 
sleek  brackets  that  hold  up  a  speaker-equipped 
monitor  The  rest  of  the  machine  is  housed  in  a 
minitower  that  can  be  kept  out  of  sight.  Apple, 
meanwhile,  is  considering  everything  from  sleek 
new  desktop  designs  with  flat-panel  displays  to 
lugged  tablet-style  computers  for  kids. 

Flat-panel  displays,  still  prohibitively  expen- 
sive in  large  sizes,  may  someday  solve  the  PC's 
biggest  design  problem:  the  hulking  cathode- 
ray-tube  monitoi'.  "As  long  as  you  have  to  design 
around  this  big  glass  bottle,  I  don't  think  we'll 
see  anything  very  interesting,"  admits  IDEO 
Product  Development  President  David  Kelley. 

Maybe  so.  But  with  keener  competition  for 
the  home  mai-ket — both  from  the  new  consumer- 
electronics  rivals  and  from  style  conscious  sup- 
pliers such  as  Acer — PC  makers  are  finally  giving 
industrial  design  its  due.  "It's  a  thrilling  time  to 
be  a  designer,"  says  Apple's  Ive.  Perhaps  con- 
sumers will  soon  be  thrilled  to  see  a  PC  in  the 
living  room. 

By  Peter  Burrows  in  San  Mateo,  Calif.,  with 
bureau  reports 
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Experience  The  Vehicle  We  Engineered  For  Cyberspace. 
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The  Relentless  Pmmt  Offirfectim. 


ou,r  Sales.  U.S.A..  Inc.  Uyu.  remind,  you  to  wear  seatb.lts  and  obey  all  V^r^^ASTIZ^^^So^vSSfg^^ST 


An  AS/400®  Advanced  Series  Solution 


is  24-hour,  I 
365  days  a  yeai 
availability  I 

Behind  on  the  Interne! 

Jason  Wallace  s  success 
in  expanding 

Pacific  Brokerage 


AS/400  turned  what's 
cyber-entertainment  to  most 
people  into  a  profitable 
increase  in  new  accounts. 


id  the  power  to  serve  new  customers 
they've  never  actually  seen. 


U  hen  Jason  \\(tU(u  t\  Senior  I  ice  I'lvsideni 
of  Pdcifir  Brolccniiic  Services.  Inc..  decided 
to  tdke  the  hull  hy  the  horns  (ind  put  his 
company  onto  the  Internet,  he  didn't  re(dize 
lunv  big  that  step  would  he. 

By  offering  online  transactions  and 
21 -hour  access  to  critical  niarhet  (jiiotes. 
Pacific  has  seen  a  2()'''ii  increase  in  new 
accounts  compared  lo  pre-lnternet  days. 

U  hen  .lason  looked  at  a  niunher  of 
Internet  servers  on  the  nuui.et.  he  realized 
that  AS/ 100  u  as  (ux  ideal  Web  server 
It  's  scalable,  has  processing  speed,  and  is 
virtually  maintenance-free.  "It  only  took 
us  one  and  a  ludf  hours  to  inst<dl  l/^KT 
softn  are  (uul  nc  a  ere  up  (uid  running  on 
the  \et.  Ind  ive  never  have  to  a orry  about 
running  out  of  storage  space.  " 

To  find  out  more  about  hoiv  AS/ 100 
c(m  help  your  companv  take  advantage  of 
the  business  opportunities  on  the  Internet, 
visit  our  home  page  at  n  niv.(ts  I00.ibm.coii} 
or  call  I HOO  lliM'2U>r>.  ext.  I\  \  lllO. 
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Special  Report 


Researchers 
are  hiding 
computers  in 
gest 

/the 
heel  of  a  Nike 
sneaker 


MAKING 
COMPUTERS 
DISAPPEAR 

Why  should  you 
have  to  see  them? 


Ted  Selker's  enthusiasm  is  clear 
even  over  the  coast-to-coast 
videoconference.  Selker — a  re- 
search fellow  at  IBM's  Almaden 
(Calif.)  lab — is  showing  off  some  of 
the  ideas  that  IBM  has  for  21st-century 
inforanation  appliances.  A  1.4-pound,  4-by-7-by-l- 
inch  computer  is  strapped  to  liis  waist.  Imagine, 
he  says,  you're  inspecting  a  chemical  plant  or  a 
Boeing  747  and  need  your  hands  ft-ee  but  also 
need  to  look  at  a  schematic  diagi'am.  He  flips 
open  the  unit,  displaying  a  tiny  keyboard 
and  screen.  Ne.xt,  Selker  reaches  into  his 
pocket  and  pulls  out  a  wallet.  Sewn  into 
one  side  is  a  pager.  In  another  part  of  the 
wallet  is  a  scanner  and  even  a  tiny  key- 
board. Add  a  3-ounce  battery  pack  and  it's  a 
cellular  phone,  too. 

At  Almaden  and  at  industry  and  universi- 
ty labs  around  the  world,  researchers  are  on 
a  quest  for  the  ideal  information  appliance. 
Their  objective  is  simple  yet  fnistratingly 
elusive:  new  types  of  computers  that  do  their 
jobs  so  unobtnisively  that  they  almost  dis- 
appear. "The  best  computer  interface  is  my 
car's  antilock  braking  system,"  says  Randy  F. 
Pausch,  associate  professor  of  computer  science 
at  the  University  of  Virginia,  "I  jam  on  the 
pedal  and  a  computer  makes  thousands  of  com- 
plex decisions  for  me  and  saves  my  life." 

Making  computers  that  "transparent"  and  as 
effortless  to  use  as,  say,  the  telephone,  has  been 
the  goal  of  computer  scientists  since  the  1960s. 
Now,  researchers  have  an  astonishing  range  of 
prototypes  that  are  approaching  that  ideal — 
S  and  are  taking  computers  far  from  the  key- 
S  board-and-mouse  machines  we  know  now.  They 
g  include  computers  to  wear,  computers  built  into 
g  desks  or  walls,  computers  that  take  you  into 
g  3-D  worlds,  and  those  that  can  understand 
s  what  you  say  and  interpret  your  ges 
§  tures.  "We  now  have  the  computing 
5  power  to  adapt  computers  to  what  we 


MAKE  YOUR  SMALL  AD 
BUDGET  WORK  LIKE 
A  MILLION 

By  reaching 
millions  of 
your  best 


buying 
prospects. 

The  Business  Week 
Technology  Guide. 


Small  and  growing  technology  companies  are  praising  the  Business  Week  Technology  Guide.  Why?  It  extends  their 
messages  to  more  than  six  million  business  professionals,  including  hard-to-reach  senior  management,  where  critical 
final  buying  decisions  are  made.  And  it  does  this  at  a  sutprisingly  affordable  cost. 

In  the  Technology  Guide,  you'll  profit  from  inquiries  through: 

•  your  800  number 

•  a  reader  service  card 

•  a  fax-on-demand  semce 

One  recent  ad  from  the  Technology  Guide  generated  240  inquiries  through  the  card  alone.  No  wonder  60%  of 
the  ads  in  the  Technology  Guide  are  from  repeat  advertisers. 

No  ad?  No  problem!  Just  give  us  your  logo  and  hterature  and  we'll  create  an  ad  for  you. ..free. 

You  can't  afford  not  to  advertise  in  the  Business  Week  Technology  Guide.  For  more  information,  call  (800)  2 17-.i071 
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The 
biggest  news 

in  copiers 
and  printers 

since  the 
invention  of 
copiers  and 
printers. 

i  Slljit; 

^  J  ibes 

Oce  IS  proud  to  announce  that  Siemens      printing  and  plotting  technologies. 

Nixdorf  Printing  has  joined  our  family.  And  with  our  combined  experience  and  eng  "^"fa 

As  the  market  leader  in  high-volume,  digital      neering  skills,  the  new  Oce  is  poised  to  lead  thj^,.yj' 

printing  systems,  Siemens  Nixdorf  Printing  represents      digital  future  of  reprographics. 

the  perfect  addition  to  the  Oce  Group.   .  So  watch  for  the  name  Oce.  T  "j 

Together,  we'll  offer  one  of  the  world's      /  Because  today's  big  news  is  just  the  start  'a 

most  advanced  lines  of  digital  copying,     oce      some  truly  big  ideas. 


ei 
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Oce  and  Siemens  Nixdorf  Printing.  The  new  global  force  in  printing 


i,  not  the  other  way  around,"  says  Dan  R. 
m,  director  of  the  Human-Computer  Inter- 
m  Institute  at  Carnegie  Mellon  University, 
erhaps  the  best  way  to  make  computers  us- 

by  just  about  anyone  is  to  get  them  to 
municate  the  way  people  do — by  talking  and 
ning.  "Speech  is  the  most  natural  of  all  the 
nsions  we  have,"  says  Michael  Dertouzos,  di- 
or  of  the  Lab  for  Computer  Science  at  Mass- 
isetts  Institute  of  Technology.  Computer- 
srated  speech  is  now  commonplace.  But 
ing  computers  to  recognize  spoken  words 
act  on  them  has  proved  fiendishly  difficult. 
Dhis  point,  the  most  advanced  systems  are 
1  enough  to  use  in  situations  where  only  a 
ted  vocabulary  is  needed.  But  that  could 
ce  for  systems  to  let  you  ask  a  computer  to 
i  your  airline  reservation  or  retrieve  a 
ther  report,  says  Victor  W.  Zue,  head  of 
3  Spoken  Language  Systems  Group. 
;  would  help,  too,  if  computers  could  respond 
estures.  Shake  your  head,  say,  and  your  PC 
Id  back  off  from  deleting  that  file  you've 

clicked  on.  Researchers  at  Japan's  Sony 
3.  have  progi'ammed  a  computer  to  recognize 
,  through  a  simulated  face,  return  their 
es.  At  this  point,  Sony  has  no  plans  to  com- 
cialize  the  technology,  and  at  at&t,  re- 
chers  reckon  gesture  recognition  is  still  5  to 
ears  away  from  being  useful. 


formation — the  computers  could  perhaps  swap 
electronic  business  cards  and  check  calendars 
for  a  future  meeting  date.  Modified  eyeglasses 
and  wristwatches  might  display  the  data. 

Best  dressed  for  the  Digital  Age,  it  seems,  is 
Media  Lab's  Steve  Mann,  a  researcher  whose 
waking  life  is  almost  entirely  mediated  by  com- 
puter. His  e.xperimental  "wearcam"  headgear 
includes  earphones,  a  video  camera,  and  a  tiny 
screen  that  shows  Uve  video  and  computer  data. 
Everything  is  connected  to  a  computer  on  his 
vest  that's  linked  by  wireless  modem  to  the 
World  Wide  Web.  Mann's  purpose  is  to  explore 
how  being  at  one  with  a  computer  and  the  Net 
can  extend  one's  senses. 

CLUTTER  COP.  The  ultimate  in  digital  disappear- 
ing acts  may  be  what  computer  scientists  are 
calling  ubiquitous  computing.  In  this  scenario, 
computer  sensors  are  embedded  in  furniture 
and  office  walls.  They  would  constantly  feed  in- 
foiTnation  to  the  Net,  to  track  where  a  worker  is 
so  phone  calls  could  be  rerouted,  say.  At  Media 
Lab,  researchers  have  built  a  table  that  detects 
the  position  of  your  hands  in  the  air  above  it. 
This  "table  mouse"  is  handy  for  moving  objects 
on  a  computer  screen. 

Another  effort  is  under  way  at  Xerox,  where 
researchers  have  designed  a  desk  that  reads 
over  youi"  shoulder,  using  cameras  on  the  ceiling. 
The  system  can  be  used  to  automatically  trans- 
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SPEECH  RECO'GNf- 
TfON  After  20  years 
of  trying,  IBM  and 
Carnegie  Mellon  are 
closing  in  on  the 
technology  that  will 
let  computers 
respond  to  ordinary 
speech. 

3-0  GRAPHICS 

This  technology  can 
cram  more  informa- 
tion onto  a  screen 


and,  with  animation, 
make  it  more  com- 
pelling. Walt  Disney, 
MIT,  and  the  Univer- 
sity of  Virginia  are 
among  the  leaders. 

WEARABLE  COm- 
PUTERS  These  wire- 
less gizmos  would 
exchange  electronic 
business  cards  or  let 
you  Web-surf  while 
you  walk  the  dog. 


NEC,  MIT,  and 
Carnegie  Mellon  are 
working  on  them. 

UBIQUlTOyS 
COmPmim  Com- 
puters and  sensors 
built  into  desks  and 
walls  could  read  your 
handwriting  and  keep 
track  of  papers  on 
your  desk.  Xerox  and 
Olivetti  are  at  the 
forefront. 


nothei'  major  avenue  of  research  is  ci'eating 
los  that  accompany  us  wherever  we  go.  Fu- 
mobile  computers  might  use  so-caUed  heads- 
hsplays  that  seem  to  project  see-through 
jes  over  whatever  you're  looking  at.  Out  on 
ke,  for  example,  you  might  see  a  digital 
superimposed  onto  the  actual  landscape  it 
ribes.  Xerox  Corp.  envisions  such  "aug- 
ted  reality"  helping  its  repair  people:  Dia- 
ls of  a  copier's  electrical  wiring  would  seem 
Dpear  on  the  copier's  surface. 
1  MATES.  At  MIT's  Media  Lab,  where  corpo- 
sponsors  fund  prototypes  of  new  digital 
nologies,  computers  are  appearing  in  wildly 
^ely  places.  As  part  of  a  project  called 
gs  That  Think,  researchers  have  em.bedded 
mputer  in  a  Nike  Inc.  sneaker.  Using  a 
)electric  polymei'  to  generate  power  fi'om 
movement,  a  computer  in  the  heel  might  act 
sort  of  personal  secretary.  When  two  people 
e  hands,  for  instance,  the  skin-to-skin  eon- 
would  be  detected  by  sensors  in  each  per- 
shoe.  That  would  trigger  an  exchange  of  in- 


fer documents  to  the  Net  and  organize  them. 

This  is  just  the  sort  of  thing  that  might  help 
Carnegie  Mellon's  Olsen  realize  what  he  says 
is  his  ideal  information  appliance:  a  system  to 
help  him  find  things  in  the  clutter  of  Ms  office.  A 
high-resolution  camera,  he  speculates,  could 
watch  all  documents  moving  across  his  desk, 
read  what  it  could  of  their  visible  text,  and  re- 
member where  each  one  eventually  lands.  Weeks 
later,  Olsen  could  ask  the  macliine — perhaps  out 
loud — to  locate  that  May,  1989,  magazine  he 
needed.  In  a  flash,  a  laser  on  the  ceiling  would 
point  to  the  right  spot  in  the  right  pile.  "When  I 
needed  it,  it  would  help  me,"  he  says. 

An  abundance  of  cheap  computing  power  and 
human  imagination  are  fueling  an  explosion  in 
new  digital  species.  Which  of  these  myriad  cre- 
ations will  make  it  from  laboratory  to  market 
and  then  into  people's  fives?  Nobody  can  say. 
But  somewhere  in  this  evolutionary  stew  may  lie 
the  perfect  information  appHance. 

By  John  W.  Verity  in  New  York  and  Paul  C. 
Judge  in  Cambridge,  Mass. 


Computers 
embedded  in 
furniture  and 

office  walls 

would  track 
down  a  worker 
to  reroute  his 

phone  call 
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magine  three  and  a  half  billion  hearts 

pounding  as  one. 


Beginning  July  19,  the  world  will  be 
transfixed  by  a  single  event  --the  1996  Olympic 
Games.  And  thanks  to  Panasonic  Digital 
Broadcast  Video  Technology,  an  estimated  3.5 
billion  people,  the  greatest  television  audience 
in  history,  will  witness  the  drama  of  the  games. 

From  Athens  to  Zurich,  the  Arctic  to 
Zanzibar,  every  place  on  earth  will  be  able  to 
encounter  the  dazzling  video  images  and 
astounding  audio  captured  by  Panasonic  Digital 
Teclinology. 

For  those  in  Atlanta,  Panasonic  will  change 
the  way  people  experience  the  games  while  they 
are  at  the  games.  Huge  Astrovision  Screens 
placed  in  the  Olympic  Stadium  and  in  other 
locations  in  Atlanta  will  take  the  energy  and 
excitement  of  these  live  events  and  make  them 
bigger  than  life. 

During  the  1996  Olympic  Games  in  Atlanta, 
all  that  will  separate  nations  will  be  fractions  of 
an  inch  and  hundredths  of  a  second. 
And  throughout  the  world,  people 
will  be  joined  together  by  the 

  Olympic  spirit  and  the  video 

teclinology  from  one  company. 
Panasonic.  We  re  more  than  a 
Atlanta  1996    sponsor.  We're  part  of  the  team. 


Matsushita  Electric 

Panasonic  Tecluiics  ciua^ar 


Government 


COIVIIVIENTARY 

By  Paul  Magnusson 

GIVE  MEDICARE  A  SHOT  OF  MANAGED  CARE 


Doctors  turn  away  elderly  pa- 
tients. Ailing  seniors  can't  afford 
costly  surgery.  Children  are 
banki'upted  by  their  aged  parents' 
mounting  hospital  bills.  All  because 
the  Medicare  fund  that  provides 
health  coverage  for  37  million  Ameri- 
cans runs  out  of  money. 

To  listen  to  the  politicians  talk,  that 
ghastly  prospect  is  imminent.  The  lat- 
est report  ft-om  the  Medicare  tnistees 
shows  that  the  federal  goveniment's 
hospitalization  tmst  fund  is  headed 
for  bankruptcy  in  2001. 


HOW  TO  FIX  MEDICARE 


ment  blank  check  for  increasing  num- 
bers of  boomer  retirees  while  accept- 
ing more  restrictive  managed-care 
plans  for  their  own  care.  By  2020,  the 
Medicare  payi'oll  tax  will  have  to 
jump  44%  just  to  sustain  the  cun'ent 
system,  according  to  the  Congression- 
al Budget  Office. 

A  solution  is  available  in  the  fomi 
of  managed  care,  which  now  accounts 
for  70%  of  employer-provided  health 
coverage.  In  the  private  sector,  man- 
aged care  has  cut  medical  inflation: 
Hospital  costs  rose  just  3.B%  in  1994, 


tured  payment  system  to  cover  it,  we 
won't  be  able  to  get  Medicare  costs 
down,"  warns  Stuart  Altman,  a  Bran- 
deis  University  health  economist. 

The  answer  lies,  simply,  in  getting 
more  of  the  elderly  to  switch.  To  do 
that,  regulators  will  have  to  assure 
that  the  quaUty  of  care  will  be  pro- 
tected. Here,  states  have  ah'eady  led 
the  way.  More  than  30  have  limited 
the  power  of  hmos  to  deny  private- 
sector  care.  Vii'ginia,  for  example,  re- 
quires HMOs  to  pay  for  emei'gency 
room  visits  if  a  "pnident"  layman 


MANAGE  CARE 

To  put  a  lid  on  costs,  Medicare 
beneficiaries  ought  to  be  put  into 
HIVlOs  and  other  managed-care 
programs,  which  now  handle  70% 
of  the  workers 
covered  by 
employer- 
provided 
health 
insurance. 


HMO 


INSTALL  SAFE- 
GUARDS Managed 
care  should 
be  carefully 
regulated  so 
that  cost 
savings  don't 
result  from 
inappropriate 
denial  of  care 
The  model  should  be  states  such 
as  Maryland  and  California  that 
have  encouraged  managed  care 
while  prohibiting  measures  that 
shortchange  patients. 


REVAMP  PAYMENT  SYSTEMS 

A  new  payment  system  is  needed 
that  would  motivate  managed-care 
groups  to  cut  costs  for  everyone. 
Currently,  Medicare  pays  the 
groups  the 
same  high  rate 
it  pays  tradi- 
tional insurers, 
encouraging 
them  to  simply  ! 
sign  up  the 
healthiest 
patients  and  reap 
windfall  profits. 


The  reality  is  somewhat  less  scaiy. 
Medicare  is  always  going  broke — on 
paper  Since  1970,  the  tioist  fimd  has 
faced  insolvency  nine  times  before 
Congi-ess  legislated  short-tei-m  finan- 
cial fLxes.  Another  reprieve  is  ah-eady 
in  the  works.  But  the  larger-  issue  is 
being  lost  in  the  election-year  bank- 
ruptcy babble.  Far  more  important 
than  the  short-run  crisis  is  the  need 
over  the  long  haul  to  control 
Medicare's  runaway  costs — now  aver- 
aging $4,600  annually  per  recipient — 
and  improve  its  delivery  of  sei"vices. 
TAX  TROUBLE.  As  baby  boomers  ap- 
proach retirement  ancl  as  people  live 
longer.  Medicare  costs  are  projected 
to  keep  gi'owing  by  10%.  yearly,  well 
above  the  4%  industry  I'ate.  Without 
major  refonn,  the  program  will  re- 
quii'e  ever-lai'ger  tax  increases,  fiu- 
ther  destroying  its  political  support. 
Eventually,  Generation  X'ers  will 
rebel  at  having  to  finance  a  govern- 


down  from  10%  in  recent  years.  How? 
Where  Medicare  keeps  adding  bene- 
fits, vrith  no  disincentive  for  patients 
to  seek  unnecessaiy  care,  health- 
maintenance  organizations  restrain 
costs  by  emphasizing  prevention  and 
coordinating  treatment. 

HMOS  are,  in  fact,  seeing  dramatic 
Medicare  em-ollment  gTOwth  in  some 
regions.  But  they  still  account  for  just 
8%  of  the  total  elderly  population — 
and  even  where  seniors  have 
switched,  cost  reductions  typically 
haven't  followed.  That's  because  HMDs 
tend  to  attract  the  youngest  and 
healthiest  seniors,  folks  who  aren't 
much  wonied  about  having  to  switch 
doctors.  HMOS,  which  get  95%  of  the 
cost  of  covering  the  average  Medicare 
fee-for-service  patient,  can  make  huge 
profits  on  this  crowd.  But  they  leave 
Medicare  saddled  vrith  the  sickest, 
costliest  patients.  "Without  more 
managed  care,  and  without  a  resti-uc- 


would  consider  a  medical 
problem  an  emergency. 
More  important,  seniors  who  want  to 
remain  in  traditional  fee-for-service 
care  should  have  to  pay  higher  co- 
payments  and  deductibles.  This  would 
ease  Medicare's  short-temi  financial 
problems  while  inci'easing  the  lui'e  of 
managed-care  gi'oups,  which  tyjoically 
require  less  cost-sharing  by  patients. 

Health  &  Human  Sei-vices  Secre- 
tary Donna  E.  Shalala  wonies  that 
the  dated  Medicare  .system  is  deliver- 
ing "a  Chevrolet  at  Cadillac  cost." 
She's  right.  A  properly  regulated  sys- 
tem of  managed  care  offering  a  wide 
choice  of  options  to  the  elderly  is  the 
best  way  to  conti'ol  costs  and  ensm^e 
quality.  Neither  political  party  will 
gain  if  this  end  slips  away  amid  parti- 
san bickering.  I 


Magnusson  covers  health  -policy  in 
Washington. 


The  Merrill  Lynch  Planning  Difference 


Looking  for  ways  to  strengthen  your  business? 
Think  of  us  as  your  personal  trainer. 


Call  for  your  free  guidebook:  Sound  Business 
Planning  For  Today  And  Tomorrow. 

At  Merrill  Lynch,  we  offer  a  comprehensive  range 
of  business  Financial  services,  including  a  focus  on  the 
needs  of  women  business  owners. 

To  help  you  improve  your  financial  fitness,  our 
new  free  guide  can  help  you  discover  how  to: 

•  make  the  most  of  your  credit  options 

•  improve  your  business  through  planning 

•  achieve  your  capital  needs 

•  use  business  insurance  to  your  best  advantage 
and  more. 

And  with  our  Business  Financial  Planner','"  a 
Merrill  Lynch  Financial  Consultant  will  work  with  you 
one-on-one,  like  your  own  personal  trainer,  to  provide 
an  in-depth  analysis  and  outlook  for  your  company 
and  help  you  implement  401(k),  cash  management 
and  succession  planning  strategies.  They  can  also  pro- 
vide you  with  access  to  Merrill  Lynch  specialists  repre- 
senting the  spectrum  ol  financial  disciplines.  Contact 
a  Merrill  Lynch  Financial  Consultant,  or  call  now  for 
your  free  handbook  for  women  business  owners. 


1-800-MERRILL,  ext.  1404 
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Visit  us  on  the  Internet  at  http://www.ml.com 
Hearing-impaired  readers  can  call  1-800-765-4833  TTY. 
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How  Will  The  Launch  Ci 
Mid-range  Computing?  Let's  Jui 


The  Compaq  ProLiant  3000  has  arrived. 
And  it's  jjointj  to  change  everything  that  lies 
in  its  path.  Incluchna  how  vou  think  about 
mid-ranoe  coniputina. 


all  your  network  ser\er.s,  it  saves  you  a  lot 
more  than  just  shoe  leather. 

Maintaining  your  network  is  easier  now, 
too.  Thanks  to  some  cool  new  features  on 


The  ProLiant  5000,  with  its  Pentium'  Pro         Compaq  Insight  Manager,  you  can  aet 


technology,  delivers  unprecedented  perfor- 
mance tor  mid-range  solutions. 

But  that's  just  the  Hrst 
half  oi  the  story. 

In  todav's  client/server 
env  ironment,  vou  need 
more  than  povwr  —  vou  need  control.  So 
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A  lot  oj  companies  claim  to  ojjer  the  lowest  cost  of 
ownership.  But  lu'  hate  the  benchmarks  to  prove  it' 


updates  and  new  software  revisions  via  the 
Internet,  your  nnjdem  or  CD.  And  then 
transfer  them  to  the 
Integration  Ser\er  just 
one  time.  You  can  even 
maintain  vour  network 


when  v'ou're  awav  from  the  office.  All  ■you 
we've  combinetl  Pentium  Pro  technolog\  \\  ith        need  is  your  notebook  and  a  phone  line. 


a  concept  we're  calling  Integration  Manage- 
ment. Giving  vou  new  tools  to  manage  vour 
system  throughout  its  entire  life  cvcle. 


We've  also  partnered  with  the  industry- 
leading  companies  of  system  management 
applications.  So  now  you  can  view  your  entire 


Impnnements  to  SmartStart  ncnv  let  you  network  in  one  place.  Together,  these  and  other 
set  up  an  Integration  Ser\er,  which  basicallv  improwments  have  helped  reshape  the  land- 
serves  as  a  holding  tank  for  all  your  software.  scape  of  mid-range  computing,  by  creating 
It  also  simplifies  the  setu|5  and  maintenance  the  most  manageable  server  in  the  industrv. 
of  vour  network.  .All  vou  ha\e  to  do  is  contig-  To  find  out  more  about  the  ProLiant  5000, 


ure  \our  Integration  Ser\er  and  then,  using 
SmartStart,  deplov  it  across  vour  entire  net- 


■isit  our  Web  site  at  www.compaq.com, 
)r  call  us  at  1-800-315-7772.  It's  not  just 


vsork.  It  not  only  ensures  consistency  aci'(.)ss         a  server.  It's  a  force  to  be  reckoned  with. 
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PENTIUM  PRO 


E  ProLiant  5000  Affect 
■  Its  Code  Name  Was  "Hurricane." 


COMPAa 

Has  It   Changed  Your   Life  Yet? 


The  1997  LeSabre. 
Feeling  safe... Being  secure. 

Whether  they're  driving  to  family  reunions  or  going  on  family  vacations,  more  American  families  are  relying 
on  the  safety,  reliability,  and  comfort  of  Buick  LeSabre.  A  full-size  car  that's  full  of  standard  features  — 
dual  air  bags,  anti-lock  brakes,  seating  for  six,  and  an  award-winning  3800  Series  11  engine.  Features  many 
other  cars  offer  only  as  options.  But  when  it  comes  to  a  family's  security,  some  things  should  never 
be  an  option.  That's  the  peace  of  mind  of  Buick  LeSabre.  America's  most  trusted  full-size  car. 
Visit  our  Web  site  at  http://www.buick.com  or  call  1-800-4A-BU1CK. 

Peace 

LeSabre 


GM 


'^t  il9*Hi  (iM  (  (irp  All  ritjiits  reserved  LeS.ibre  is  ,i  rei»istered  tr.ideniark  oi  (iM  Corp  Buckle  up.  Anierii 


USA 


egal  Affairs 


:URITIES  LAW 


YE,  FRAUD  SUITS. 
lELLO,  FRAUD  SUITS 

N  federal  legislation  isn't  stopping  class  actions 


|he  legislation  was  supposed  to  put 
an  end,  once  and  for  all,  to  the 
plague  of  shareholder  lawsuits  pes- 
teiing  American  companies.  Where 
plaintiffs'  attorneys  would  fire  off 
rities  fraud  nuisance  suits  just  days 
'  companies  suffered  large  stock- 
;  drops,  now  reason  would  prevail, 
act,  the  medicine  contained  in  the 
rities  Litigation  Refomi  Act  of  1995 
supposedly  so  thi'eatening  to  stock- 
d  lawsuits  that  President  Clinton 
ed  the  bill  in  December,  fearing  it 
1  hinder  even  valid  cases.  But  Con- 
s  handed  CUnton  his  first  ovenide 
rewarded  the  high-tech  companies, 
rities  fiiTns,  and  accountants  that  had 
ted  millions  to  see  the  law  passed, 
ow  that  the  statute  is  in  effect,  ex- 
ives  no  longer  have  to  wony  about 
rities  fraud  class  actions,  right? 
ng.  That's  not  the 
,  In  the  six  months 
!  passage  of  the  re- 
1,  the  number  of 
eholder  ft-aud  cas- 
;  down  little  if  at 
lay  securities  attor- 
1.  At  least  35  com- 
es have  been  hit 
fedei'al  com!  suits, 
Stanford  Univer- 
Law  School  Pro- 
Joseph  A. 


could  ultimately  be  defeated.  But  al- 
ready it  is  clear  that  the  law  has  not 
forced  plaintiffs'  lawyers  to  abandon 
their  cash  cow.  They're  testing  the  lim- 
its of  the  new  statute  and  enjoying 
some  surprising  ear- 
ly success. 

The  case  of  Touch- 
stone Software  Corp. 
shows  just  how  lu- 
crative bringing  se- 
cmities  suits  can  still 
be.  Plaintiffs'  attor- 
neys filed  a  case  on 
Jan.  26  against 
Touchstone  of  Hunt- 
ington Beach,  Calif., 
for  misleading  in- 
vestors. Touchstone's 
lawyers  got  prelimi- 
nary indications  that 


THE  NEW  LAW:  NOT  MUCH  RELIEF  YET 

Here's  how  the  player's  are  doing  since  reform 
went  into  effect  in  December 


n- 

idfest.  Targets  in- 
i  Silicon  Graphics, 
fialon.  SyQuest 
mology,  ValuJet 
nes,  and  AnnTay- 
tores.  And  to  side- 

the  statute,  plain- 
attorneys  have 

dozens  more  com- 
es in  state  courts. 

foiTner  Seciu-ities 

xchange  Commissioner  Gnandfest: 
1  not  cleai'  that  the  coiporations  that 
ed  relief  ft-orn  this  litigation  have 

won  [what]  they  were  looking  for" 
ue,  it's  still  early  to  judge  fully  the 

impact.  Courts  are  only  beginning 
3ply  the  statute,  and  many  suits 


TECHNOLOGY  COMPANIES  With  plaintiffs'  lawyers 
cranking  out  a  steady  stream  of  fraud  cases,  the  law 
hasn't  yet  cut  the  companies'  expenses. 

INVESTORS  While  the  law  provides  a  "safe  harbor" 
for  giving  the  public  information  about  future  earn- 
ings and  new  products,  most  companies  are  still 
tight-lipped. 

PLAINTIFFS'  LAWYERS  Bloodied  but  unbowed, 
they're  filing  suits  in  state  courts  to  sidestep  the 
federal  law  and  sponsoring  a  ballot  initiative  in  Cali- 
fornia to  make  the  state  a  mecca  for  securities  fraud 
suits. 

ACCOUNTANTS  Could  be  winners.  So  far,  the  num- 
ber of  suits  naming  auditors  has  declined. 


DATA:  BUSINESS  WEEK 

the  judge  considered  the  case  against  it 
to  be  weak  and  was  leaning  toward 
dismissal. 

But  the  company  was  unsettled 
enough  that  it  nonetheless  agreed  in 
May — without  admitting  gaiilt — to  a  set- 
tlement of  $1.3  million  in  cash  and  stock. 


Touchstone  attorney  Tower  C.  Snow  Jr 
of  Brobeck,  Phlegei-  &  Harrison  says 
the  settlement  cost  less  than  fighting 
woulfl  have.  And  the  final  sum  was  only 
a  ft-action  of  the  liability  the  company 
could  have  faced  had  the  case  gone  to 
trial.  Meanwhile,  plaintiffs'  lawyers  in 
the  case  will  probably  get  fi-om  $325,000 
to  $390,000,  a  handsome  payoff  for  an 
apparently  long-shot  lawsuit. 
LOOKING  FOR  DIRT.  Plaintiffs'  lawyers 
are  also  winning  some  skirmishes  in 
court.  Last  month,  Chantal  Pharmaceu- 
tical Corp.  tried  to  use  the  new  statute 
to  dismiss  a  secmities  fi-aud  suit  alleging 
that  Chief  Executive  Chantal  Burnison 
withheld  damaging  information  fi'om  in- 
vestors. But  in  the  fu'st  major  i-uhng  in- 
terpi'eting  the  new  law,  a  federal  judge 
refused  to  toss  out 
the  case,  holding  that 
plaintiffs  had  raised 
serious  issues.  Be- 
cause the  suit  was 
filed  less  than  a 
month  after  the  com- 
pany stock  nose- 
dived, dropping  by 
62%,  Chantal  attor- 
ney William  B. 
Campbell  believed 
the  law  would  offer 
his  client  more  pro- 
tection. "This  is 
really  the  type  of 
case  the  reform  was 
aimed  at.  All  of 
the  earmarks  of 
filing  fu'st  and  asking 
questions  later  are 
here,"  says  Campbell. 
Opponent  Alan 
Schulman  responds  that  the  suit  is  valid. 

To  adapt  to  the  new  landscape,  plain- 
tiffs' attorneys  are  deploying  a  variety 
of  strategies.  Now  that  they  are  re- 
quired to  provide  more  detail  about  an 
alleged  fraud  to  get  a  judge  to  even 
hear  a  case,  plaintiffs'  lawyers  are  doing 
a  bit  more  up-front  work.  For  exam- 
ple, they  are  shelling  out  thousands  of 
dollars  for  private  detectives  to  dig  up 
dirt  about  companies  before  filing  initial 
court  papers,  a  step  that  used  to  be  de- 
layed until  later  in  litigation.  In  partic- 
ular, they  are  sniffing  out  insider  trading 
and  improper  accounting,  since  judges 
are  less  likely  to  toss  such  cases. 

Plaintiffs'  attorneys  also  are  waging 
then-  battles  in  state  courts.  More  than 
20  secmities  fraud  cases  have  been  filed 
in  California  alone,  a  fivefold  increase 
fi'om  previous  years,  according  to  Snow. 
It's  a  risky  strategy,  even  though  it 
avoids  many  teclinical  I'estrictions  in  the 
federal  statute.  Because  relatively  few 


V 

BURNISON:  A 

suit  alleging  she 
misled  Chantal 
investors  is 
going  forward 


The  way  you  think  is  not  Hmited  by 
your  annual  bilHngs,  or  the  number  of 
people  you  employ.  Nor  should  it  be.  If 
you  run  a  department  or  a  busi- 
ness, you  no  doubt  have 
ideas  about  how  to  make 
it  more  successful,  yet  most 
likely  are  facing  pressures  big- 
ger companies  aren't. 

Meet  Lotus  SmartSuite. 
SmartSuite  is  all  the  software 
your  business  needs  to  stay  out 
in  front  of  your  competition.  And 
it's  so  easy  to  learn  that  you  and 
everyone  on  your 
team  will  be  able 
to  use  it  in  no  time 


should  begin  to  feel 
All  the  the  pressure  beginning  to 

software  subside.) 
a  business  SmartSuite  gives  you 

needs.  six  powerful  desktop  soft- 

ware applications,  as  opposed  to  the 
mere  four  that  other  software  suites  give 
you.  Included  are  word  processing, 
spreadsheets,  database  management, 
graphics,  calendaring  and  scheduling  and 
a  multimedia  tool.  SmartSuite  also  allows 
you  access  to  the  Internet. 


rhe  fac 


Dompany 


hat  my 
is  smaller 


The  results?  Well,  you  can  work 
faster  and  more  efficiently.  Plus,  because 
the  applications  in  SmartSuite 
are  completely  integrated,  your 
people  are  actually  working  together 
better.  Nice,  huh.''  They'll  be  creating 
professional  correspondence,  financial 
statements,  graphic  sales  presentations, 
tracking  inventory,  organizing  daily 

schedules 
and  meet- 
ings and 
publishing 
documents 
directly  to  the  World  Wide  Web. 

All  of  this  for  as  little  as  $149.=^- 
Versions  of  Lotus  SmartSuite  are  avail- 
able for  Windows"  95,  Windows  3.1 
and  OS/2  and  SmartSuite  is  now 
included  with  Aptiva,  ThinkPad  and 
most  IBM'  PCs,  as  well  as  select  Acer,® 
AST"  and  Epson'  PCs. 

There's  a  lot  more  to  tell,  but  it's 
easier  to  just  start  using  it  and  see  for 
yourself.  For  your  free  Lotus  Gallery  CD 
complete  with  a  45  day  trial  version  of 
SmartSuite,  call  1-800-TRADE-UP,  ext. 
B869,  or  visit  us  on 
the  World  Wide  Web 
at  www.lotus.com.       Workina  Together' 


Lotus. 


IP<iU 


call  1-800-GO-LOTUS.  'Upgrade  from  any  Lotus  or  competitive  '.oftware.  Dealer  pncmg  may  vary.  ©1996  Lotus  Development  Corporation,  55  Cambridge  Parkway,  Camhridge  MA 
rights  reserved.  Lotus,  Workmg  Together,  Lotus  SmartSuite,  Approach,  Freelance  Graphics,  1-2-3  and  Lotus  Organizer  are  registered  trademarks  and  Word  Pro  is  a  trademark  of  Lotus 
nt  Corporation.  Windows  is  a  registered  trademark  of  Microsolt  Corp.,  and  IBM,  OS/2,  Aptiva  and  ThinkPad  arc  registered  trademarks  ut  International  Business  Machines  Corp.  All  other 
e  registered  under  their  respective  companies. 


Lippei'Ranked: 

#1  MID-CAP  FUND 


T.  Rowe  Price  Mid-Cap  Growth  Fund  can  help  you  benefit  from 
the  performance  of  America's  leading  mid-size  growth  companies. 
Typically,  these  companies  are  small  enough  to  adapt  quickly  to 
changing  conditions  and  trends,  yet  mature  enough  to  have  successful 
products  and  experienced  management. 

The  fund  is  ranked  #1  of  46  mid-cap  funds  for  the  period  from  its 
inception  (6/30/92)  through  3/31/96,  according  to  the  Upper  Mid  Cap 
Funds  Average.  Mid-size-company  stocks  tend  to  be  less  volatile 
than  stocks  of  small  companies  but  are  typically  more  volatile  than 
large-company  stocks.  $2,500  minimum  investment  ($1,000  for  IRAs). 
No  sales  charges. 

Call  24  hours  for  a  free  report  and  prospectus 

1-800-541-8467 


hwcst  With  (/)n/ulrii<f 

TRoweftice 


*,S(iiiae  i.ipixT  Analulciil  SerMcts,  Inc.,  which  also  I'ankcd  the  fund  #10  (lul  dI  L'I  miil-ca|i  funds  based  on  its  total  annrn 
for  the  l-vear  period  ended  Hast  performance  cannot  guarantee  future  results.  Request  a  prospectus  containing 

more  complete  information,  including  management  fees  and  other  charges  and  expenses  Read  it  carefulK  before  \ou  invest 
or  send  m(ine\  I'  Rowe  I'rice  Investment  Services.  Inc.,  Distributor  \i(  (,o.-(1s~k 
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rlianles  to  you,  all  sorts  of  everyday  products  are  Leing  made  from  materials 
you've  recycled.  Bui  to  Ireep  recycling  wcirleiiig,  you  need  to  huy  those  products. 
I'or  a  free  lirocKure,  write  Butf  Recycled,  Environmental  Defense  Fund,  257 
Park  Avenue  SoutK,  New  York  W  10010,  or  call  1-800-CALL-EDF. 
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Legal  Affairs 


fraud  suits  have  been  filed  in  state 
courts,  the  law  they  will  apply  is  un- 
predictable. For  example,  plaintiffs' 
lawyers  may  be  forced  to  prove  that 
each  individual  shareholder  knew  about 
the  alleged  misrepresentations — a  near- 
ly impossible  task  generally  not  required 
in  federal  couits.  Moreover,  state  courts 
may  not  permit  attorneys  to  represents 
victims  in  other  states.  Says  plaintiffs'l; 

I 

Attorneys  are  pushing 
a  pro-plaintiff 
initiative  on  the 
California  ballot 


attorney  Richard  D.  Greenfield  of  Ard- 
more.  Pa.:  "It  is  much  more  of  a  crap- 
shoot  in  state  court." 

To  create  at  least  one  welcomin: 
state    venue    for    securities  fraui 
claimants,  Milberg  Weiss  Bershad  Hynei 
&  Lerach  along  with  other  plaintiffs 
firms  are  banJa'olling  an  expensive  balloj 
initiative  intended  to  change  the  rules 
Cahfornia.  Among  other  provisions, 
would  ensure  that  plaintiffs'  attomeyi 
do  not  have  to  prove  that  every  allege(  1 
victim  relied  on  the  defendants  fraudu 
lent  statements.  The  ballot  item  is  Si 
pro-plaintiff  that  if  the  November  mea 
sure  prevails,  any  company  with  share 
holders  in  California  could  face  seciuitie 
suits  there. 
SAFE  HARBOR.  Given  these  tlireats,  coi 
porate  attorneys  are  m-ging  their  client 
to  be  cautious  about  opening  themselve 
up  to  lawsuits  by  discussing  new  prod 
ucts  and  future  earnings.  That's  irom(iiu( 
since  one  of  the  benefits  of  the  legish 
tion  was  supposed  to  be  an  improv(  , 
ment  in  investment  information.  In  fac 
lawmakers  even  gave  companies  a  s(  ^ 
called  safe  harbor,  insulating  them  fi'oi  ■ 
suits  claiming  that  statements  about  th 
future  were  inaccurate.  But  because  ( 
the  continued  stream  of  secuinties  frau 
suits,  many  of  the  companies  that  ha 
promised  openness  are  releasing  r 
more  infonnation  about  their  operatioi 
than  they  had  prior  to  the  legislation, 

That's  fiustrating  to  some  investor 
Says  Philip  Rueppel,  a  stock  analyst 
Alex.  Brown  &  Sons  Inc.:  "I  was  hopir 
that  the  legislation  would  open  up 
freer  conversation  between  me  ar 
management.  Quite  frankly,  I've  be( 
disappointed  that  things  haver 
changed."  In  that  sentiment,  he's  g 
plenty  of  company. 

By  Mike  France  in  New  Ya 
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BANCO  REAL 


THE  REAL  FINANCIAL 

CONGLO 

MERATE 

I  ,!i,iiicial  Conglomerate  has  currently  a  network  of  12  foreign 
±es  and  24  international  subsidiaries  operating  in  Latin 
"ica,  Europe  and  North  America,  and  is  the  only  private 
lian  bank  with  i)resence  in  all  Mei'cosul  countries. 

0  Real  currently  operates  2,i;]6  banking  senace  points  within 

1  and  37  abroad,  as  well  as  12  foreign  exchange  units. 

rms  of  both  net  worth  and  total  assets  The  Real  Financial 
lomerate  ranked  5th  among  Brazilian  private  banks  as  of  31 
mber  1995.  The  Group's  net  worth  amounted  to  USS  1,345 
)n  and  total  assets  to  approximately  US$  1 1  billion. 

jroup  had  a  net  profit  of  USS  141  million,  which  represented  a 
rn  on  Equity  (ROE)  of  10,5%,  Return  on  Assets  (ROA)  was 
and  the  consolidated  risk-based  capital  ratio  was  18.02% 
nst  the  minimum  requirement  of  8%  as  established  by  the 
!  Committee  on  Bank  regulation). 


BANCO  REAL  S.A. 
Consolidated  Financial  State 
December  31, 1995  and  1994. 

Exijressed  in  millions  of  doUai  i 


JSETS 


Banco  Real  is  regarded  by  the  financial  market  and  investors  as  one 
of  the  most  consemtive  financial  institutions  in  Brazil,  which  is 
rellected  in  its  consistently  higli  provisioning  ])olicy  against  any 
pijssible  loan  losses. 

In  1995,  the  year  in  which  Banco  Real  celebi'ated  70  years  of 
activity,  important  objectives  were  achieved: 

•  Funds  under  management  increased  to  US$  2,6  billion. 

•  The  bank's  client  base  increased  by  10%. 

•  Disque  Real  (banking  l)y  phone),  a  service  which  enables  clients 
to  make  many  financial  transactions  by  telephone  reached  161,000 
calls  per  day  and  also  obtained  the  mternational  quality  certificate. 

•  Banco  Direto  (Direct  Banking),  was  the  first  virtual  bank  in  Brazil 
to  provide  clients  with  a  wide  range  of  sei'vices  and  products  14 
hours  per  day,  7  days  per  week. 
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12/31/95 

12/31/94 

12/31/95 
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INTEREST  INCOME 

2,465 

2,114 

1,513 

1,020 

INTEREST  EXPENSES 

(1,379) 

(1,379) 

2,090 
949 

2,388 
1,154 

NET  INTEREST  ON  FINANCIAL  EARNED 

1,086 

1,149 

3,974 

3,684 

469 

884 

OTHER  OPERATION  INCOME  (EXPENSES) 

(749) 

(886) 

1,004 

859 

-  Banking  semce  fees 

266 

198 

14 

16 

-  Salaries  and  employee  benefits 

(535) 

(469) 

385 

374 

-  Other  administrative  expenses 

(591) 

(595) 

375 

308 

-  Tax  expenses 

(41) 

(14) 

60 

64 

-  Equity  participation  in  subsidiaries 

10,988 

10,895 

and  affiliates 
-  Other  operating  income 

22 
213 

(35) 
152 

12/31/95 

12/31/94 

-  Other  operating  expense 

(83) 

(123) 

6,251 

5,878 

214 
102 

466 
140 

OPERATING  INCOME 

337 

262 

1,366 

1,258 

NON-OPERATING  INCOME 

3 

(1) 

91 

83 

INCOME  BEFORE  TAX  AND  SOCLU 

513 
822 

309 
1,238 

CONTRIBUTION 

340 

261 

280 

348 

4 

3 

INCOME  TAX  AND  SOCIAL  CONTRIBUTION 

(192) 

(107) 

1,345 
400 

1,172 

STATUTORY  PROFIT  DISTRIBUTION 

(7) 

(8) 

945 

NET  INCOME 

141 

146 

10,988 

10,895 

Helen  Keller 
speaks 

through 
Miss  America 


The  Helen  Keller 
Nationd  Center  Salutes 
Heather  Whitestone 


Like  her  role  model  Helen  Keller, 
Heather  Whitestone  reminds 
us  that  nothing  can  prevent 
the  realization  of  a  dream. 
Now  Heather's  message  inspires 

all  who  can  see  and  hear 
her — and  it's  even  reaching 
those  who  can't. 

If  you  know  someone 
who  is  deaf-blind  and  who 
could  benefit  from  programs 

that  build  self-reliance 
through  dedicated  support 
teams,  call  1-800-2S5-0411. 

Share  Helen  Keller's  Vision 
Helen  Keller  National  Center 

for  Deaf-Blind  Youtfis  and  Adults" 

1 1 1  Middle  Neck  Uoad,  Sands  Point,  NY  I  lOSO 

Regioiud  Oi'ficL's:  Atlanta:  Cliicaso;  Denver: 
Los  Angeles:  New  York:  Boston:  Dallas: 
Kansas  City.  KS:  Seattle;  Washington.  DC 

'Operated  by  Helen  Keller  Services  for  tlie  filind. 
Design:  (iTFH.  114  Fifth  \vemie.  New  York  Vy  1001 1 
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STRATEGIES 


DID  WHIRLPOOL  SPIN 
TOO  FAR  TOO  FAST? 

Globalization  has  earnings  down  and  investors  grumbling 


The  scene  in  Shanghai  would  try 
the  patience  of  most  CEOs.  A  team 
of  American,  Itahan,  and  Chinese 
technicians  must  work  through 
thi-ee  translators  to  set  up  washing-ma- 
chine production  at  Whirlpool  Corp.'s 
new  joint-venture  plant.  Back  in  his 
Benton  Harbor,  Mich.,  office,  Whirlpool 
Chairman  David  R.  Whitwam  tracks 
the  tortuous  process  with  delight.  "I 
find  it  stimulating,"  he  says. 

Since  becoming  ceo  in  1987,  Whit- 
wam, .54,  has  faced  many  such  stimulat- 
ing situations.  His  globalization  di'ive 
has  doubled  Whirlpool's  revenues,  to 
.$8.3  billion,  and  transfoiTned  it  from  a 
sleepy  Rust  Belt  manufacturer  into  an 
aggi-essive  international  competitor.  "The 
Wliirlpool  of  today  is  what  it  is  because 
of  Dave  Wliitwam,"  says  retired  Whirl- 
pool executive  James  R.  Samartini. 

Yet  the  Whirlpool  of  today  may  not 
be  Whitwam's  ideal.  In  recent  months, 
the  company  has  faced  a  world  of  trou- 
bles: weak  demand  in  Europe;  high 
stai-tup  costs  in  Asia;  the  botched  launch 
of  a  new  refrigerator  line;  and  a  chal- 
lenge at  home  from  General  Electric 


STEADY:  Whittvan 
IS  sticking  to  his 
international 
strategy 


Co.  Investors  and 
analysts  are  begin- 
ning to  wonder  if 
they're  being  left 
out  to  dry.  "I  re- 
spect [Whirlpool's]  strategy,"  says  Lau 
rieann  Kloppenburg,  associate  directo 
of  research  at  Boston-based  investmen  * 
firm  Loomis,  Sayles  &  Co.,  which  own  • 
1.1  million  Whirlpool  shares,  down  fi'orj 
3.3  million  last  year.  "They  just  misse  J 
on  the  blocking  and  tackling." 

Whitwam  admits  to  execution  prol! 
lems,  but  he  remains  committed  to  glolj 
alization.  Still,  it's  an  unproven  strateg 
in  tlie  appliance  business,  which  must ' 
fer  a  host  of  customized  products 
meet  regional  preferences  and  wrestl 
with  the  logistics  of  local  manufacturinj 
"Nothing's  been  attempted  hke  this 
the  appliance  industry,"  says  Mer 
Lynch  &  Co.  analyst  .Jonathan  L.  GoI| 
farb.  The  last  player  to  come  closl 
Maytag  Corp.,  sold  its  European  oper 
tions  at  a  loss  of  $135  million  last  yed 
to  focus  on  the  U.  S.  and  has  seen  i| 
stock  rise  some  20%  since.  "[Europ| 
was  not  going  to  produce  the  retur 
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Sun  designed  the 

first  intranet 

back  when  people 
thought  intranet 
was  a  typo. 

hup:  //www.  su  n  .com 


See  what  it  feels  like 
to  print,  fax,  copy, 
distribute,  staple  and 
collate  without  leaving 
your  desk. 


Xerox  Dociiiiient  Centres 
are  a  new  class  of  digital 
document  systems.  They 
offer  anyone  on  the 
network  more  desktop 
control  over  the  produc- 
tion, management,  and 
finishing  of  documents 
than  ever  before.  They 
close  the  gap  between 
electronic  and  paper 
documents,  so  you  can 
keep  your  workflow 
flowing. 
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we  wanted  for  shai'eholders,"  says  May- 
tag spokesman  James  G.  Powell. 

Indeed,  faced  with  a  matui'ing  home 
mai'ket,  Whitwam  at  fii'st  considered  di- 
versifying into  ftuTiitui'e  or  garden  prod- 
ucts  before  opting  for  the  overseas 
plunge.  He  concluded  that  Whirlpool's 
technological  edge  and  ability  to  stan- 
dai'dize  paits  over  time  would  be  enougli 
to  overcome  the  challenges.  Whitwain 
made  his  first  move  in  1989,  with  tht 
piu'chase  of  a  majority  stake  in  the  Eu- 
ropean appliance  unit  of  Dutch  company 
Philips.  He  completed  the  nearly  $1  bil- 
lion purchase  in  1991.  In  the  past  two 
yeai-s,  Whitwam  has  inked  five  joint  ven- 
tui-es  in  China  and  India,  at  a  cost  of 
$265  million.  Although  the  e.xpenditures 
have  boosted  debt  fi'om  32%  of  capital  in 
1993  to  43%  today,  Whitwam  says  he 
had  no  choice:  "Timing  was  essential"  to 
getting  good  partners. 

A  strictly  North  American  manufac- 
turer before  Wliitwam,  Whirlpool  now 
makes  appliances  in  12  countries  and 
sells  them  in  140;  38%  of  revenues 
comes  from  abroad.  The  company  ranks 
No.  1  in  North  and  Latin  America  and 
trails  only  Electrolux  and  Bosch- 
Siemens  in  Europe.  In  Asia,  Whii-lpool's 
scant  1%  share  still  makes  it  the  lai'gest 
Western  appliance  maker. 
BAD  NEWS.  Yet  wliirlwind  growth  hasn't 
led  to  bigger  profits.  After  hitting  $322 
million,  excluding  re- 
stnaetming  chai-ges,  in 
1994,  earnings  plimged 
37%,  to  $209  million, 
last  year.  The  compa- 
ny blamed  high  staitup 
costs  foi'  its  $50  mil- 
lion loss  in  Asia  and 
has  promised  a  profit 
there  next  year.  But 
.skepticism  remains:  "It 
may  be  three  to  five 
very  tough  years," 
says  analyst  Lawi-ence 
Horan  of  Prudential 
Secmities  Inc. 

The  bad  news 
keeps  trickling  in.  Fol- 
lowing a  ])oor  first 
quarter,  the  company 
announced  in  early 
June  that  currency 
problems  and  slow 
demand  in  Europe 
would  reduce  '96  etun- 
ings  by  about  $50  mil- 
lion. Wliii'l  pool's  stock 
trades  at  just  51%,  be- 
low its  level  of  three 
years  ago  (chart). 
"Their  { i  !•  o  g  r  a  m 
seemed  to  be  success- 


Recently,  Whirlpool  has  faced  a  world  of  woes: 
Weak  demand  in  Europe,  high  startup  costs  in 
Asia,  and  a  challenge  at  home  from  GE 
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fill,  but  they  stumbled  badly,"  says  Gold- 
far-b,  who  downgi'aded  the  stock  in  Jime. 

Whirlpool  appears  to  have  tripped 
over  more  than  just  the  vagaries  of  new 
markets.  Its  Asian  operations  have  been 
plagued  by  poor  quality  in  comparison 
to  Japanese  rivals.  And  Whii'lpool  seems 
to  have  made  a  slow  European  market 
worse  with  a  poorly 
thought-out  reorgani- 
zation of  its  sales 
force.  Tlie  upshot:  Its 
unit  shipments  de- 
clined 2%  in  Eui'ope 
in  1995,  when  the  in- 
dustry gi'ew  1%.  And 
at  home.  Whirlpool 
struggled  with  the 
launch  of  a  new  re- 
frigerator at  its 
Evansville  (Ind.) 
plant.  Problems  in- 
stalling new  equip- 
ment led  to  several 
shutdowns  of  an  as- 
sembly line  last  year, 
costing  Whirlpool 
some  $35  million, 
says  Ralph  F.  Hake, 
executive  vice-presi- 
dent for  North 
American  operations. 

Meanwhile,  compe- 
tition abounds.  In  the 
U.  S.,  where  Whii'lpool 
holds  an  estimated 
52%  share  of  the 
washer  market,  it's 
fighting  to  remain  the 
prime  supplier  of  Ken- 
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*1994  EARNINGS  WERE  $332  MILLION 
BEFORE  RESTRUCTURING  CHARGES 

...PUT  INVESTORS 
THROUGH  THE  WRINGER 
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more      washers  FULL  PLATE:  Fov  / 

and    dryers    to  Chinese  join  t 
Sears,  Roebuck  &  ventures  in  a  year 
Co.,  which  spends 

some  $700  million  a  year  on  those  proi 
ucts.  Sears  will  decide  on  a  rival  bid  fro 
GE  soon.  Sears  and  ge  i-efused  commen 
LONG  LIST.  Whitwam  has  moved  on  se' 
eral  li'onts  to  attack  Whii-lpool's  woes- 
with  mixed  results.  He  pared  1,500  jol 
in  Eiu'ope  last  yeai'  and  introduced  a  lir 
of  new  appliances  with  many  commi 
parts  to  replace  the  outdated  Phili; 
pi'oduct  lines.  Analyst  Horan  saj 
Whii'lpool  is  now  gaining  shai'e.  To  boo. 
mai'gins  in  North  America,  Whitwam  hi 
ordered  a  3%  dealer  price  increas- 
risky  move  when  pricing  is  stagnan 
Whirlpool  is  making  a  push  into  cookii 
products  and  recently  opened  a  new  $1( 
million  gas-  and  electric-range  plant 
TYilsa,  Okla.  To  fix  the  troubles  in  Evan 
ville,  Whitwam  moved  some  production 
Mexico — at  a  cost  of  265  jobs. 

Clearly,  Whitwam  has  quite  a  launi 
list  of  things  to  accomplish  before  hej 
regain  investor  confidence.  Whirlpoo 
8%  operating  margins  of  a  decade  af| 
are  now  below  5%.  By  contrast,  Mayt; 
posted  1995  margins  of  9.4%.  Yet 
warn  remains  undaunted.  He's  soft-sp 
ken,  but  his  pale  blue  eyes  bore  in  on 
visitor  who  questions  the  strateg] 
"Without  taking  risks,  we  would  on 
be  reacting,"  he  says.  "That  inevitabj 
leads  to  mediocrity."  Now,  Whirlpo 
must  make  that  risk-taking  work- 
face  mediocrity  itself. 

By  Bill  Vlasic  in  Bentmi  Harbor,  M\ 
vjith  Zacliary  Schiller  in  Cleveland 


Introducing 

CFO  Vision 


THE  POWER  TO 

FIGURE  IT  OUT 


DECISIONS  ARE  TOUGHER. 


IME  IS  CRITICAL. 


ESOURCESARE  LEANER. 


NDTHE  BUCK  STOPS  WITH  YOU 


HYPE  JUST  WONT  CUT  IT  ANYMORE. 


Stop  crunching  and  start  analyzing.  With 
CFO  Vision  you  can  visualize  your  business 
interactively. . .and  gain  control  of  informa- 
tion to  spot  opportunities  and  risks  faster 
than  ever  before.  Reengineer  the  entire 
process  of  financial  consolidation,  reporting, 
and  analysis. .  .as  you  accelerate  the  flow 
of  information  to  decision  makers  at  every 
level  of  your  organization. 

With  the  click  of  a  mouse: 

■  Understand  the  facts  beyond  the  figures. 

■  Improve  timeliness  and  availability  of 
business  reporting. 

■  Analyze  every  "slice"  of  your  business — 
from  branch  profitability  to  product  cost 
analysis — in  any  currency 

Powerful,  award-winning  data  warehousing, 
OLAP,  graphics,  and  EIS  capabilities  are  all 
included  in  one  fully  integrated,  easy-to-use 
solution.  It's  all  yours  from  one  vendor: 
SAS  Institute,  with  a  proven  track  record 
for  continuous  innovation  and  reliable 
support  at  more  than  29,000  organizations 
worldwide. .  .including  the  Fortune  100. 

For  a  free  preview  of  CFO  Vision, 
just  give  us  a  call  or  send  us  E-mail 

at  bw@sas.sas.com 


919.677.8200    Fax  919.677.4444  v/ww.sas.com/vision/ 
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SIEMENS 


1874.  That  was  then. 


Braving  a  hostile  ocean,  the  men  of  the  Faraday  laid  the  first  transatlantic  cable 
between  Ireland  and  America.  That  cable  was  manufactured  by  Siemens.  It 
could  carry  22  messages  at  one  time,  and  it  carried  the  world  into  a  new  era  of 
communications. 


©Siemens  Corporation  1996 


1996.  This  is  now. 


Telecommunication  companies  and  businesses  rely  on  Siemens  technology  to 
send  and  receive  voice,  data  and  video  simultaneously  over  a  single  line.  Our 
systems  make  it  possible  for  sophisticated  applications  such  as  telecommuting, 
work  group  collaboration  and  advanced  customer  service  solutions  that  improve 
efficiency  and  productivity.  Telecommunications  is  just  one  of  the  many  technol- 
ogies developed  and  produced  by  47,000  Siemens  people  nationwide-superior 
technologies  designed  to  keep  you  in  touch  with  innovation. 
Siemens.  Precision  Thinking. 


For  more  information,  write  for  Siemens  '96-  Box  8003,  Trenton,  New  Jersey  08650 


Automation      Automotive  Electronics      Electronic  Components      Energy      Information  Systems 
Lighting  Systems       Medical  Systems       Power  Generation       Telecommunications  Transportation 

Visit  our  web  site  at  www.siemens.com  on  the  Internet 


BANKING 


A  $15  TRILLION 
PIGGY  BANK 


The  Raul  Salinas  affair  is  shedding  light  on  the  booming  private  banking  industry 


All  Paulina  Castanon  de  Salinas  did 
was  turn  up  at  the  Geneva  head- 
quarters of  Banque  Pictet  one 
clay  last  November  to  transfer  $1 
million  to  a  new  account  and  retrieve  a 
phony  passport  from  the  bank's  vault. 

Castanon,  the  wife  of  former  Mexican 
President  Carlos  Salinas  de  Gortari's 
well-connected  brother,  Raul,  had  visit- 
ed the  elite  private  bank  to  help  hei- 
husband  shift  some  of  the  $120  million 
he  is  estimated  to  have  spirited  out  of 
his  homeland,  largely  via  Citibank's 
global  money  network.  Police  arrested 
Castanon  shortly  afterward.  Although 
she  was  subsequently  released,  the 
furor  over  the  Salinas  millions  is  any- 
thing but  dying  away.  Not  only  has  the 
discoveiy  of  the  funds  spai'ked  a  global 
investigation  of  the  fonner  Fii'st  Broth- 
er's offshore  finances.  It  has  also  thi'own 
an  unwelcome  spotlight  on  the  immense 
and  shadowy  world  of  private  banking. 

This  was  once  a  tight  little  universe, 
dominated  by  a  handful  of  Swiss 
lenders  offering  hand-holding  and  ex- 
treme discretion  to  Aj-ab  sheikhs,  Latin 
potentates,  and  European  nobility.  But 
as  free  enterprise  spreads  across  the 
developing  world  and  baby  boomers 
reach  theii'  prime  income  and  savings 
years,  private  banking  has  increasingly 
become  a  rough-and-tumble  contest 
among  the  heavyweights  of  global 
finance. 

WEALTH  ZONES.  From  Deutsche  Bank 
to  Merrill  Lynch,  everyone  is  chasing 
the  $L5.4.^)  billion  in  assets — or  so  Citi- 
corp estimates — that  upper-bracket  in- 
dividuals around  the  world  have  avail- 
able for  investment  (chart).  And  by 
some  estimates,  these  assets  are  ex- 
panding at  a  double-digit  rate  every 
year.  "The  market  is  enormous,  and  it 
continues  to  grow,"  says  Barry  R. 
Sloan,  Credit  Suisse's  chief  of  private 
banking  for  North  America. 

New  wealth  zones  are  everywhere. 
France's  Banque  Indosuez,  for  exam- 
ple, is  reorganizing  its  Asian  a)m  to 
focus  on  private  banking,  and  "we  in- 
tend to  develop  this  aggi"essively,"  .says 


Jean-Marie  Simart,  Indosuez'  top  pri- 
vate banker  in  the  region.  Meanwhile, 
J.  P.  Morgan  &  Co.,  ah-eady  no  slouch  in 
the  private  banking  business,  has  spent 
the  last  year  and  a  half  bolstering  its 
franchises  in  Latin  America,  Asia,  Eu- 
rope, and  the  Middle  East. 

Even  local  lenders  that  never  paid 
much  heed  to  the  private  banking  mar- 
ket are  moving  in.  In  Saudi  Ai'abia,  for 
example.  United  Saudi  Commercial 
Bank  recently  fitted  out  its  branches 
with  a  set  of  special  offices  for  upper- 
bracket  private  clients,  complete  with 
plush  leather  armchairs,  free  refresh- 
ments, and  machines  spitting  out  quotes 
from  world  markets. 

As  it  expands,  private  banking  is  be- 
coming a  key  part  of  the  essential  net- 
work of  pipelines  in  the  global  economy 
that  allows  money  to  flow  wherever  it 
can  find  secuiity  or  the  highest  retuir.s. 
But  this  is  a  world  with  a  dai'k  side 
as  well.  Despite  heightened  global 
scrutiny  of  illicit  financial  dealings  in 
the  wake  of  numerous  drug  scandals 
and  the  collapse  of  the  Bank  of  Credit 
&  Commerce  International  in  1991,  in- 
vestigators believe  that  as  much  as 
$500  billion  to  $1  trillion  stemming  fi'om 
money  laundering,  corruption,  and  oth- 
er seamy  activities  is  still  sloshing 
around  the  world  financial  system. 

A  good  pait  of  this  sum  is  thought  to 
be  in  private  bankers'  hands.  And  while 
many  bankers  insist  they  take  the 
gi-eatest  pains  to  steer  clear  of  dirty 
money,  the  pressm-e  to  peifonn  imder 
mounting  competition  may 
prompt  some  players  to 
loosen  their  standards 
in  order  to  turn  a 
profit. 


SILICON 
VALLEY 

MEXICO  CITY  CAYMA 
ISLANI 


Global  Scramble 


Private  banking,  once  dominated  by  a  ha^ 
of  discreet  Swiss  lenders,  is  now  a  highly 
competitive  industry  with  a  host  of  rivals  1 
vying  for  the  assets  created  partly  by  the  i 
spread  of  free  enterprise  around  the  worlc^ 


And  for  a  banker  really  willing  to 
:e  on  an  unsavory  client,  notes  busi- 
es author  Jeffrey  Robinson,  whose 
tV  book,  The  Laundripneii,  chronicles 
'  nethei-world  of  finance,  it's  becoming 
der  than  ever  to  make  dirty  money 
lish.  "Once  you  turn  the  cash  into  a 
p  on  a  computer  screen,"  he  says, 
s  gone." 

If  the  current  investigation  of  Sail- 
s' finances  in  Mexico,  Switzerland, 
ance,  and  the  U.  S.  lead  to  disclo- 
ses of  wrongdoing,  there  is  sure  to 
a  tightening  of  rules  for  interna- 
tional banking,  just  as 
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there  was  after  the  collapse  of  Bcci. 

Many  execs  at  big  private  banks — in- 
cluding Citi — maintain  vehemently  that 
they  steer  clear  of  questionable  busi- 
ness. They  say  they  check  prospective 
clients'  references  extremely  careful- 
ly— at  times  tapping 
as  many  as  20 
sources  for  back- 
ground information. 
And  they  say  that 
more  often  than  not, 
they'll  turn  away 
business  from  poli- 
ticians and  their 
families. 

But  many  other 
chents  with  less  au- 
gust standing  fail  to 
get  through  private 
bankers'  doors. 
Credit  Suisse,  for 
instance,  recently  set  up  a  special 
task  force  to  examine  the  creden- 
tials of  would-be  clients  from 
Russia.  Equally  cautious  is 
Republic  New  York  Corp.,  a 
deep-pocketed  international 
financial  group  whose  pri- 
vate banking  roots  stretch 
back  to  the  Ottoman  Em- 
pire. "We  are  very  careful 
about  whom  we  open  a 
relationship  with,"  insists 
Chief  Financial  Officer 
Thomas  F.  Robards.  "As 
a  general  rule,  with  any- 
one who  has  a  high  profile, 
I  we  are  careful." 
1      With  memory  of  the 
^  hunt  for  former  Filipino  dic- 
i   tator  Ferdinand  Marcos'  il- 
A    licit  Swiss  accounts  still  fresh, 
|P  the  heightened  scrutiny  is  all 
1 1"  for  the  good.  But  for  the  vast 
if    majority  of  players,  there  are 
more  than  enough  honestly  created 
assets  to  go  around.  Take  the  U.  S., 
which  many  see  as  the  private  banking 
opportunity  of  a  lifetime.  For  one  thing, 
it  still  hoids  half  of  the  global  $15.45 
trillion  wealth  market.  America  is  also 
home  to  a  growing  crop  of  en- 
trepreneurs, the  folks 


Worldwide  Wealth 


that  top  many  private  bankers'  "must 
have"  list. 

These  prime  prospects  are  concen- 
trated mainly  in  such  high-income- 
growth  areas  as  Silicon  Valley,  the 
South,  and  on  Wall  Street.  But  U.  S. 

banks  hardly  have 
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E  THE  CASH  GOMES  FROM 

^  Private  banking  is  still  the  tra- 
Y     ditional  conduit  for  wealthy 

residents  of  developing  coun- 
\o  want  to  avoid  taxes  and  protect 
illions  from  political  and  economic 
ity.  But  bankers  are  also  zeroing  in 
new-wealth  generation  around  the 
Utd  many  are  trying  to  tap  into  the 
generated  by  the  wave  of  initial 
ifferings  that  have  enriched  count- 
ti-tech  entrepreneiu-s. 


WHO'S  MANAGING  THE  FUNDS 

Switzerland  remains  the  world's 
private  banking  mecca,  offering  dis- 
cretion and  global  reach.  London  con- 
tinues to  cater  to  the  noble  and  merely  rich. 
But  with  East  Asian  economies  booming  and 
personal  fortunes  on  the  rise,  Hong  Kong  is 
moving  up  fast.  And  in  the  world's  financial  cap 
ital,  New  York,  private  bankers  are  marketing 
their  skills  worldwide,  data:  business  week 


the  business  to 
themselves.  Fideh- 
ty  Investments  and 
Merrill  Lynch  are 
only  two  of  the 
securities-industry 
heavy  hitters  that 
are  giving  Ameri- 
can banks  a  nm  for 
the  private  clients' 
money  (table,  page 
144). ' 

So  are  interna- 
tional banks.  Credit 
Suisse's  Sloan,  for 
one,  pores  over  newspapers  every  week 
in  search  of  little-noticed  entrepreneurs 
made  suddenly  wealthy  by  Wall  Street's 
boom.  With  $3  billion  in  U.  S.  assets  al- 
ready under  management,  he  is  now 
targeting  "the  top  end  of  the  wealth 
pyi'amid" — individuals  with  a  net  worth 
of  $35  million  and  up  who  have  at  least 
$10  million  to  invest. 
CHINA  WATCH.  It's  much  the  same  story 
in  booming  Asia,  where  multimillion- 
aires are  being  ci'eated  with  shocking 
speed.  In  Hong  Kong  not  long  ago,  rep- 
resentatives of  more  than  60  banks 
tui'ned  out  for  a  McKinsey  &  Co.  semi- 
nar on  the  private  banking  business. 
And  everybody  is  eyeing  China,  where 
assets  available  for  private  investment 
already  have  hit  an  estimated  $100  bil- 
lion. As  more  business  owners  from  the 
mainland  set  up  shop  in  Hong  Kong 
prior  to  its  handover  to  Beijing  next 
yeai',  huge  new  pools  of  cajjital  are  al- 
ready starting  to  accumulate  in  the 
British  colony.  When  Beijing  eventually 
allows  its  citizens  to  freely  move  money 
out  of  the  mainland.  Hong  Kong  "will 
be  the  first  port  of  call,"  says  M.  Moni- 
ca Wong,  managing  director  for  private 
banldng  at  hsbc  Investment  Bank  Asia 
Ltd.,  which  manages  $40  billion  in  indi- 
viduals' funds.  Adds  Wong:  "There's 
plenty  of  money  in  Asia,  and  it's  gi-ow- 
ing  fast." 

Assets  are  on  the  rise  as  well  in 
Brazil,  where  Bank  of  Boston  Corp.  is 
out  to  raise  $1  billion  over 
the  coming  year  by  target- 
ing individuals  "who  have 
$1  million  to  invest,"  says 
Suzanne  Meyer  Ferreira, 
Sao  Paulo-based  director 
of  private  banking.  And 
Russia    and  Eastern 
Europe  represent  mai'- 
kets      with  huge 
growth  potential.  In- 
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deed,  Switzerland  seems  to 
be  on  its  way  to  beconiinu 
one  of  the  pi'imary  offshore 
banking  centers  for  the  re- 
jiion's  new  rich. 

No  one  knows  exactly  how 
much  Russian  money  is  call- 
ing Switzerland  home.  But 
Aeroflot  not  long  ago  added 
thi-ee  Moscow-Geneva  flights 
a  week  to  its  existing  daily 
service  to  Zurich,  and  for 
many  passengers,  apparently, 
it's  the  money  express.  Re- 
porting on  the  upgraded 
route,  a  Swiss  TV  camera 
crew  headed  out  to  Geneva's 
Cointrin  Airport  to  film  an 
ai-riving  flight.  Most  of  those 
climbing  off  the  aircraft  car- 
ried bulging  briefcases,  hold- 
ing them  up  to  shield  their  faces  from 
view.  That  has  picjued  the  interest  of 
federal  prosecutor  Carla  del  Ponte,  who 
notes  that  the  number  of  Russians  ap- 
plying for  tourist  visas  to  Switzerland 
rose  fi-om  10,000  in  1994  to  60,000  in  '95 
and  is  still  going  up. 
HEDGING.  Mexican  politicians  and  exec- 
utives have  been  sending  their  millions 
overseas  for  decades — especially  prior 
to  the  currency  devaluations  and  eco- 
nomic turmoil  that  seem  to  hit  Mexico 
when  a  new  President  takes  office 
every  sixth  year.  Indeed,  when  they  sit 
down  with  then-  clients,  private  bankers 
are  as  likely  to  play  on  fears  as  they 
are  to  stress  financial  jserformance. 

In  pitches  to  entrepreneiu's  in  Russia 
and  Asia,  for  example,  bankers  high- 
light the  risks  of  political  instability. 
One  big  U.  S.  bank,  in  fact,  is  shifting 
much  of  its  Asian  private  banking  op- 


SALINAS:  At  the  center  of  the  hot-money  investigation 


erations  from  Hong  Kong  to  Switzer- 
land to  reassure  customers  worried 
about  the  handover  of  the  British 
colony  to  Beijing  next  year.  Says  the  in- 
stitution's top  private  banker:  "Although 
we're  100%  confident  about  1997,  we're 
preparing  for  the  worst." 

Private  bankers  covering  Latin 
America,  meanwMle,  ai'e  playing  up  the 
need  to  continue  hedging  against  the 
abrupt  ups  and  downs  the  region's 
economies  have  suffered  over  the  past 
15  years.  Many  wealthy  Latins  moved 
hundreds  of  billions  of  dollars  out  of 
the  region  this  way  in  the  1970s  and 
early  '80s,  when  the  region  was  flush 
with  loans  from  many  of  the  same 
banks  that  were  signing  up  private 
clients  as  fast  as  they  could. 

The  lise  in  private  banking  is  tmriing 
healthy  profits  for  many  lenders.  While 
returns  on  private  banking  are  perhaps 


a  third  of  those  on  credi 
cards,  they  still  are  nothin 
to  sneeze  at.  Felix  W.  Zulau 
a  money  manager  and  foraie 
private  bank  strategist  i 
Zug,  Switzerland,  estimate 
that  wealthy  clients  pay  fee 
equivalent  to  1%  or  more  ( 
their  assets — as  much  as  1 
times  what  banks  can  charg 
pension  funds  or  other  bi 
institutions. 

Indeed,  Citicorp  earr 
some  $200  million,  or  6% 
its  annual  profits,  from  its  pi 
vate  bank.  What's  mor 
Chairman  John  S.  Reed  e 
pects  even  greater  contribi 
tions.  He  recently  told 
200  top  executives  that  tl 
private  bank  should  accoui 
for  15%  to  20%  of  Citi's  profits  by  20( 
or  2001.  Citi  may  accomplish  this  I 
acquiring  a  money-management  firi 
Meanwhile,  Union  Bank  of  Switzerlan 
Swiss  Bank,  and  Credit  Suisse,  tl 
three  largest  Swiss  banks  that  togethi 
control  an  estimated  $1  trillion  in  pi 
vate  banking  assets,  are  shaking  i 
their  own  private  banks. 

Both  are  turning  to  big  U.  S.  asse 
management  subsidiaries  that  each  h, 
acquired  in  recent  years  to  pump  i 
their  global  investment  returns.  Offerii 
better  performance  and  more  sophisi 
cated  products,  fi'om  emerging-mark 
fimds  to  derivatives,  they  hope  to  pe 
suade  customers  fi'om  defecting.  Thi 
again,  it's  little  wonder  the  Swiss  are 
the  defensive:  By  some  estimates,  p: 
vate  banking  will  add  as  much  as  $,' 
billion  to  Swiss  banks'  coffers  in  1996 
Tliese  revenues  pay  for  big  custom 


PRIVATE  BANKING'S  TOP  GLOBAL  PLAYERS 


GROWING  COMPETITION:  An  ad  for 

Union.  Bunk  of  Switzerland 


THE  SWISS 


THE  TEAM  TO  BEAT  Estimated  private  banking  assets,  $2  trillion 
Union  Bank  of  Switzerland,  Credit  Suisse  First  Boston,  and  Swiss  Bank  rule  the 
roost  with  half  the  market.  Behind  them  are  such  family-run  institutions  as  Banl 
Julius  Baer,  Banque  Pictet,  and  Bank  Vontobel.  While  the  smaller  banks  focus 
on  hand-holding,  the  big  three  are  turning  toward  high-tech  fund  management 
and  derivatives. 


THE  BRITS^ 


THE  OLD  GUARD  National  Westminster  Bank's  Coutts  &  Co.  sub- 
sidiary, the  Queen's  bank,  is  the  class  act.  But  NatWest  is  rapidly  expanding  its 
global  product  line  with  big  acquisitions  on  Wall  Street.  And  HSBC  Holdings 
accounts  for  some  $40  billion  in  assets  in  Asia  alone. 


THE  YANKS 


THE  HARD  CHARGERS  Citicorp  is  the  most  prominent  player,  witf- 
$90  billion  in  private  banking  assets  in  35  countries.  Citi  and  top  rivals  J.P 
Morgan,  Republic  New  York,  and  Chase  Manhattan  are  wooing  the  fastest  grow- 
ing affluent  group — entrepreneurs.  Wall  Street,  chiefly  Merrill  Lynch,  Goldman 
Sachs,  Morgan  Stanley,  and  Lehman  Brothers  are  mounting  brisk  competition. 


DATA:  BUSINESS  WEEK 
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more  of  our  flowers 
^  are  popping  up 
^  all  over  the  world." 

—  /\li\(>  W  hi  I  Did  II.  CliO.  Ill)  Inc. 


FTD,  a  company  known  the  world  o\  cr  for  its  fint  floral 
arranj;ements,  neede  d  to  streamline  its  international  order 
process.  Tlicy  used  to  rely  on  fax,  phone,  telex  and  cable 
to  transmit  orders. 

"Sprint  helps  us  process  orders  in  half  the  time." 

sprint  put  M  I)  on  its  global  data  network.  Now,  florists  can 
transmit  information  instantly.  So  a  florist  in  Indonesia  can  send 
an  order  directh  to  a  florist  in  I-ngland.or  anywhere  else  in  the 
world,  with  exceptional  speed  and  accuracy 

Our  business  is  blooming  all  over  the  world!" 

Now,  sprint  helps  FTI)  florists  in  over  143  countries  send 
more  flowers,  to  more  jieople,  worldwide  than  ever  before. 

Find  out  how  Sprint  Business  can 
help  grow  your  business,  too. 
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perks.  Private  bank  "relationship  man- 
agers" long  have  been  as  comfortable 
getting  clients'  kids  into  top  U.  S.  col- 
leges or  arranging  for  medical  treat- 
ments as  they  were  in  mastering  the 
Eui-odollar  yield  curve,  and  that  level  of 
attention  shows  little  sign  of  diminish- 
ing. One  well-known  private  bank,  for 
example,  keeps  its  most  prized  billion- 
aire client  up  to  date  with  daily  faxed 
copies  of  the  Fitiancial  Times,  The  Wall 
Street  Journal,  and  the  International 
Herald  Tribune,  along  with  weekly 
pouches  of  additional  reading  materi- 
al— and  frequent  face-to-face  visits  fi'om 
senior  executives.  "You  become  part  of 
the  family,"  says  a  Citibank  private 
banker,  one  of  many  who  are  on  call 
24  hours  a  day  to  satisfy  his  biggest 
customers'  needs.  "They  send  their  pri- 
vate jets  to  pick  you  up." 
INEXPLICABLE  ENRICHMENT?  Certainly, 
Mexico's  Raul  Salinas  received  his  due 
share  of  hand-holding  from  his  private 
Citibanker  Salinas  has  been  jailed  in 
Mexico  on  charges  of  murder  conspira- 
cy and  inexplicable  enrichment.  In  tes- 
timony first  reported  in  The  New  York 
Times,  he  told  investigators  that  his 
Citi  private  banker.  Amy  C.  Elliott, 
designed  an  intricate  web  of  financial 
transfers  among  Mexico  City,  New 
York,  the  Cayman  Islands,  London,  and 
Citibank's  own  subsidiary  in  Switzer- 
land, among  others,  that  he  hoped 
would  preserve  his  anonymity  and  earn 
high  returns.  Elliott  was  unavailable 
for  comment.  Citi  says  that  "we  con- 
stantly watch  for  possible  violations  of 
the  laws  by  the  bank  or  its  employ- 
ees, and ...  we  have  found  no  reason 
to  believe  there  have  been  any." 

Salinas  has  maintained  that  his  off- 
shore accounts  held  the  legitimate  pro- 
ceeds of  loans  and  contributions  ear- 
marked for  a  venture-capital  fund  to 
develop  Mexican  resort  projects.  In  fact, 
Grupo  lusacell  ceo  Carlos  Peralta  Quin- 
tero,  a  telecommunications  magnate 
whose  business  flourished  during  the 
Salinas  years,  has  acknowledged  wiring 
$50  million  to  Raul's  offshore  accounts 
after  shaking  hands  on  an  investment 
deal  in  1994. 

Perks  and  hand-holding,  of  course, 
have  long  been  a  staple  of  private 
banking.  And  with  the  intensified  com- 
petition to  court  new  clients,  bankers 
are  offering  many  more  services,  from 
new  products  to  premium  investment 
performance.  In  the  wake  of  the  Sali- 
nas episode,  though,  many  private 
bankers  are  certainly  reassessing  just 
how  far  they  ought  to  go  to  accommo- 
date their  clients. 

By  William  Glasgall  and  Alison 
Rea,  with  Phillip  L.  Zweig  in  New 
York,  Geri  Smiih  in  Mexico  City,  John 
Parry  in  Gereva,  and  bureau  reports 


oft  of  fraud  and  securities  violations 


CONTROVERSIES 


FROM  HERO  TO  ZERO 
IN  NINE  WEEKS 

Al  Holland  seemed  like  a  godsend  to  Viasoft.  What  happened?] 

F 


or  Viasoft  Inc.,  Alvin  E.  Holland 
was  more  than  just  a  new  chief  fi- 
nancial officer — he  was  heaven-sent. 
Or  so  it  seemed  when  he  came  on  boaixl 
last  January.  Viasoft,  a  Phoenix-based 
pioneer  in  the  hot  field  of  computer  soft- 
ware, had  seen  its  share  price  double 
since  it  went  pubUc  in  March,  1995,  and 
the  dapper  50-year-old  Texan  appeared 
to  have  all  the  right  credentials  and  the 
polish  to  build  on  the  company's  gi'owing 
reputation  on  Wall  Street. 

Just  nine  weeks  later,  Holland  was 
out,  and  the  charges — 
and  lawsuits — were  fly- 
ing. In  a  suit  filed  on 
May  23,  Holland  claims 
the  company  fii'ed  him 
for  his  "reporting 
of . . .  violations  of  securi- 
ties laws"  and  his  "re- 
fusal to  participate  in  a 
fraud  . . .  through  mis- 
leading and  unlawful 
financial  disclosures." 
Viasoft  CEO  Steven  D. 
Whiteman  says  the  accu- 
sations are  "nonsense" 
and  insists  Holland  tried 
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imsuccessfully  to  take  over  the  compan; 
The  mai'ket  seems  to  agi"ee  with  Whit( 
man — the  company's  stock  is  up  mor  " ' 
than  400%  so  far  this  year,  and  has  doi 
bled  since  Holland's  departure.  Investoi 
are  betting  on  growing  revenues  fc,  ,, 
software  aimed  at  stemming  systei™'" 
crashes  that  experts  fear  will  take  plac 
when  computer  clocks  reach  "00"  at  th  'i^^^. 
beginning  of  the  year  2000. 

Going  public  has  been  a  thrilling  ric 
for  Wliiteman  and  his  team.  The  con  ^ 
pany's  shares  have  soared  to  65/^  froi  'jit 
8/j,  boosting  its  toti 
market  value  to 
million.  Analysts  proj© 
net  income  will  rise  52^ 
to  $7.3  million,  ox\  ' 
million  in  sales,  an  ii 
crease  of  32%,  for  tl 
year  ended  on  June  3 
But  Holland's  charg( 
call  into  question  the  v 
lidity  of  those  numbei 
Says  Whiteman:  "Th 
whole  experience  hi 
been  a  nightmare." 

It  didn't  stait  out  th 
way.  Their  first  meetii) 
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Satellite 

Wheti  it  comes  to  fmce,  per/onmnce 
arA  value,  notlung  comes  close  to  t/ie 

Satellite'"'  Series.  These  /eature-ricfi 
maiels  maJ<£  it  fxissifcle  /or  ewrryrme 

to  We  fwuCT  arui  lieifonmtKe  in 
an  inexjx'mive  nott'liook. 


Satellite  Pro 

V7it/i  Saieliile  Vw  \m  can  gel 
a/JorttifiL'  CD-ROM  ami  p(«tMt>' 
in  a  mwltiinediti  nDtebook.  This 
series  oilers  the'  iitlwinceti  features 
atui  |)f«('er  ii5Will>  /owniJ  in  much 
more  e.xjiensiie  iiujchines. 


The  auarj-u'innini;  Pin'tege  SiTies 
cie/ines  high  perfonnance  m  uliraportahL- 
cotJipMters.  At  wntier/ii'efJoiHiiis,  these 
super-lightiveight  notefeootcs  are  Jiaeketl 
with  /eatwres  ;»ou'd  mih  e.xpect  /rom 
/itll-si:e  computers. 


TetTa  cmhiiiies  the  uhsolide  Vncsl 
anti  oreaa'st  in  poruiljle  technology. 
With  the  fastest  PenliMm'  processors 
and  most  imiiH'arii'e  /eatwres  im  the 

mtirla't,  TecTa  notebooks  are  liie 
idnmate  in  potcer  avA  |vifon>iance. 


atellite,  Satellite  Pro,  Portege  and  Tecra.  Quite  possibly  the  best  reasons  there  are  for  buying  a  portable  ct)mputer.  Four  distinct 
bshiba  notebook  lines  assure  that  whatever  your  needs,  there's  one  uniquely  suited  to  you.  Toshiba  portables  offer  uncompromised 
quality,  and  are  recognized  by  the  computer  industry  tor  technical  superiority.  And,  Toshiba  has  award-winning 
custt)mer  service  and  support.  Tliat's  why  Toshiba  sells  more  portables  than  anyone  in  the  world.  Need  any 
'Pont'HT!     more  reasons?  Call  1-800-457-7777  for  more  information  or  a  dealer  near  you. 


In  Touch  with  Tomorrow 

TOSHIBA 

Toshiba.  The  World's  Best  Selling  Portable  Computers. 

Toshiba  America  Infnrniaiion  Systems,  Inc  All  products  indicated  by  trademark  symbols  ate  trademarked  and/or  regrstered  by  there  respective  companres 
Irrtel  Inside  and  Pentium  Processor  Logos  are  trademarks  ol  Intel  Corporation  Product  availability  subject  to  change 
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scheduled  to  last  90  minutes,  went  on 
for  six  hours,  as  Whiteman  and  Hol- 
lan<i  discussed  everything  from  future 
ventures  to  overseas  expansion.  "I  was 
very  impressed,"  recalls  Whiteman.  "Al 
struck  me  as  very  aggressive,  very 

strong  We  hit  it  off  instantly." 

Whiteman  also  wanned  to  Holland's 
lengthy  resume:  a  former  cfo  of  Ster- 
ling Software  Inc.  in  Dallas, 
a  Big  Eight  accounting  con- 
sultant to  Ross  Perot's  Elec- 
tronic Data  Systems  Corp. — 
the  list  went  on  and  on.  For 
Holland,  the  opportunity 
meant  getting  back  on  the 
fast  track  after  a  decade  of 
on-again,  off-again  consulting 
deals. 

HIGH  POINT.  At  their  next 
meeting,  Whiteman  even 
drove  Holland  around  several 
tony  Phoenix  neighborhoods, 
urging  him  to  move  from 
Dallas  and  join  the  company. 
Then  he  offered  a  sweet  deal, 
according  to  court  papers 
filed  by  Holland:  70,000 
shares  of  restricted  Viasoft 
stock  at  $6.08  per  share, 
about  half  its  market  price  at 
the  time.  The  two  men  shook 
on  it,  according  to  Holland. 
Only  later,  he  says,  did  he 
ask  that  the  stock  price  be 
put  in  writing. 

That,  as  it  turned  out,  was 
the  high  point  of  Holland's 
brief  career  at  Viasoft.  Al- 
most immediately,  according 
to  Whiteman,  Holland  made 
serious  missteps.  He  boasted 
to  staff  members  that  he  was 
going  to  be  the  next  chair- 
man of  the  board,  say  com- 
pany insiders.  And  at  meet- 
ings with  investors  he  often 
handed  out  two  business 
cai'ds:  one  from  Viasoft  and 
the  other  from  First  Dallas, 
Holland's  consulting  business 
before  joining  the  company. 
Says  Whiteman:  "He  was  be- 
coming abusive  and  arrogant 
and  he  disobeyed  my  direct 
orders." 

Holland  paints  a  completely  differ- 
ent picture.  He  denies  that  he  ever 
boasted  that  he  would  become  chair- 
man and  dismisses  the  business  card 
episode  as  trivial.  In  interviews  and  in 
his  lawsuit,  moreover,  Holland  desciibes 
a  company  vvith  lax  controls  on  travel 
expenses  and  questior  able  accounting 
practices. 

Specifically,  Holland  charges  in  his 


complaint  that  the  company  moved  in 
excess  of  $500,000  in  overaccrued  ha- 
bilities  from  the  balance  sheet  to  the  in- 
come statement.  These  were  mainly 
travel  expenses,  he  says.  By  so  doing, 
he  says,  Viasoft  inflated  pretax  income 
to  $1.7  million  for  the  third  quarter 
ended  Mar.  31.  Moreover,  Holland 
charges  that  the  switch  was  made  dur- 


VIASOFrS  ACCOUNTING  QUAGMIRE 

MAR.  199S  Viasoft  goes  public  at  $8  per  share. 

JAN.  1996  Al  Holland  joins  as  company's  new  chief 
financial  officer. 


with  the  financial  community,  was  th 
real  problem  for  Viasoft.  One  analys 
Kris  Tuttle  of  SoundView  Financi 
Group  in  Stamford,  Conn.,  said  he  i 
ceived  a  series  of  worried  calls  froi 
fund  manager's  after  theh"  meetings  wit 
Holland.  "One  client  called  to  say  Ho 
land  came  in  and  only  wanted  to  tal 
about  raising  capital  to  take  over  th 
company,"  says  Tuttle.  "Sh 
couldn't  figm'e  out  if  he  was 
genius  or  a  knucklehead."  Ho 
land  denies  that  he  was  tryir 
to  take  over  the  compan 
saying  he  was  tiying  to  raii 
capital  to  let  Viasoft  buy  oi 
the  original  venture-capitalii 
investors. 

NO  REVIEW?  When  Hollar 
was  recalled  early  from  Ne 
York,  the  atmosphere  at  Vi 
soft  was  tense.  Carlton  Vic 
ery,  an  accountant  brought  i 
by  Holland,  says  he  was  i 
creasingly  concerned  that  tl 
company  was  falling  behii 
its  monthly  sales  projectior 
"The  salespeople  just  sai 
'Don't  woriy.  we'll  catch  up 
according  to  Vickery.  Hollai 
says  that  he  and  VickejH 
weren't  allowed  to  review  tl 
quarterly  numbers  befo 
they  were  released.  Hollai 
says  he  demanded  a  meeti: 
with  the  board.  Instead, 


MAR.  1996  Holland  goes  on  road  show  to  New  York. 
Company  later  charges  he  used  visit  to  attempt  to  gain 
control  of  the  company,  while  Holland  charges  that 
CEO  Steve  Whiteman  inflated  quarterly  earnings  while 
he  was  out  of  town. 

APR.  1996  Viasoft  board  fires  Holland,  who  cries  foul. 
Viasoft  stock  falls  20%. 

APR.  1996  Viasoft  counters  Holland's  charges  by  get- 
ting an  independent  audit  that  upholds  the  company's 
accounting  practices.  Viasoft  stock  starts  to  recover. 

MAY  1996  Holland  sues  Viasoft,  saying  he  was  fired 
for  refusing  "to  participate  in  a  fraud. ..upon  Viasoft 
shareholders  through  misleading  and  unlawful  finan- 
cial disclosures." 

JUNE  1996  Viasoft  stock  reaches  record  high. 

DATA:  COMPANY  REPORTS,  BUSINESS  WEEK 

ing  the  last  three  days  of  the  quarter 
while  he  was  out  of  town  and  unable  to 
do  anything  about  it.  Holland  says  that 
he  confronted  Wliiteman  about  this  and 
was  rebuffed — which  Whiteman  denies. 
The  company  also  points  out  that 
Arthur  Andersen  &  Co.  reviewed  and 
signed  off  on  the  quarterly  numbers. 

Viasoft  executives  say  Holland's  trip 
to  New  York  in  late  March,  to  meet 
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says,  he  was  whisked 
Whiteman's  office,  told  he  w 
fired,  and  escorted  to  his 
Wliiteman  maintains  that  H 
land  was  fu"ed  for  cause.  Vi( 
ery,  a  consultant,  was  also 
go — for  being  a  Holland  a] 
according  to  Vickery;  becau 
his  job  was  completed,  claii 
the  company. 

Whiteman  insists  he 
never  confronted  by  Holla 
with  any  questions  or  doul 
about  the  company's  accou 
ing  practices  during  the  ni 
weeks  Holland  worked  at  'Vl 
soft.  And  he  claims  he  ney 
agi-eed  to  any  stock  deal  otl 
than  the  standard  package  i 
options  in  Holland's  writi 
employment  contract. 

Both  sides  now  vow  to  finish  th 
battle  in  the  coiuts.  "My  reputation  is 
stake,"  says  Holland.  But  foj-  the 
vestors  who  have  driven  up  Viasa 
share  price  to  sky-high  levels,  and  hi' 
so  far  ignored  Holland's  charges,  t 
may  be  more  than  just  another  bosj 
room  slugfest. 

By  Eric  Schine  in  Phoei 
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Uoui  Help 


We  would  like  to  introduce  you  to  the  Oldsmohile  Virtual  Showroom,  a  free 
CD-ROiM  chock-full  of  pictures  and  information  about  the  entire  Oldsmohile 
lineup.  If  you've  got  a  Windows"  PC  and  CD-ROM  drive,  just  boot  up  and  tour 


e  showroom.  It's  easy  to  decide  which  Oldsmobile  meets  your  needs.  You  can  view  each  car  from  any  of 
)  positions.  Open  the  doors.  Check  under  the  hood.  Take  a  peek  inside  the  trunk.  You  can  even  compare  your 
/orite  Oldsmobile  to  some  ol  the  competition.  So  call  1-800-850-8533  today.  The  Oldsmobile  Virtual 


owroom  is  absolutely  free  while  supplies  last.  And 
len  viewed  properly,  the  chances  of  spraining  your 

toe  are  quite  slim.  ^>  Oldsmobile 


MUM  SYSTEM  REQUIREMENTS    •  4865X/33MH2  OR  FASTER  MICROPROCESSOR  • 
OF  AVAILABLE  RAM  •  SVGA  GRAPHICS  CARD  (640X480,  256  COLORS)  AND  COMPATIBLE 
ITOR  •  MICROSOFT  WINDOWS'  95  OR  MICROSOFT  WINDOWS-  3  1   •  SOUND  BLASTER™ 
)0%  MICROSOFT  WINDOWS  COMPATIBLE  SOUND  CARD  •  MPC  COMPATIBLE  CD-ROM  DRIVE 
MICROSOFT  CD-ROM  EXTENSION  MSCDEX  EXE  2  21  OR  LATER  (150  KB/S  SUSTAINED 
SFER  RATE  OR  BETTER)  •  DOS  5.0  OR  LATER  (NOT  APPLICABLE  UNDER  WINDOWS  95)  • 
DSOFT  COMPATIBLE  MOUSE 


5  '9P<5  QM  Corp.  All  rights  rcsened. 


Call  now  lor  your  free 
Oldsmobile 
X'irtual 
Showroom 
CD-ROM. 


1-800-850-8533 


Inside  Wall  Street 


BY  GENE  G.  MARCIAL 

AN  ENTERPRISING 
YANKEE  THRIFT 

Iost  mornings  before  work,  Dave 
Carson  is  out  sculling  on  Black 
Rock  Harbor.  "That's  when  I  get  the 
best  ideas,"  says  the  ceo  of  People's 
Bank  (pbct),  Connecticut's  largest  in- 
dependent regional.  Carson  isn't  your 
traditional  banker.  He  has  an  "innova- 
tive approach,"  notes  ■ 
Thomas  Monaco  of 
Salomon  Brothers, 
who  is  high  on  Peo- 
ple's. Some  investors 
have  been  accumu- 
lating shares  for  the 
"hidden  value"  they 
figure  isn't  yet  re- 
flected in  the  price. 

Carson  has  made 
People's  a  diversified 
financial-services  out- 
fit. It's  a  thrift  that 
operates  like  a  com- 
mercial bank — with 
branches  at  certain 
Stop  &  Shop  super- 
markets open  seven 
days  a  week.  It  offers  discoimt  broker- 
age services  and  credit  cards.  As  the 
28th-largest  U.  S.  card  issuer,  it  has  a  $2 
billion  credit-card  portfolio.  This  April,  it 
started  issuing  cards  in  Britain — the 
first  overseas  foray  by  a  U.  S.  thiift. 

People's  "is  a  sleeper  wdth  the  best 
story  among  the  thiifts,"  says  Monaco. 
Its  shai-es,  trafling  at  20,  are  worth  25  in 
the  short  term  and  should  hit  the  high 
30s  in  a  yeai*  or  so,  he  says.  The  hidden 
value,  Monaco  notes,  is  in  the  way  the 
company  is  structured.  When  it  paitial- 
ly  converted  from  a  depositor-owned 
bank  to  a  publicly  traded  company  in 

MORE  SHARES  MAY  GO  PUBLIC 


CARSON:  Not 

a  traditional 
bank  CEO 
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1988,  People's  Mutual  Holdings  was  left 
with  77%  voting  interest.  That  has  since 
di-opped  to  61%.  If  People's  turns  itself 
totally  into  a  pubUc  company,  the  stock 
could  be  worth  38,  he  says. 

The  stock  is  a  buy,  Monaco  says, 
whether  or  not  People's  does  the  conver- 
sion this  year  or  later  The  company  says 
it's  content  vnth  the  present  stnactui'e. 

James  Benson,  director  of  research 
at  Ryan  Beck,  an  investment  firm  in 
West  Orange,  N.J.,  says  the  shares 
should  be  in  the  30s.  People's  earnings 
have  gi'own  rapidly  over  the  past  five 
years,  he  says,  as  the  bank  emerged 
form  the  recession  that  hit  New  Eng- 
land in  the  late  1980s  and  early  1990s. 
People.'s  is  now  Connecticut's  largest 
mortgage  originator. 

ICAHN  VS.  RJR: 
DON'T  YAWN 

Has  Carl  Icahn  lost  his  "terror" 
touch?  Once  feared  as  a  takeover 
artist,  his  latest  threat — to  wage  a 
proxy  battle  at  rjr  Nabisco  (rn)  in 
the  wake  of  Ben  LeBow's  failed  at- 
tempt to  replace  the  board — hasn't 
nudged  the  stock  up  at  all.  It  has  trad- 
ed between  30  and  33  a  share  all  year, 
and  Icahn's  recent  purchase  of  addi- 
tional shares  (he  now  owns  13  million, 
a  4.9%  stake),  accompanied  by  a  dis- 
closure that  he's  detennined  to  back  a 
non-LeBow  group  to  force  management 
to  spin  off  the  Nabisco  food  operations, 
has  left  most  investors  yawning. 

They  may  be  making  a  big  mistake, 
however,  say  Icahn  associates.  They 
say  he'll  use  his  wit  and  resources  to 
emerge  victorious.  "It's  true  that  Icahn 
may  just  want  to  bail  out  vidth  a  nice 
profit  from  his  investment — but  he  can 
achieve  more  than  that  by  battling  to 
see  that  a  spin-off  does  happen,"  says 
one  of  Icahn's  partners.  "This  time,  Ic- 
ahn will  show  that  he  still  has  it:  the 
firepower  to  win,"  he  adds. 

So  far,  skeptics  are  unconvinced. 
"We  aren't  recommending  the  stock," 
says  Roy  Buny  of  Oppenheimer.  "It 
is  important  for  Icahn  to  stioicture  his 
move  in  a  way  that  will  win  the  confi- 
dence of  shareholders,"  he  explains. 

If  his  intent  is  just  to  get  Nabisco 
spun  off — without  linking  it  with  an 
agenda  such  as  iimning  the  company 
or  settling  tobacco  lawsuits — Icahn 
might  be  able  to  win  enough  holders, 
says  Buny.  He  thinks  the  stock  should 
hit  40  once  a  spin-off  is  announced. 
The  Icahn  group,  to  be  led  by  a 
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highly  regarded  laviyer,  is  banking  on 
such  big  holders  as  Michael  Price  to 
join  its  campaign.  Icahn  is  believed 
willing  to  finance  a  proxy  fight  and  in- 
sists he  isn't  interested  in  a  position  in 
management  or  the  board.  So  far,  man- 
agement has  ignored  Icahn's  threats. 

WHY  POULENC  MAY 
UNLOAD  RORER 

At  the  height  of  late-'80s  takeover 
frenzy,  Rorer  Group  was  among  the 
most  sought-after  phannaceutical  hous- 
es. It  was  no  surprise  when,  in  1990, 
French  chemical  giant  Rhone-Poulenc 
bagged  it.  Rorer,  which  makes  drugs  to 
fight  cardiovascular,  respiratory,  and 
infectious  diseases,  as  well  as  cancer 
and  allergies,  'oecame  Rhone-Poulenc 
Rorer  (rpr). 

But  now,  whispers  are  that  Rhone- 
Poulenc  may  be 
MAY  BE  BETTER  ready  to  unload  its 
OFF  ON  ITS  OWN  68%  stake  in  its 
Rorer  unit.  One 
investment  man- 
ager says  a  com- 
pany insider  told 
him  buyers  might 
be  either  Rorer's 
management  in  a 
leveraged  buyout 
or  another  major 
drag  company. 
Indeed,  Rhone- 
Poulenc  said  in 
Januaiy  that  it 
would  sell  assets 
worth  $2  billion 
between  1996  and  1997. 

Shares  of  rpr  have  been  in  an  up 
swing  since  Januaiy,  rising  from  49  to 
66.  They're  worth  90  in  a  buyout,  says 
the  investment  pro.  rpr's  market  capi 
talization  is  $8.8  billion;  its  pai"ent's  G89c 
stake  in  the  Rorer  unit  is  worth  $5.S 
billion,  or  about  $18  per  Rhone-Poulenc 
shai'e. 

Parent  Rhone-Poulenc's  Americar 
depositary  receipts  trade  at  25.  Thai 
means  the  other  operations  commanc 
$7  a  share.  "It's  clear,"  says  Williair 
Young  of  Donaldson,  Lufkin  &  Jenrettt 
Securities,  "that  management  is  undei 
pressure  to  deliver  incremental  value.' 

A  Rhone-Poulenc  spokesman  ac 
knowledges  the  pressure  and  says  th< 
company  is  studying  all  options  to  en 
hance  shareholder  value.  But  the  com 
pany,  he  adds,  is  conmiitted  to  the  fou) 
segments  of  its  business — includinj 
Rhone-Poulenc  Rorer. 


RHONE-POULENC 
RORER 
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IT  FITS  YOUR   PERSONALITY  LIKE  A  FAVORITE 
PAIR  OF  JEANS.  AND  SINCE  IT'S  A   FULL-SIZE.  YOU 
GET  A  LITTLE  MORE  ROOM  IN  THE  SEAT.— 


There's  nothing  like  your  favorite  pair  of  jeans.  And  there's  nothing  like  the  TlOO. 

With  a  24-valve,  190-horse  V6,  it  has  more  power  than  both  the  Ford  F-150  and  the 
Dodge  Ram*  But  the  TlOO  Xtracab  goes  way  beyond  just  rugged  power.  Its  sleek 
styling.  Confident  handling.  Spacious  interior.  And  an  extremely  comfortable  ride 


make  it  the  first  full-size  truck  to  ever  boast  such  intelligent  engineering. 

In  fact,  it's  a  good  thing  the  TlOO  Xtracab  is  so  big.  Because  no  matter  how  many  quality 
awards  it  has  won  in  the  past,  there's  always  room  for  more. 

Check  out  the  Toyota  of  Big  Trucks,  the  TlOO  Xtracab.  If  it's  power  and  sophistication 

you're  looking  for  in  a  truck,  we've  got  one  in  your  size.  TOYOTATlOO 

I  love  what  you  do  for  me 


l-800-GO-TOYOTA  or  visit  our  Web  Site  at:  http://www.toyota.com  for  a  brochure  and  location  of  your  nearest  dealer.  ©1996  Toyota  Motor  Sales.  USA 
ckle  Up!  Do  it  for  those  wtio  love  you.  Toyota  reminds  you  to  Tread  Ligfitly!*'  on  publrc  and  private  land  '1996  T100  V6  vs  1996  Ford  F-150  and  Dodge  Ram  pickups  with  standard  6-cyl.  engines. 
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^Smartsourcing:  Impact  and  Implementation 
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Jiin  outsourcing  your  company's  IT  systems  improx  e  your  bottom  line? 
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EXECUTIVE  PROGRAMS 


Beyond  news.  IntelligeJice. 


TURNING  GENES 
INTO  VACCINES 

They  may  prevent-and  treat-killers  like  AIDS  and  cancer 


Dr.  Margaret  A.  Liu  knows  what 
it's  like  to  play  to  an  audience. 
As  a  Paris-trained  classical  pi- 
anist, her  performances  once 
drew  enthusiastic  crowds.  Now,  as  a 
leader  in  research  on  a  new  class  of 
vaccines  at  Merck  &  Co.,  Liu  is  again 
packing  them  in.  Scientists  come  by 
the  hundreds  to  hear  her  presenta- 
tions on  a  technology  that  could  be 
one  of  the  most  important  advances 
in  vaccine  research  since  Jonas  E.  Salk 
and  Albeit  A.  Sabin  conquered  polio. 

The  new  approach  offers  promise 
for  preventing  or  treating  diseases 
that  have  eluded  traditional  vaccines. 
They  include  malaria,  tuberculosis, 
AIDS,  and  cervical  cancer.  Merck, 
American  Home  Products,  French  vac- 
cines giant  Pasteur  Merieux  Serums 
&  Vaccins,  and  others  are  spending 
hundreds  of  millions  on  the  technology 
that  uses  snippets  of  genetic  code  to 
induce  powerful  defenses  against  dis- 
ease. In  animals,  the  approach  has 
been  very  promising.  And  this  spring, 
two  so-called  dna  vaccines — one  for 
influenza  and  another  for  aids — began 
human  testing. 

"REVOLUTION."  The  technique  has  its 
hiu'dles.  Some  key  technical  challenges 
remain  to  be  solved  before  the  vac- 
cines can  be  made  widely  available. 
And  regulatory  problems  that  in- 
evitably arise  in  the  face  of  new  prod- 
ucts could  delay  their  approval.  Yet 
many  researchers  remain  optimistic 
over  the  long  run.  "We're  on  the  verge 
of  a  revolution,"  says  Dr.  Stephen  L. 
Hoffman,  dii-ector  of  the  malaria  pro- 
gi'am  for  the  U.  S.  Naval  Medical  Re- 
search Institute. 

The  development  and  sale  of  vac- 
cines has  giTjwn  to  be  a  highly  com- 
petitive $3.6  billion-a-year  industry. 
Just  a  decade  ago,  it  was  thought  of  as 
a  low-margin  commodity  business.  A 
key  factor  in  the  industry's  growth 
was  the  passage  of  legislation  in  the 
mid-1980s  that  shielderl  vaccine  makers 
from  lawsuits  arising  from  rare  but 
serious  side  effects.  The  industry's 


main  players  now  see  only  growth  oi 
the  horizon  as  managed-care  outfits  pusl 
cost-saving  preventive  medicines.  "I 
you  get  recommendations  from  group; 
like  the  American  Academy  of  Pedi 
atrics  to  give  [a  vaccine]  to  every  babj 
that's  a  huge  market — and  you  don' 
have  to  do  any  advertising,"  says  Dr.  C 
Jo  White,  a  senior  scientific  adviser  fo 
the  Connaught  Laboratories  Inc.  uni 
of  Pasteur  Merieu.x. 
SMITTEN.  Sensing  opportunity,  innova 
five  newcomers  have  surged  into  th 
field  w  ith  fresh  science  and  big  mar 
keting  hopes.  Alliances  hav 
been  formed:  American  Horn 
Products  Corp.  has  pledged 
least  $100  million  to  under'writ 
DNA  vaccin 
research  b 
Apollon  Inc.  ( 
Malvern,  Pa 
and  Merck  i 
likely  to  spen 
at  least  th; 
much  in  dea 
with  Vical  In 
of  San  Diego 
Of  the  var 


Developers  of  DNA 
Vaccines 

APOLLON        Allied  with  American  Home  Products' 
Malvern,  Pa.       Wyeth-Ayerst  division  to  target  HIV, 

herpes  simplex,  and  human  papilloma 
virus,  a  cause  of  genital  warts  and 
cervical  cancer.  Independently  pursu- 
ing hepatitis  B  and  C,  T-cell  lym- 
phoma, multiple  sclerosis,  and 
rheumatoid  arthritis, 

AURAGEN        Targeting  hepatitis  B,  HIV,  influenza, 
(FORMERLY      herpes,  malaria,  measles,  dengue, 
AGRACETUS)     and  rheumatoid  arthritis.  Working 
Middieton,  Wis.     with  National  Cancer  Institute  on 
cancer  vaccines. 

CHIRON  Developing  vaccines  targeted  against 

Emeryville,  Calif,    hepatitis  C,  HIV,  and  genital  herpes. 

VICAL  Allied  with  Merck  &  Co.  to  pursue 

San  Diego  influenza,  tuberculosis,  hepatitis  B 

and  C,  herpes  simplex,  human  papil- 
loma virus,  and  HIV.  Has  a  deal  with 
Pasteur  Merieux  Serums  &  Vaccins  to 
target  Lyme  disease,  respiratory  syn- 
cytial virus,  malaria,  chicken  pox,  H. 
/oyton  bacteria,  and  cytomegalovirus. 


MERCK'S  LIU 

Scientists 
are  drawn 
by  her 
technique's 
power  and 
simplicity 

ous  approaches  now  being  stu( 
ied,  DNA  vaccrnes  are  among  tl 
most  impressive — and  still  tl 
furthest  fi'om  commercializatio 
Although  the  technique  remaii 
unproven  in  humans,  scientis 
ar-e  smitten  with  its  power  ar 
simplicity.  This  past  Februar 
more  than  400  researche: 
tur-ned  out  for  a  National  Insi 
tutes  of  Health  internation 
meeting  on  dna  vaccines — 
times  the  number  who  came  to 
similar  meeting  just  two  yea 
ago  in  Geneva.  "Scientifically,  i 
a  very  exciting  time  for 
gr-oup  and  for  me,"  says  Liu. 

Enthusiasts  describe  DNA  VJ 
cines  as  third-generation  teo 
nology.  The  first  generate 
includes  polio  and  measles  vj 
cines,  which  use  a  weakened 
killed  virus  to  provoke  an  ii 
mune  response.  Researche 
would  spend  years  searching 
vir-uses  potent  enough  to  tr 
ger-  protection  but  not  so  pot€ 
that  they  caused  disease, 
many  diseases,  the  search  % 
unsuccessful. 

Moi-e  I'ecently,  genetic  en 
neering  has  allowed  scientists 
make  lar'ge  quantities  of  key  p 
teins  fr'om  viruses  or  bacter 
When  injected,  the  proteins 
duce  an  immune  response.  Th( 
vaccines — including  SmithKli 
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Science  &  Technology 


Beecham's  and  Merck's  big-selling  he- 
patitis inoculations — don't  cany  the  risk 
of  infection  but  can  be  costly  to  make. 
Another  limitation  of  these  so-called 
subunit  vaccines — in  the  case  of  Hiv,  in 
particular — is  that  they  induce  only  a 
partial  immune  response. 

The  idea  of  dna  vaccines,  as  pio- 
neered by  Vical  scientists  in  1989,  is  to 
activate  the  body's  defenses  by  injecting 
genes  that  hold  the  recipe  for  an  anti- 

A  DNA-based  AIDS  vaccine 
stopped  the  virus  completely  in 
healthy  chimps,  says  a  researcher 


genie  pait  of  the  organism — that  is,  the 
part  of  the  organism  that  provokes  an 
immime  response.  Once  inside  the  body, 
the  genes  are  taken  up  by  cells  that 
begin  churning  out  foreign  proteins. 
Wlien  manufactured  by  the  body's  cells, 
these  proteins  are  configui-ed  in  a  way 
that  triggers  a  complete  immune  re- 
sponse without  any  risk  of  infection. 
Then,  when  a  vims  or  bacteria  invade, 
the  body  is  primed  to  respond,  and  it 
kills  off  the  invader. 
BREAKNECK.  Research  on  dna  technolo- 
gy has  accelerated  at  a  breakneck  pace 
since  about  1990,  when  Vical  scientists 
showed  they  could  get  mice  to  produce 
foreign  proteins — a  key  step  in  the 
working  of  a  vaccine — simply  by  inject- 
ing DNA  into  their  muscles.  In  the  past 
yeai;  Merck  researchers,  working  with 
Vical,  have  triggei'ed  powerful  immune 
responses  by  immunizing  monkeys  with 
DNA  that  codes  for  proteins  of  the  flu, 
helloes  simplex,  and  AIDS  viiuses.  These 
experiments  have  all  but  vanquished 
earlier  fears  that  the  DNA-based  vac- 
cines might  fail  in  primates. 

More  suj:)i)oit  foi'  the  technology  came 
from  the  lab  of  Davitl  B.  Weiner,  a  re- 
searchei'  at  the  Univei'sity  of  Penn.syl- 
vania  who  is  working  with  Apollon  on 
an  AIDS  vaccine.  Because  hiv  contains 
only  RNA,  Weiner  uses  DNA  culled  ft'om 
infected  cells  in  his  vaccine.  In  recent 
studies,  Weiner  reported  that  a  DNA- 
based  AIDS  vaccine  "stopped  the  virus 
comj)letely"  in  healthy  cliimps  who  were 
subsecjuently  infected  with  Hiv.  He  cau- 
tions that  this  doesn't  mean  the  vac- 
cine will  work  in  humans.  But  the  tech- 
nology "has  enormous  fle.xibility  because 
we  can  rapidly  test  very  diffei'ent  com- 
binations of  genes  and  gene  products 
to  boost  immune  responses." 

Weiner  and  Liu  both  caution  that  the 
first  generation  of  DNA  vaccines  could 
easily  fall  short.  Examples  of  promis- 


ing technologies  that  succeed  in  animali 
but  fail  in  humans  are  common.  Because 
vaccines  are  intended  for  use  in  hug( 
populations,  even  minor  unexpected  sid* 
effects  can  have  important  public  healtl 
consequences,  dasMng  developers'  hopes 
One  wony  is  that  the  dna  won't  be  ad 
equately  absorbed  by  cells.  Researcher 
are  devising  various  technical  scheme 
to  remedy  that. 

Besides  the  technical  challenge,  dn^ 
vaccines  may  be  toug! 
to  sell  to  regulators.  Re 
searchers  are  still  un 
certain  about  the  long 
term  health  effects  c 
injecting  foreign  on 
into  humans.  Accordin 
to  James  V.  Young,  s€ 
nior  vice-president  of  r&d  at  Medlnr 
mune  Inc.  in  Gaithersbm-g,  Md.,  reguk 
tors  have  a  "phobia"  about  DNA-base 
therapies.  "We'd  rather  invest  our  R& 
dollars  in  some  products  we  can  get  tj 
market  more  quickly,"  he  says.  | 
Despite  the  hurdles,  other  druginali 
ers  ai"e  attracted  by  the  long  list  of  ai| 
ments  that  are  targets  for  dna  vaccine|i 
Apollon  and  American  Home  are  worl| 
ing  on  a  vaccine  for  heipes  simplex  thi 
is  expected  to  go  into  human  tests  latJ 
this  year.  A  vaccine  against  the  huma 
papilloma  virus,  which  causes  genitj 
waits  and  cervical  cancer,  could  begj 
human  trials  as  soon  as  next  yea) 
Meanwhile,  Merck  and  Vical  ai-e  pursi 
ing  the  same  targets,  plus  a  couple  |l 
forms  of  hepatitis,  influenza,  and  tubef 
culosis.  Pasteur  Merieux  has  allied  wij' 
Vical  to  fashion  vaccines  against  tic 
borne  Lyme  disease,  malaria,  and  tlf 
ulcer-linked  H.  pylori  bacteria.  I 
While  vaccines  have  traditionally  be 
used  to  prevent  disease,  some  say  t| 
new  vaccines  may  also  help  treat 
Weiner  found,  for  example,  that  his  H 
vaccine  could  reduce  the  amount 
vii-us  in  an  ah-eady  infected  chimp.  Ap' 
Ion  has  another  vaccine  in  the  wor 
to  treat  T-cell  lymphoma.  Human  tei 
began  in  February.  Other  targets  1 
Apollon  include  treating  autoimmu 
diseases  such  as  rheumatoid  arthri 
and  multiple  sclerosis. 

Winning  approval  to  market  DNA  Vi 
cines  will  take  years  of  testing  a: 
evaluation.  So,  except  for  an  aids  v; 
cine — which  would  certainly  be  fa; 
tracked  if  it  proves  successful — pre 
ucts  from  the  DNA-based  technique  i 
at  least  5  to  10  years  off.  If  the  D 
vaccines  prove  to  be  as  powerful 
their  proponents  claim,  disease  pi'evf 
tion — and  the  vaccine  industry — v 
never  be  the  same. 

By  Joseph  Weber  in  Philadelpi 
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Developments  to  Wiatch 


EDITED  BY  PETER  COY 


PUniNGABITLESS 
INDUSTRY  INTO 
INDUSTRIAL  BLADES 

MERHDAD  ZANGENEH  WANTS 

to  take  the  black  art  out  of 
designing  blades  for  pumps, 
compressors,  and  turbines. 
The  researcher  in  University 
College  London's  mechanical 
engineering  department  says 
his  3-D  software  tool  can  cut 
design  time  from  six  months 
to  a  few  days,  while  coming 
up  with  blades  that  prelimi- 
nary tests  indicate  could  be 
up  to  10%  more  efficient. 

Zangeneh  uses  inverse  de- 
sign. Instead  of  guessing  at  a 
good  blade  shape,  and  then 
testing  its  output,  Zangeneh 
starts  by  specifying  the  out- 
put he  wants.  Then  his  com- 
puter program  works  back- 


ward to  gener-  W. 
ate  an  efficient 
blade  shape.  The 
design  concept 
has  been  around 
since  the  1930s, 
but  Zangeneh 
has  moved  the 
idea  ahead  by 
perfecting  a 
computer  pro- 
gi-am  to  carry  it 
out. 

So  far,  Zan- 
geneh's  progi'am 
works  for  ma- 
chines in  which 
a  fluid  or  gas  is  sucked  into  a 
blade  and  flung  outward  at  a 
90-degi'ee  angle  as  the  blade 
spins.  But  he  believes  that 
within  three  years  his  tech- 
nique could  be  extended  to 
design  axial  compressors, 
such  as  those  in  jet  engines. 


TURBO  CAD: 

ivith  new  tu 


in  which  air  or 
liquid  flows 
through  blades 
without  chang- 
ing direction. 

Ebara  Corp., 
the  world's 
largest  pump- 
maker,  is  Zan- 
geneh's  biggest 
supporter.  The 
Japanese  com- 
pany is  testing 
prototypes  and 
expects  to  begin 
production  next 
year.  Hiroyuki 
Kato,  general  manager  of 
Ebara's  Haneda  Plant  engi- 
neering development  depart- 
ment, says  that  when  it 
comes  to  blade  design,  "Zan- 
geneh's  technique . . .  has  the 
possibility  to  become  the 
law."  Heidi  Dawley 


Zangeneh 
rbine  blade 


A  BEnER-TEMPERED  CLAVIER  

ALTHOUGH  IT  HAS  IGNITED  THE  COMPOSITIONAL  GENIUS 

of  Beethoven,  Chopin,  and  countless  others,  the  piano 
has  a  terrible  flaw:  It  is  slightly  out  of  tune.  Singers, 
violinists,  and  horn  players  can  raise  or  lower  notes  to 
play  in  tune  in  any  key — but  not  pianists.  They  are 
stuck  with  the  300-year-old  "equal  temperament"  tuning 
system  that  lets  them  play  in  all  keys,  but  at  the  cost  of 
being  out  of  tune  in  each. 

A  Vancouver  (B.  C.)  software  company  says  it  has 
solved  that  problem  in  electronic  keyboards.  Justonie 
Tuning  Inc.  uses  computer  analysis  to  recognize 
pitches  and  retune  them — as  the  keyboard  is  being 
played — to  produce  pure  harmony.  "Under  each  note, 
there  is  a  whole  range  of  frequencies  that  can  sound," 
explains  -Justonie  President  Rex  Weyler. 

The  company  has  also 
oined  with  Virtual  dsp 
Corp.  of  Everett, 
Wash.,  to  devise  a 
similar  system  that 
will  retune  electric 
guitars.  The  soft- 
ware, which  will  be- 
come available  in 
the  fall,  requires 
that  keyboard  play- 
ers and  guitarists 
connect  to  a  personal 
computer.  It  could 
eventually  be  reduced  to 
a  built-in  chip.    Paul  Raehurn 


■  Eyeglass  frames  made  of 
nickel-titanium  alloy  spring 
back  like  new  when  bent.  But 
the  range  of  styles  was  al- 
ways Hmited  by  manufactur- 
ing difficulties.  That's  about 
to  change.  Marchon  Eyewear 
of  Melville,  N.  Y.,  says  its 
Flexon  eyeglass  frames  can 
now  be  colored,  tooled  -vvith 
fine  detail,  and  welded  to  oth- 
er metals. 

■  Two  species  of  weevil  help 
keep  Florida's  waterways 
clear  of  water  hyacinths. 
Now,  with  assistance  from 
the  United  Nations  and  the 
U.  S.  Agiiculture  Dept.,  Neo- 
chetina  eichhorniae  and  A'. 
bruchi  are  being  tried  in 
Africa  against  the  hyacinths, 
which  hamper  boating  and 
provide  a  home  for  snakes, 
mosquitoes,  and  the  snails 
that  are  responsible  for  river 
blindness. 


FOR  DIABETICS,  A 
HEALTHY  CANDY  BAR 


millions  of  AMERICANS 

have  been  diagnosed 
with  type  II  diabetes — 
meaning  they  don't  need 
daily  insulin  injections 
but  must  exercise,  moni- 
tor their  diet,  and  give 
up  sweets.  Even  small 
quantities  of  confections 
can  cause  their  blood 
sugar  levels  to  soar 
dangerously. 

But  someday  their  di- 
ets might  include  a  special 
candy  bar.  Doctors  at  the 
University  of  Maryland  at 
Baltimore  have  just  com- 
pleted a  yearlong  study  of 
D-tagatose,  a  sugar  found 
in  yogurt  and  some 
cheeses.  Reporting  at  a 
June  meeting  of  the 
American  Diabetes  Assn., 
they  described  how  eight 
mildly  diabetic  individuals 
and  eight  control  subjects 
were  given  D-tagatose 
prior  to  getting  a  stan- 
dard dose  of  glucose  used 
in  diabetes  testing.  The 
substance  blunted  the 
peak  in  blood  sugar  that 
normally  occiu's  after  sub- 
jects receive  glucose.  A 
second  year  of  tests  will 
help  deteraiine  possible 
side  effects. 

D-tagatose  was  devel- 
oped in  the  late  '80s  as  a 
nonfat  sweetener  by  Bio- 
spherics  Inc.  of  Beltsville, 
Md.,  which  holds  patents 
on  its  use.  During  animal 
tests,  researchers  noticed 
its  medicinal  effects.  D- 
tagatose  has  roughly  the 
same  sweetness  as  su- 
crose and  will  soon  be 
marketed  in  Australia  as 
food  ingredient,  says  Lee 
Zehner,  Biospherics'  vice- 
president  for  science  ser- 
vices. U.  S.  trials  could 
take  another  two  to  five 
years.  Neil  Grot 


FOR  FURTHER  INFORMATION:  Go  to  Business  Week  Online  at  America  Online  or  E-mail  dtwjun' 


i@businessweek.com 


The  Computer  Museum 

thanks  all  of  its  supporters 
who  have  ensured  a  passion  tor  computmg 

is  passed  on  to  the  next  generation 


Sprint 

Presents  tor  1996 

□  □□□ 
□□□□ 
□□□□ 

Co-sponsored  by 
The  Computer  Museum 


The  Comparer  Museum's  Eighrh  Annual  Comparer  Bowl 
was  presenred  by  Sprinr,  iTid.iy.  Ma)'  17,  19s)6,  ar 
Sanra  Clara,  CA.  Convention  Cenrer  .ind  The  Comparer  Museum,  Bosron. 

Ten  mdustry  leaders  compered  m  ,i  one-hour  trivia  contest 
about  compuring,  which  was  aired  as  a  special  edirion  of  PBS' 
"Comparer  Chronicles"  m  early  lane.  1996. 

The  Computer  Bowl  is  an  annual  projecr  that  supports 
the  computer  education  programs  of  The  Computer  Museum,  Boston. 


The  West  Coast  Team:  Steve  Blank,  Rocket  Science  Gomes  (Coptoin), 
Dove  Anderson,  Amdahl  Corporation,  Gordon  Eubonks,  Symantec  Corporation, 
Eric  Schmidt,  Sun  Microsystems,  and,  Magdolena  Yesil,  CyberCash 
The  East  Coast  Team:  Paul  Gillm,  Computerworld  (Captain), 
George  Colony,  Forrester  Research;  Judith  Hurwitz,  Hurwitz  Consulting; 
Ted  Leonsis,  America  Online,  and,  Steve  Mills,  IBM  Software  Solutions 
The  Questioners:   Heidi  Roizen,  Apple  Computer  and 
Sfev^art  Chiefet,  "Computer  Chronicles 

The  "Cameo"  Questioners:   Gilbert  Amelio,  Apple  Computer; 
More  Andreeson,  Netscape,  Steve  Wozniak,  Unuson  Corp.,  Gerry  Yang,  Yahoo 
The  Judges:  John  Doerr;  Kleiner  Perkins  Caufield  &  Byers, 
and.  Bob  Frankston,  Microsoft. 
The  Bowl  Script:  Chris  Morgan 

The  Scorekeeper:  Steve  Golson,  Tnlobyte  Systems 
The  Auctioneer:  Ursula  Hermancmski,  Christies 
The  Sponsors:   Spnnt,  The  Presenter; 

Computerworld,  The  Most  Valuable  Player  Awards  Sponsor, 
Intel  Corporation,  The  Officio!  Microprocessor 
Official  Sponsors:    ACM;  Adaptec;  Apple  Computer; 
Bay  Networks;  Coopers  &  Lybrand,  LLP;  Kleiner  Perkins  Caufield  &  Byers, 
The  Nasdaq  Stock  Market;  Network  General  Corporation, 
Powersoft  Corporation,  Stratus  Computer,  and,  Symantec 
Medio  Sponsors:   Business  Week,  Byte,  CIO,  Communications  of  the  ACM,  Computerworld, 
ENT,  Forbes  ASAP,  Gome  Developer,  Information  Week,  InfoWorld,  Interactions, 
LAN  Times,  Midrange  Systems,  Network  World,  OS/2  Developer,  PC  Week,  Software  Development, 
Software  Magazine,  The  Red  Herring,  UNIX  Review,  Upside,  Web  Techniques,  Wired 
In-Kind  Sponsors:    1  1  85  Design,  A  Wild  Flower,  American  Airlines,  America  Online, 
jmputer  Literacy  Bookshops,  Cunningham  Communication,  Gordon  Liquors,  K&L  Wine,  Muller  Printing, 

PCTV  -  "Computer  Chronicles,"  Woce  Graphics 
Table  Patrons:   ACM,  Apple  Computer,  Coopers  &.  Lybrand,  LLP,  Cunningham  Communication, 
Forrester  Research,  IBM,  Miller  Shandwick  Technologies,  The  Nasdaq  Stock  Market, 

Sun  Microsystems,  The  Weber  Group 
The  1996  Bowl  Committee:  Kathleen  Sulgit-Johnson,  Co-Chair,  Mark  Johnson,  Co-Chair, 
irett  Bondi,  Vince  Emery,  Joanne  Ehnch,  Colleen  Gleason,  Catherine  Keller,  Diane  Nelson,  Lisa  Payne, 

Kelli  Richards,  Dornt  Saviers,  Linda  Marie  Strunk,  Greg  Welch 


For  information  on  The  1  997  Computer  Bowl,  please  call  41  5.323.  1  909  or  e-mail  welsh@tcm .ore . 
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1  Biisinessi 


EDITED  BY  AMY  DUNKIN 


THERE'S  MORE  TO 

A  NEST  EGG  THAN  A  401(k) 


So  you  got  the  promo- 
tion. The  new  job  is 
everything  you  hoped 
for.  And  the  raise  that  comes 
with  it  is  finally  going  to  let 
you  max  out  your  401(k)  con- 
tributions. The  federal  gov- 
ernment says  you  can  shel- 
ter up  to  $9,500  a  year  in 
pretax  income  in  a  401(k)  re- 
tirement plan.  But  you 
haven't  been  setting  aside 
anything  close  to  that.  Now 
you  can.  Or  can  you? 

The  problem  is,  if  you're 
making  $66,000  or  more  a 
year,  the  Internal  Revenue 
Service  classifies  you  as  a 
highly  compensated  employ- 
ee. And  if  not  enough  lower- 
paid  workers  at  your  compa- 
ny are  participating  fully  in 
the  401(k)  plan,  the  iRS  limits 
what  you  can  Idck  in.  Techni- 
cally, the  IRS  restricts  your 
contributions  to  the  average 
percentage  of  salary  forked 
over  by  those  making  less 
than  $66,000,  plus  2%.  So 
if  most  employees  are 
salting  away  just  4%  of 
their  income,  you  will  be 
held  to  6%. 

PENDING  BILL.  That  could 
still  leave  you  far  short 
of  the  $9,500  maximum. 
It  could  also  leave  you 
worried  that  you're  un- 
derfunding  your  retire- 
ment. So  what  do  you  do? 
Relief  may  be  on  the 
way.  A  bill  passed  on 
May  22  by  the  House  of 
Representatives  and  now 
awaiting  action  by  the 
Senate  could  let  "highly 
compensated"  employees 
put  more  pretax  money 
into  thfir  401{k)s.  "That's 
one  we  think  will  pass," 
says  RijbL'rt  Liberto,  a 
vice-pre~ident  at  Siegal 
Co.,  a  bf^  iefits  consultant 
based  in  Mew  York. 
Even  if  the  i-ules  don't 


change  quickly  and  your 
401(k)  contributions  are 
capped,  remember  that  in- 
creasing your  savings  for  re- 
tirement is  still  a  sound  goal. 
Too  many  people  who  nm  up 
against  a  wall  in  their  401(k)s 
fail  to  considei'  other  options, 
says  Will  Bashan,  president 
of  Cigna  Financial  Services,  a 
Hartford-based  retirement- 
advisory  company.  They  in- 
clude aftertax  contributions 
to  company  plans,  individual 
retirement  accounts,  or  tax- 
deferred  annuities.  The  goal, 
planners  say,  is  to  save 
enough  during  working  years 
to  generate  60%  to  80%  of 
your  income  for  every  year 
past  retirement.  Even  if  they 
now  deposit  the  $9,500-a-year 
maximum,  people  making 
$200,000  or  more  will  need 
added  savings  to  reach  that 
target. 

Start  by  asking  the  bene- 


fits manager  if  yoiu-  company 
has  a  nonqualified  savings 
plan  separate  from  the  pen- 
sion or  401(k)  plan  that  al- 
lows you  to  defer  income  un- 
til resignation  or  retirement. 
Because  of  the  cost  of  set- 
ting up  and 
maintaining 
these  plans, 
they  are  typically  available 
only  at  big  corporations  such 
as  Exxon,  IBM,  and  McDon- 
ald's, and  they're  restricted 
to  highly  paid  management. 
The  Profit  Sharing/  401(k) 
Council  of  America  estimates 
that  50%  of  coiporations  with 
1,000  to  5,000  employees  now 
offer  nonqualified  savings 
plans.  However,  "if  youi*  com- 
pany doesn't  have  one,  ask 
to  put  one  in,"  suggests  the 
council's  president,  David 
Wray.  "The  iRS  has  issued 
regulations  in  the  last  year 
that  make  it  veiy  easy  to  co- 


INVESTING 


Options  if  Your  401(k) 
Contributions  Are  Capped 

FUND  AN  INDIVIDUAL  RETIREMENT  ACCOUNT  You  won  t  get 

the  tax  deduction,  but  earnings  on  your  contribution  of  up  to 
$2,000  a  year  grow  tax-deferred.  Downside:  You  pay  a  10% 
penalty  if  you  withdraw  money  before  age  591/2. 

ASK  YOUR  EMPLOYER  about  "wraparound"  and  other  non- 
qualified savings  plans  that  can  be  set  up  to  mirror  a  401(k)'s 
investments.  Generally,  these  plans  are  available  only  to  top 
officers  of  a  company.  Downside:  Your  money  could  be  at  risk 
if  the  company  fails  or  mismanages  the  funds. 

BUY  A  TAX-DEFERRED  VARIABLE  ANNUITY  Offered  by  insur 
ance  and  mutual-fund  companies,  these  investment  contracts 
can  be  purchased  for  as  little  as  $1,000  and  permit  regular 
contributions.  Downside:  Annual  fees  run  up  to  1.4%  of  assets. 

CREATE  AN  INVESTMENT  ACCOUNT  strictly  for  retirement 
funds.  You'll  still  face  yearly  taxes  on  capital-gains  income,  but 
if  you're  lucky,  Congress  will  lower  the  28%  capital-gains  rate, 
and  you  could  still  generate  a  sizable  retirement  nest  egg. 
Downside:  Income  won't  grow  tax-deferred. 

DATA.  BUSINESS  WEEK 


ordinate  a  401(k)  vrith  a  non 
qualified  plan,"  he  says. 

One  type  of  nonqualifle 
plan  lets  eligible  employee 
put  their  $9,500  401(k)  pre 
tax  limit  into  a  "wraparound 
or  "mirror-401(k)"  accoun 
that  mimics  the  fimd  choice 
of  the  regular  401(k). 
yearend,  the  company  calci 
lates  how  much  can  be  lega 
ly  shifted  into  the  401(k)  an 
how  much  must  remain  in 
nonqualified  plan.  The  moi 
ey  that's  left  out  of  the  4O10 
essentially  becomes  deferrc 
compensation.  Since  it's  ii 
vested  in  the  same  fimds 
the  401(k), 
will  general 
income  ta: 
deferred  until  the  employe 
is  ready  to  vrithdraw  it.  I 
that  point,  ordinary  incon 
taxes  will  be  due.  Anoth 
type  of  plan  allows  only 
tertax  contributions.  Howe 
er,  the  potential  risks 
putting  aftertax  money  m 
such  nonqualified  accoun 
has  sharply  limited  their  us 
RISKY.  Indeed,  because  coi 
panies  set  their  own  niles 
withdrawal  and  investmen 
nonquahfied  plans  aren't  i 
the  fainthearted.  They  laji 
the  protection  and  regulate 
oversight  of  401(k)s.  So  if  1 1 
company  goes  bankru 
or  mismanages  the  m( 
ey,  you  could  lose  evei; 
thing.  And  unlike  401 1 
or  IRA  money,  these  s. 
ings  cannot  be  rolled  o\ 
to  another  outside  pL 
If  you  leave  the  com] 
ny,  you'll  most  likely  h; 
to  liquidate  the  accoije. 
and  pay  the  taxes, 
perts   say   participai . 
must  know  enough  ab(ioi 
how  the  money  vrill  be 
vested  and  the  comparl 
financial  health  to  be 
fit.  "You've  got  to  do  y 
homework  on  a  nonqu 
fied  plan  to  make  it  w 
for  you,"  says  Bashan, 
On  the  positive  si 
nonqualified  plans  have^ 
penalties  or  time  lin 
on  withdrawals.  Also, 
cause  the  iRS  tests  ove 
retirement-plan  partid  ^. 
tion  at  midyear,  the 
elusion  of  contributions , 



-■'■nil 


Even  a  maxed-out  401(k) 
may  not  generate  60%  of 
your  income  at  retirement 


ly 

executives 

yearend  boosts  the 
mt  of  pretax  money  they 
set  aside  in  any  given 

hether  you  have  access 
nonqualified  plan  or  not, 
way  you  should  supple- 
your  401  (k)  is  by  fund- 
in  IRA.  Of  course,  you 
:  be  able  to  use  pretax 
!y  because  the  ira  re- 
,s  such  contributions  to 
'    making    less  than 
00  a  year  and  who 
.  already  covered  by  a 
on  plan.  But  you  still 
the  advantage  of  tax- 
red  growth  on  your 
f  aftertax  contribution 
to  $2,000  (or  $4,000  for 
,nd  your  spouse),  iras 
expensive,  widely  avail- 
rom  banks  and  mutu- 
■  d  companies,  and  easy 
: 've.  Growth-stock  mu- 
.1  mds  that  kick  off  plen- 
c  'apital  gains  make  good 
L  ivestments.  The  one 
)  eeping    chore  you'll 


have  is  to  file  Form  8606 
with  your  income  tax  return 
every  year  you  make  a  nond- 
eductible IRA  contribution. 

A  tax-defeiTed  variable  an- 
nuity set  up  to  allow  for  au- 
tomatic deductions  is  another 
way  to  augment  your  retire- 
ment savings.  Like  401(k)s 
and  IRAS,  taxes  on  annuity 
income  don't  come  due  until 
the  money  is  withdrawn.  By 
then,  you  should  be  in  a  low- 
er bracket  to  reduce  the  tax 
bite.  But  annuities  carry 
some  significant  fees,  so  con- 
sider them  only  after  fully 
funding  a  lower-cost  ira. 
Count  on  forking  over  1%  to 


1.4%  of  assets  each  yeai*.  And 
be  aware  that  you  might 
have  to  pay  penalties  of  5% 
to  8%  for  withdrawing  money 
from  an  annuity  in  the  early 
years.  That's  why  they're 
best  for  people  with  15  to  20 
years  to  go  before  retire- 
ment. "If  you're  not  in  for 
the  long  teiTn,  there's  no  ben- 
efit," cautions  Cigna's  Bashan. 

Many  of  the  newer  annuity 
products  offer  multiple  in- 
vestment options  that  act  like 
an  asset-allocation  mutual 
fund.  Cigna's  Accrue  Annu- 
ity, for  instance,  allows  cus- 
tomers to  direct  contributions 
by  percentage  to  a  variety  of 


fixed-income, 
gr'owth-stock,  and 

small-cap  stock  accounts. 
American  Skandia  Market- 
ing's Advisor's  Choice  II  of- 
fers 23  investment  choices. 
Start  an  account  with  Put- 
nam Investment's  Capital 
Manager  for  $1,000,  and  you 
can  make  followup  deposits 
of  as  little  as  $100  a  month 
with  automatic  monthly  de- 
ductions fi'om  a  bank  account 
or  paycheck. 

If  you're  over  55  and  an  an- 
nuity doesn't  make  sense,  you 
might  be  better  off  creating  a 
taxable  investment  account 
eannai'ked  specifically  for  re- 
tii'ement  savings.  Any  mutual- 
fimd  company  will  let  you  set 
up  a  system  for  regular  auto- 
matic contributions.  And  while 
you'll  have  to  pay  yeai'ly  taxes 
on  capital  gains,  you  still  have 
time  to  accnie  a  sizable  sum 
before  you're  ready  to  retii'e. 
That  should  come  in  handy 
when  you  crack  your  401(k) 
nest  egg  and  find  it's  not  as 
rich  as  you  had  hoped  it  would 
be.  Gary  McWilliams 
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USING  A  MOUSE 

TO  HUNT  FOR  A  HOUSE 


Bill  and  Eileen  Calla- 
han actually  enjoyed 
their  recent  search 
for  a  home.  That's 

because  they  did  much  of  tlie 
hunting  from  the  comfort  of 
their  living  room  in  Piano, 
Tex.  In  just  a  few  hours  of 
surfing  the  World  Wide  Web, 
the  Callahans  researched  the 
towns  suiTounding  Flor- 
ham  Park,  N.J.,  the  site 
of  Bill's  new  job  as  a 
marketing  director  for 
AT&T.  They  decided 
which  community  they 
wanted  to  live  in  and 
which  10  houses  they 
were  interested  in  visit- 
ing. After  arriving  in 
New  Jersey  for  one  day 
of  looking,  they  bought 
a  home.  "Consumers  no  ~~ 
longer  have  the  time  to 
drive  around  house- 
hunting  every  week- 
end," says  Robert  Beck- 
er, president  of  Coldwell 
Banker  Realtors'  North- 
eastern region.  "They 
want  information  on 
their  terms,  fast  and 
easy,  with  no  strings  4 
attached." 

Real  estate  professionals 
are  paying  attention.  They're 
making  it  increasingly  conve- 
nient and  efficient  for  the 
tiine-scjueezed  family  to  find  a 
home  without  ever  setting 
foot  in  an  agent's  office.  The 
latest  sales  tools  include  the 
Internet,  cable  TV,  pushcarts 
in  malls,  interactive  kiosks, 
and  videos. 

Tlie  Inteniet  is  the  fastest- 
growing  new  sales  tool.  At 
the  beginning  of  1995,  some 
300  Web  sites  canned  real  es- 
tate information;  today,  there 
are  more  than  7,000,  says 
Iverson  Moore,  spokesperson 
for  the  National  Association 
of  Realtors. 

Some  Web  pages  provide 
useful  general  information, 
such  as  median  house  price 


in  a  community  and  percent 
of  high  school  students  who 
go  to  college.  They  may  also 
help  you  figure  out  your 
mortgage  payments  or  how 
much  you  can  afford  to  pay 
for  a  new  house.  Then,  there 
are  the  listings,  which  gen- 
erally include  a  photo,  a  bnef 
description  of  the  home,  and 
the  agent's  phone  number. 
But  the  inventory  is  slim: 


cities  by  yearend.  Coldwell 
Banker  (http://www.coldwell 
bankercom),  the  largest  com- 
pany-owned real  estate  fii'm, 
posts  about  100,000  homes. 
Other  sites  worth  visiting: 
Real  Direct  (http://www.real 
direct.com)  and  Homes  and 
Land  Magazine  (http://www. 
homes.com/Welcome.html). 
While  the  con- 
tent can  be 
good,  the  technology  isn't 
perfect:  At  several  sites,  the 
infoi-mation  requested  did  not 
appeal'. 

If  you  would  rather  cHck 
your  TV  remote  control  than 
your  PC  mouse,  try  tuning 


REAL  ESTATE 


Check  out  the  Internet, 
cable  TV,  realtors'  videos, 
and  interactive  mall  kiosks 


EILEEN  AND  BILL  CALLAHAN  WITH  THEIR  DAUGHTERS  AT 
THE  HOUSE  THEY  FOUND  THROUGH  AN  ONLINE  SERVICE 


Only  about  8%  of  the  4  mil- 
lion houses  for  sale  in  the 
U.S.  are  advertised  online, 
according  to  Moore. 

Where  should  you  begin 
your  online  house  hunt?  The 
National  Association  of  Real- 
tors' Web  site  (http://www. 
realtor.com)  is  a  good  starting 
point.  The  gi'oup  claims  it  has 
250,000  listings  in  37  cities 
and  expects  500,000  in  50 


into  your  local  cable-TV  chan- 
nel. A  gi'owing  number  of  re- 
altors are  advertising  homes 
there.  Agents  buy  four- 
minute  time  slots  to  show 
photos  of  homes,  with  the 
price  and  the  broker's  pictui'e 
and  phone  number.  "I  have 
gotten  a  tremendous  number 
of  sales  leads  fr-om  cable  TV," 
says  Simon  Geiger,  an  agent 
with    re/max  Spoonriver 


Realtors  in  New  City,  N.  \ 
Some  fii'ms,  such  as  Ebb 
HaUiday  Realtors  in  Dalla 
and  Piudential  Krause  Rea 
ty  in  Cuyahoga  Falls,  Ohi( 
even  have  their  own  3C 
minute  TV  shows  that  advei 
tise   homes   holding  ope 
houses  for  the  coming  wee! 
end.  Call  your  cable  compan 
to  inquire  aboi 
a  home-adve: 
rising  channel  in  your  area 
Say  you've  fallen  in  Ioa 
with  a  house  you  saw  on  f< 
cable-TV  show  or  read  aboi « 
in  an  ad.  Phone  the  agen  ie 
It's  possible  that  he  or  si  n; 
can  send  you  a  video  sho\  » 
ing  someone  walkir 
through  and  describir  r 
the  house.  HomeScopi: 
an  Irving  (Tex.)  compjiK 
ny,  produces  videos 
realtors  to  send  to 
tential  buyers. 
"COMFORTABLE." 
convenient  than 
living  room  but  easi 
accessible  is  the  near  k| 
shopping  mall.  Realtc  f;l 
have  discovered 
these  high-traffic  are 
are  ideal  places  to 
up  shop.  Often, 
I'ent  a  booth  or  pushc^fc 
to  display  photos 
liomes  for  sale.  "Cdii 
sumers  initiate  the  cqdi 
tact  with  the  agent, 
they're  more  comfo  i 
:ible  and  unintimidat  it: 
the  sales  process,"  ss 
Brenda  Cyr  Sinclair,  a 
owner  of  three  Century 
Quality  Homes  Realty  offi 
in  northern  Virginia,  wh(  li 
she  has  two  carts  in  lo 
malls.  About  35%  of  her  cc 
pany's  annual  sales  are  ft 
cart  customers. 

Prudential  Real  Est 
Affiliates  are  among  the  t 
kers  rolling  out  interact; 
kiosks  in  malls.  These 
consumers  to  touch  a  serint 
to  view  homes  and  conuler 
nity  information.  Poten 
buyers  are  then  directed  ti 
agents. 

While   these   new  ti 
won't  be  the  definitive  ansL 
to  all  of  your  relocation  p3 
lems,  they  can  help  you  fiii  ^ 
new  house  without  leav 
home.  Toddi  Gu\ 
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iW  WEAPONS  TO 
iAT  BACK  DIABETES 


i  Hernandez  must 
up  with  needle 
s  several  times  a 
'  to  inject  insulin 

measure  his  blood  sugar 
use  he  has  diabetes.  He 
has  to  watch  his  diet 
fully,  even  counting  how 
y  grapes  he  eats  be- 
'n  his  news  and  traf- 
gports  for  a  Houston 
3  station.  Since  1987, 
n  Hernandez  was  di- 
)sed  with  diabetes  at 
he  says,  "Juggling 
blood  sugar  so  it  fits 
activity  level  has 
1  a  constant  battle. 
I  hold  out  hope  that 
-'11  come  up  with 
ething  to  make  it  all 
tie  easier" 
iickily  for  Hernandez 
the  8  million  other 
etes  sufferers  in  the 
.,  recent  develop- 
ts  in  drugs,  gene  re- 
ch,  transplant  tech- 
les,  consumer 
lucts,  and  diet  have 
*ed  new  optimism. 

have  new  arma- 
ts  with  which  to  at- 
a  disease  that  im- 
,s      a  significant 
nent  of  the  popula- 
,"  including  another 
illion  or  so  people 
have  the  ailment 
don't  know  it  yet, 
Dr  Frank  Vinicor, 
ident  of  the  Ameri- 
Diabetes  Assn.  (ADA) 
director  of  the  dia- 
;  imit  at  the  Centers 
Disease  Control  in 
ata.  "Diabetes  is  a 
endous  pubhc-health 
em,  which  costs  this 
try  more  than  .$90 
n  annually." 
is  chronic  disorder 
aracterized  by  high 
;  of  blood  sugar,  or 
3e,  caused  by  inade- 
'  production  of  or 
:ance  to  the  hor- 


mone insulin.  Imagine  the 
body  as  a  big  party  where 
every  cell  wants  to  meet  up 
with  an  energy-filled  glucose 
molecule  but  has  to  wait  for 
insulin,  a  mutual  friend,  to 
make  the  introductions.  If  in- 
sulin isn't  around  (as  in  type 
I,  or  juvenile  diabetes)  or  if 
the  cell  is  unawai'e  of  insulin's 
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overtures  on  glucose's  behalf 
(type  II,  or  adult-onset  dia- 
betes), there's  no  match.  The 
lonely  cells  grow  listless  and 
die,  while  idle  glucose  goes 
on  to  wi-eak  havoc  elsewhere, 
leading  to  such  complications 
as  blindness,  heart  disease, 
stroke,  and  infections  result- 
ing in  amputations. 

To  avoid  the 
deleterious  ef- 
fects of  glucose  i-unning  amok 
in  their  bodies,  people  with 
diabetes  have  for  decades  re- 
lied on  careful  dieting  (glu- 
cose is  derived  in  varying 


HEALTH 


What  To  Look  For 

SYMPTOMS  Frequent  urination,  unusual  thirst,  extreme  hunger, 
unusual  weight  loss,  extreme  fatigue,  irritability,  frequent  or  recurring 
infections,  blurred  vision,  cuts  or  bruises  that  are  slow  to  heal, 
tingling  or  numbness  in  the  hands  and  feet. 

RISK  FACTORS  Family  history  of  diabetes.  Being  overweight. 
Not  exercising  regularly.  Being  age  55  or  older.  Having  a  baby  who 
weighed  more  than  nine  pounds  at  birth.  Belonging  to  one  of  the 
following  ethnic  groups:  African  American,  Hispanic,  Native  American. 


amounts  from  food),  insulin 
injections,  or — in  the  case  of 
type  II  diabetes — drugs 
caUed  sulfonyku-eas  that  stim- 
ulate insulin  }3roduction  in  the 
pancreas  in  the  hope  that  the 
body  will  respond  better 
when  more  of  the  hormone 
is  available.  In  the  past  year, 
however,  new  medications 
have  emerged 
that  take  a  dif- 
ferent approach.  "These 
ch"ugs  operate  by  mechanisms 
that  are  entu'ely  distinct  from 
what  was  available,"  says  Dr 
Lisa  Newman,  an  endocrinol- 
ogist at  New  York's  Mt.  Sinai 
Hospital. 

"EXPLOSION."  Ap- 
proved for  use  on 
type  II  diabetes  but 
having  applications 
in  cases  of  tyj^e  I  as 
well,  the  new  drugs 
are  metformin  (sold 
as  Glucophage  by 
Bristol-Myers 
Squibb),  which  in- 
hibits glucose  pro- 
duction in  the  liver, 
and  acai'bose  (sold  as 
Precose  by  Bayer), 
which  slows  the  con- 
version of  carbohy- 
drates into  glucose 
in  the  intestines. 
Also  promising  is 
troglitazone  from 
Warner-Lambert's 
Parke-Davis  sub- 
sidiary. In  its  final 
stages  of  clinical 
testing,  this  drug 
acts  on  skeletal  mus- 
cle cells  to  increase 
insulin  sensitivity 
and,  therefore,  glu- 
cose uptake. 

Because  the  new 
medications  lower 
blood-glucose  levels 
in  different  ways, 
"there  has  been  an 
explosion  in  the  com- 
bination use  of  drags 
to  treat  diabetes," 
says  Dr  Philip  Or- 
lander,  an  endocrinol- 
ogist at  the  Univer- 
sity of  Texas- 
Houston  Health  Sci- 
ence Center.  "They 
work  together  to  get 
blood  sugar  down." 
Furthermore.  the 
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would  destroy  the  islet  cells 
before  they  could  do  any 
good,"  says  Soon-Shiong.  He 
developed  a  semipermeable 
membrane  derived  from  sea- 
weed to  enclose  the  cells, 
thus  allowing  insulin  to  flow 
out  while  barricading  them 
against  marauding  antibodies. 
While  the  procedure  almost 
obviates  a  patient's  need  for 
insulin  injections,  it's  expen- 
sive—$20,000  to  $40,000— and 
it  must  be  repeated  every 
two  years  or  so. 
Still,  experts  say 
it's  a  positive  de- 


a  host  of  new 
products  are  out 
to  help  them  con- 
ti'ol  blood-glucose 
levels.  Today's 
syringes  are 
smaller  and 
sharper,  with 
special  coatings 
that  make  injections  less 
painful.  There  are  even  in- 
sulin "pens"  that  look  like 
fountain  pens  and  come  with 
disposable,  premeasured  car- 
tridges of  the  hormone.  If 
you  want  to  avoid  needles  al- 
together, devices  called  jet 


New  medicines,  redesigned 
needles,  faster  acting 


drugs  don't  cause  weight 
gain,  a  common  side  effect  of 
sulfonylureas.  Packing  extra 
pounds  is  especially  harmful 
for  diabetics  because  it  in- 
creases insulin  resistance. 

Ti'oglitazone  and  metfonnin 
are  thought  to  have  preven- 
tive effects,  too.  On  June  10, 
the  National  Institutes  of 
Health  (nih)  announced  plans 
to  use  both  drugs  in  its  Dia- 
betes Prevention  Program 
(DPP),  a  nationwide  trial  to 
discover  ways  to 
stave  off  the  dis- 
ease and  its  com- 
plications among 
people  who  are  at 
risk.  "Our  hope  is 
to   delay   if  not 
eliminate  the  need 
for  more  intensive 

^in^^^^,  insulin:  Such  advances  are  making  life 
Stm'ln,  tiif  easier  for  America's  8  million  diabetics 

du-ector  who  over- 
sees the  program. 

If  insulin  is  necessary,  a 
new  type  will  be  available 
this  summer.  Eli  Lilly  re- 
cently r-eceived  approval  from 
the  Food  &  Drug  Adminis- 
tration to  market  lispro 
(trade  name  Humalog),  a  fast- 
acting  insulin.  Humalog  can 
be  injected  just  prior  to  a 
meal,  rather  than  30  minutes 
before  eating,  as  with  other 
brands.  Another  bright  spot 
on  the  horizon  is  pimagedine, 
a  drug  currently  under  de- 
velopment by  Alteon.  Like 
insulin,  it  grabs  onto  glucose 
before  it  has  time  to  build  up 
into  a  sugary  mess  in  the 
bloodstream. 

SAVVY  SHIELD.  There  is  also 
encoui'aging  news  on  the  sur- 
gical front.  A  new  procedure 
reduces  the  risk  that  the 
body  of  a  patient  with  type  I 
diabetes  will  reject  trans- 
planted insulin-producing 
cells.  Di-.  Patrick  wSoon-Shiong, 
chairman  of  VivoRx,  a  Santa 
Monica  (Calif.)  biopharmaceu- 
tical  company,  has  accom- 
plished three  successful  trans- 
l)lants  of  islet  cells  from  the 
pancreas  as  part  of  an  FDA- 
sanctioned  clinical  trial.  "The 
problem  with  replacement 
therapy  before  was  that  the 
body's  own  immune  system 
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velopment,  and 
the  costs  should 
come  down  over 
time. 

Genetic  inves- 
tigations ai'e  also 
going  well.  After 
a  painstaking  15- 
year  search,  re- 
searchers at  the  LIniversity 
of  Texas-Houston  Health  Sci- 
ence Center  announced  on 
May  30  that  they  are  closing 
in  on  the  gene  that  causes 
diabetes.  "We  have  narrowed 
down  the  area  where  the 
gene  is  to  just  a  tiny 
sliver"  of  one  chromo- 
some, says  Dr  Craig 
Hanis,  professor  of 
human  genetics.  Iso- 
lating the  gene  has 
implications  not  only 
for  diagnosis  but  also 


injectors,  such 
as  Freedom  Jet 
by  Health-Mor 
Personal  Care 
($795)  and  Vita- 
jet,  by  a  phar- 
maceutical outfit 
of  the  same 
name  ($1,590), 
f(  irce  insulin  tlirough  the  skin 
with  pressure  instead  of  a 
puncture. 

The  latest  blood-glucose 
meters  still  require  a  finger 
prick,  but  they  have  been  re- 
duced to  the  size  of  a  credit 


Sources  For 
More  Information 


AMERICAN  ASSOCIATION  OF  DIABETES 

EDUCATORS,  444  North  Michigan  Ave.,  Suite 
.ux  u.agnu....  uu.  a..u     ^240,  Chicago,  III.  60611;  800  832-6874      ,  """" 

for  treatment.  Says     dramatic 

AMERICAN  DIABETES  ASSN.,  1660  Duke  St., 
Alexandria,  Va.  22314;  800  232-3472 


the  Ada's  Vinicor 
"We  will  be  able  to 
develop  new  kinds  of 
drugs  to  counteract 
the  proteins  the  gene 


JUVENILE  DIABETES  FOUNDATION 
INTERNATIONAL,  120  Wall  St.,  19th  Floor, 


New  York,  N.Y.  10005;  800  223-1138 


card  and  are  oi 
ten  self-cleaning 
Many,   such  a 
Precision  Q.  1. 1 
by  Medisen 
(about  $40),  hav 
downloading 
pabilities 
transfer  inform 
tion  to  a  patient's  or  doctor 
computer.  And  Medilife  h; 
just  released  BalancePC  Di 
betes  Software  ($(30),  whic 
offers  a  comprehensive  di 
betes-tracking  system 
Windows-based  computers 
integrates  meter  reading 
drugs,  insulin 
jections,  food  co: 
sumption,  ar 
even  moi 
changes  to  provii 
patients  with  cle 
short-  and  Ion 
term  pictures 
their  health. 
BALANCE.  Final 
diets   for  peop 
with  diabetes  ha 
become  less  restrictive, 
used  to  ignore  the  big  p 
ture  by  getting  caught 
with  the  glycemic  index 
foods,"  says  Marion  Fra 
director  of  nutrition  at  tj 
International  Diabetes  Ct 
ter  in  Minneapolis,  referri 
to  the  measurement  that 
dicates  how  much  blood  gjtii,?rt 
cose  levels  rise  after  eatini 
certain  food.  Today,  nut 
tionists  no  longer  tell  diab 
ics  to  stay  away  from  swe  ^ 
at  all  costs  but  rather  to  { 
attention  to  their  daily  c ' 
bohydrate  consun  fi 
tion.  "Go  ahead 
have   that  cooki 
says  Franz,  "but  cc 
pensate   for  it 
foregoing  a  piece 
bread  later." 
These  are  times 
impro 

ment  in  the  care  { 
treatment  of  diabelfr 
"Although  we  dc 
have  a  cure  in 
hands  yet,  we 


may  produce,"  which    '   tainly  have 


would  inhibit  the  dis- 
ease. Of  course,  such 
breakthroughs  may 
be  many  years  away. 

For  those  already 
coping  with  diabetes. 


NATIONAL  DIABETES  INFORMATION 
CLEARINGHOUSE,  1  Information  Way, 
Bethesda,  Md.  20892-3560; 
301  654-3327 

DATA.  BUSINESSWEEK 


m 

tools  available  to 
to  minimize  the  pr 
lem,"  says  Vini 
And  that's  m 
without  a  su 
coating.  Kate  Mur^ 


Imagine  Your  Company  Working  Like  This. 


Application  Pius"  is  the  integrated  enterprise 
:ware  that  makes  all  your  systems  work  as  one. 
oothly,  and  toward  a  single  objective. 

Appiicntion  Pius  turns  complex  functions  into 
mple  operation.  So  that  everyone  in  your 
anization  can  get  the  information  they  need, 
m  and  how  they  need  it,  and  share  it  with  those 
)  need  to  know. 

Application  Pius  gets  to  work  quickly, 
\aging  your  enterprise  with  proven,  trouble-free 
ibility,  no  matter  what  your  hardware,  operating 
atabase  system. 

Managing  software  has  suddenly  gotten  a  lot 
2r.  Now  what  more  could  you  ask? 


Daly  &  Wolcott,  Inc.,  21st  Floor,  One  Hospital  Trust  Plaza,  Providence,  RI 02903 
Telephone:  (800)  343-2414,  ext.  251,  Fax;  (401)  351-8484 

Or  visit  us  at  http://www.dalyvi'olcott.com 
Atlanta  •  Chicago  •  Dallas  •  Los  Angeles  •  Providence 
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CONNECTORS 


DON'T  ASK  YOURSELF  IF  IT'S 
POSSIBLE  ASK  FRAMATOME 
TO  MAKE  IT  POSSIBLE 

No,1  nuclear  power  plant  vendor  in  the  world.  No.1  nuclear 
fuel  assembly  manufacturer  in  the  world.  No.1  in  Europe  and 
No. 3  worldwide  in  connector  manufacturing.  A  key  player  in  high- 
tech mechanical  engineering. 

Throughout  the  world,  Framatome  employees  are  displaying 
their  talents.  With  commitment,  they  overcome  technological  chal- 
lenges to  bring  your  projects  to  life. 

FAX  CONTACT    PARIS-FRANCE  33  1  /  47  96  27  74. 


usiness  Week  Index 


ODUCTION  INDEX 


idnge  from  last  week:  0.5"u 
nange  from  last  year:  8  2% 


PRODUCTION  INDEX 

June  1  =  130.2 


 I  ■  ■  1  1  1  I  I  I  I  I  I  L 

June  Oct  Feb  June 

1995  1995  1996  1996 

i  index  IS  a  4-week  moving  average 

production  index  increased  during  the  week  ended  June  1.  Before 
ulation  of  the  four-week  moving  average,  the  index  rose  to  131.4,  from 
.4,  as  the  gams  in  the  seasonally  adjusted  output  of  trucks,  autos,  and 

and  rail-freight  traffic  offset  a  steep  decline  in  electricity  production.  For 
entire  month  of  May,  the  index  increased  to  130,  from  127.3  in  April. 

leading  index  will  be  unavailable  for  an  indefinite  period  of  time. 

nduclion  index  ropynght  1996  bv  The  MrGr.-iw-Hdl  Comp^toie: 


PRODUCTION  INDICATORS 


LATEST 

WEEK 

YEARLY 

WEEK 

AGO 

%  GHG 

STEEL  (6/8)  thous.  of  net  tons 

2,056 

2,023# 

6.9 

AUTOS  (6/8)  units 

138,836 

103,993r# 

-0.3 

TRUCKS  (6/8)  units 

126,049 

85,652r# 

8.3 

ELECTRIC  POWER  (6/8)  millions  of  kilowatt-hrs. 

62,646 

58,952# 

-2.3 

CRUDE-OIL  REFINING  (6/8)  thous.  of  bbl./day 

14,405 

14,468# 

-1.5 

COAL  (6/1)  thous.  of  net  tons 

18,7n# 

18.919 

5.1 

PAPERBOARD  (6/1)  thous.  of  tons 

884. 6# 

898.3 

-5.8 

PAPER  (6/1)  thous.  of  tons 

806. 0# 

784. Or 

-6.2 

LUMBER  (6/1)  millions  of  ft. 

395, 5# 

455.6 

14.6 

RAIL  FREIGHT  (6/1)  billions  of  ton-miles 

23. 1# 

25.0 

4.1 

Sources:  American  Iron  &  Steel   Institute.   Ward's  Automotive  Reports.  Edison  Electric 
Institute.  American  Petroleum  Institute,  Energy  Dept.,  American  Forest  &  Paper 
Association,  WWPAi,  SFPA2,  Association  of  American  Railroads 


ADING  INDICATORS 


LATEST 
WEEK 

WEEK 
AGO 

YEARLY 
%CHG 

CK  PRICES  (6/7)  s&p  500 

673.31 

669.12 

26.3 

IPORATE  BOND  YIELD.  Aaa  6/7) 

7.81% 

7.75% 

5.5 

USTRIAL  MATERIALS  PRICES  (6/7) 

107.7 

108.7 

-5,1 

;iNESS  FAILURES  (5/31) 

NA 

NA 

NA 

L  ESTATE  LOANS  (5/29)  biiiions 

$504,4 

$503. 7r 

4.8 

«EY  SUPPLY,  M2  (5/27)  b.lhons 

NA 

NA 

NA 

riAL  CLAIMS,  UNEMPLOYMENT  (5/25)  thous 

345 

345 

-8.7 

rces:  Standard  &  Poor's,  Moody's,  Journal  of  Commerce  (index    1990=100).  Dun 
adstreet  (failures  of  large  companies),  Federal  Reserve,  Labor  Dept. 

rEREST  RATES 

LATEST 
WEEK 

ERAL  FUNDS  (6/11)                           5  24% 

WEEK 
AGO 

5.23% 

YEAR 
AGO 

6.02% 

AMERCIAL  PAPER  (6/12)  3  month 

5.49 

5.42 

5.96 

TIFICATES  OF  DEPOSIT  (5/12)  3  month 

5.47 

5.40 

5.93 

ED  MORTGAGE  (6/7)  30  year 

8  45 

8.31 

7.75 

USTABLE  MORTGAGE  (6/7)  one  year 

6.01 

5.96 

5.81 

ME  (6/12) 

8.25 

8.25 

9.00 

xes;   Federal  Reserve,  HSH  Associates,  Bloomberg 

Financial  Markets 

PRICES 


LATEST 
WEEK 

WEEK 
AGO 

YEARLY 
%GHG 

GOLD  (6/12)  $/troy  02. 

384.800 

387.650 

-0.5 

STEEL  SCRAP  (6/1 1)  #1  heavy,  $/ton 

138.50 

141.50 

-1.4 

COPPER  (6/8)  e/ib. 

114.5 

122.5 

-16.6 

ALUMINUM  (6/8)  e/ib 

718 

73.8 

-15.5 

COTTON  (6/8)  strict  low  middling  1-1/16  in.. 

t/lb.  81.68 

81.25 

-24.2 

OIL  (6/11)  $/bbl. 

20.02 

20.35 

6.0 

Sources:  London  Wednesday  final  setting,  Chica 
market,  NYMEX 

10  market,  Metali 

Week.  Memphis 

FOREIGN  EXCHANGE 

LATEST 
WEEK 

WEEK 
AGO 

YEAR 
AGO 

JAPANESE  YEN  (6/12) 

109.46 

108.77 

84.55 

GERMAN  MARK  (6/12) 

1,54 

1.53 

1.41 

BRITISH  POUND  (6/12) 

1.53 

1.55 

1.60 

FRENCH  FRANC  (6/12) 

5.21 

5.18 

4.93 

ITALIAN  LIRA  (6/12) 

1550.3 

1544,6 

1648.8 

CANADIAN  DOLLAR  (6/12) 

1.37 

1.37 

1.38 

MEXICAN  PESO  (6/12) 

7.564 

7.448 

5.180 

Sources:   Maior   New  York  banks.   Currencies  expressed   in   units  per  U  S  dollar, 


/  data  in  the  production  indicators  are  seasonally  adjusted  in  computmg  the  BW  index  (chart);  other  components  (estimated  and  not  listed)  include  machinery  and  defense 
iment.   l=Western  Wood  Products  Assn.       2=Southern  Forest  Products  Assn.         3=Free  market  value       NA=Not  available       r=revised       NM=Not  meaningful 


THE  WEEK  AHEAD 


IING  STARTS 

lay,  June  18,  8:30  a.m.EDT>  Housing 
likely  fell  to  an  annual  rate  of  1.48 
n  in  May,  says  the  median  forecast  of 
mists  surveyed  by  mivis  International, 
'  The  McGraw-Hill  Companies.  Hous- 
is  held  up  quite  well  this  year,  even 
g-term  interest  rates  have  risen, 
jumped  5.9%  in  April,  to  1.52  mil- 
iowever,  mortgage  applications  to  buy 
e  have  flattened  out  recently,  sug- 
g  that  demand  is  tapering  off. 

BOOK 

'sday,  June  19,  noonEDT^  The  Fed- 
;serve's  survey  of  its  12  districts  will 
on  a  range  of  economic  trends 


including  price  pressures,  labor  shortages, 
and  retailing,  construction,  and  manufac- 
turing activity.  The  latest  beige  book  is 
being  prepared  in  advance  of  the  monetary 
policy  meeting  on  July  2-3. 

INTERNATIONAL  TRADE 

Thursday,  June  20,  8:30  a.m.EOT  ►  The 
MMS  median  forecast  says  that  the  trade 
deficit  for  goods  and  services  likely  nar- 
rowed to  $8.7  billion  in  April,  from  $8.9 
billion  in  March.  Exports,  which  fell  in 
March,  are  projected  to  have  rebounded  in 
April.  Imports,  which  increased  in  March, 
probably  hit  another  record  in  April.  Still, 
the  U.  S.  trade  deficit  is  expected  to 
decline  through  the  rest  of  the  year,  as 


growth  picks  up  in  the  industrialized 
economies. 

FEDERAL  BUDGET 

Friday,  June  21,  2  p.m.EDT  ►  The  Treasury 
Dept.  will  probably  report  a  budget  deficit  of 
$48  billion  m  May,  up  from  $40  billion  in 
May,  1995.  In  April,  the  U.S.  posted  a 
record  surplus  of  $72.4  billion.  Individuals 
paid  a  record  amount  of  taxes  because  of 
capital  gains  from  last  year's  stock  market 
boom  and  the  final  installment  of  the  1993 
tax  hike  on  wealthy  households.  The  April 
inflow  prompted  the  Congressional  Budget 
Office  to  trim  its  forecast  of  the  fiscal  1996 
deficit  to  just  $130  billion,  down  from  the 
actual  $164  billion  shortfall  in  1995. 


Week, 
Online 

Business  Week  presents 
frequent  live  conferences 
on  America  Online. 
It's  your  opportunity  to  ask 
questions  about  features 
from  the  magazine. 


Sunday  <- 

Where  in  the  world  to  invest? 
Foreign  stocks?'  Emerging 
markets?  High  tech?  Natural 
resources?  BW's  international 
finance  editor,  Joan  Warner, 
leads  a  wide-ranging 
discussion  of  the  magazine's 
annual  Midyear  Investment 
Outlook.  June  16 
9  p.m.  EDT  in  the  Globe 

Monday 

If  you're  sick  and  tired  of 
slow  modem  connections 
between  your  computer  and 
the  outside  world,  ISDN  is  the 
way  to  go — and  it's  easier 
and  more  affordable  than 
ever.  Find  out  more  in  a  live 
online  chat  with  Microsoft's 
Charles  Fitzgerald  and 
Stephen  H.  Wildstrom  of  BW's 
Technology  &  You  column. 
June  17 

8  p.m.  EDT 

BW  Online  Chat  Room 

Transcripts  of  all  conferences 
are  available  for  downloading 
from  the  BW  Online  area  on  AOL 
soon  after  eacti  event. 

For  a  free  trial  diskette 

including  10  free  hours  on         ^      E  ^ 
AOL,  call  1-800-641-4848  //^Tp/f/P^ 

or.H  montinn  Riiginocc  Week.  t/—  


Index  to  Companies 

ThiS'  index  givps  the  starting  page  for  a  stoiy  or 
feature  witti  a  significant  reference  to  a  company. 
Most  subsidiaries  are  indexed  under  their  own  names. 
Companies  listed  only  in  tables  are  not  included. 


Acer  72.76,114 

Acorn  Computer  Group  76 

Addison  Seefeld  &  Brew  64 

Adobe  Systems  (ADBE)  24 

Adolpli  Coors  (ACCOB)  38 

Advanced  RISC  Mactimes  76 

Aeroflot  140 

Aetna  (AET)  62B 

Air  Communications  103 

Air  Fiance  56 

Akai  Electric  76 

Alexion  Pharmaceuticals  6 

Alteon  (ALTN)  163 

American  Airlines  (AMR)  12,48 

American  Home  Products  (AHP)  154 

American  Skandia  Marketing  160 

Andersen  Consulting  110 

Annlaylor  Stores  (ANN)  127 

Anthem  62B 

Apollon  154 

Apple  Computer  (AAPL)  12.64,72, 
76, 83.  96.110.114 
Aramark  66 
Arthur  Andersen  146 
AT8,T(T)  46,48.72, 103. 118, 162 
ATC  52 

B 

Bandai  72.76,96 
Bank  of  Boston  (BKB)  140 
Bankof  East  Asia  42 
Banque  Indosuez  140 
BanquePictet  140 
Bayer  163 

Belling  Three  Creative  52 
Bekaert  42 
Biltmore  Securities  6 
Biospherics  158 
Blue  Cross  &  Blue  Shield  of  Nev» 
Jersey  62B 

Blue  Cross  &  Blue  Shield  of 
Ohio  62B 
BMW  64 

Bosch-Siemens  132 
Bozell  Worldwide  64 
Bristol-Myers  Squibb  (BMY)  163 
British  Ainways  (BAB)  12.48,56 
British  Telecommunications 
(BTY)  46,103 

Brabeck  Phleger  &  Harnson  127 
Brown  (Alex)  127 
Bulletproof  83 

Burlington  Coat  Factory  (BCF)  78 


Cable  &  Wireless  (CWP)  76 
Canal  Plus  38 
Capital  Beta  Network  12 
Cassady &  Greene  24 
CBS  8 

Century  21  Quality  Homes 
Realty  162 
Cephalon  (CEPH)  127 
Cemlean  62B 

Chantal  Pharmaceutical  127 
Chase  Manhattan  Bank  (CMB)  66 
Chrysler  (C)  6,44,64 
CIGNA  (CI)  62B 
Cigna  Financial  Services  160 
Cirrus  Logic  (CRUS)  103 
Citibank  (CCD  6.42 
Citicorp  (CCD  140 
Citrix  System  78 
Coldwell  Banker  162 
Columbia/HCA  (COL)  62B 
Compaq  Computer  (CPQ)  72. 96 
Compass  Group  66 


CompuServe  83 
Conference  Board  36 
Connaught  Laboratories  154 
Continental  Airlines  (CALA)  48 
Cray  Research  12 
Credit  Lyonnais  62 
Credit  Suisse  140 
CS&S  52 


Dataquest  52, 110 
Deutsche  Bank  140 
DHL  48 

Dial  (DL)  37 

Diamond  Multimedia  (DIMD)  24 
Diba  72,76,96,114 
Donaldson  Lufkin  &  Jenrette 
(DU)  150 
Dow  Jones  (DJ)  42 


Eastman  Kodak  (EK)  48,55,170 
Ebara  158 

Ebby  Halliday  Realtors  162 
Electrolux  132 
Electronic  Data  Systems  146 
Ell  Lilly  (LLY)  163 
Empire  Blue  Cross  &  Blue 
Shield  62B 
Eos  Systems  92 
Exhibitor  Relations  38 
EMonfXON)  160 


Fidelity  Investments  140 
Fidelity  Magellan  Fund  (FMAGX) 
First  Union  66 
Ford  (F)  6 

Fuji  Photo  Film  (FUJIY)  48,170 
FurmanSelz  39 


Gap  (GPS)  55 
Gateway  2000  (GATE)  96 
Gemini  McKenna  High  Tech 
Strategies  72 

General  Electric  (GE)  96. 132, 170 
General  Motors  (GM)  6,  39. 44, 48 
Grupo  lusacell  140 
Gucci  58 

H 


Hambrecht  &  Quist  (HMQD  83 
Harrods  58 

Harvey  Nichols  Group  58 

Health-Mor  Personal  Care  163 

Healthscape  6 

Hertz  Schram  &  Seretksy  6 

Hewlett-Packard  (HWP)  110 

HomeScope  162 

HSBC  Investment  Bank  Asia  140 

Hughes  Aircraft  38 


IBM  (IBM)  72,76,78,110.118,160 
Idea  76 
IDEO  114 

Intel  (INTO  46, 72, 76. 78.  83,  92 
International  Data  52,  72 
International  Survey  Research  28 
Iomega  76 


Justonic  Tuning  158 
K 


Kearney  (AT)  36 
Kellogg  (K)  170 
KFC(PEP)  64 
Knowledge  Adventure  92 


Lens  Fund  42 
Levi  Strauss  6, 44 
LoomisSayles  132 
Lucent  Technologies  103 
Lukasfilm  64 

M 


Management  Horizons  Europe  58 
Mann(RW)  12 
Maichon  Eyewear  158 
Massachusetts  Mutual  62B 
lyiatsushita  72,96 
Mattel  (MAT)  72 
Maytag  (MYG)  132 
MCA  78 

McDonald's  (MCD)  56,64,160 
McGraw-Hill  (MHP)  167 
MCI  Communcations  (MClC)  46, 38, 
103 
McKinsey  140 
MedCath  12 
Medilife  163 
Medlmmune(MEDI)  154 
Medisense  (MSNS)  163 
Menatep  Bank  62 
Merck  (MRK)  154 
Merrill  Lynch  (MER)  48,132,140 
Mesa  (MXP)  48 
MGM/UA  64 

Microsoft  (MSFO  52, 72, 76, 78,  83, 
92, 96 

Milberg  Weiss  Bershad  Hynes  i 
Lerach  127 
Mitsubishi  103 
MMS  International  (MHP)  167 
Morgan  (J  R)  (JPM)  140 
Motorola  (MOT)  12,24,96,103,110 
N 


NBA  64 

NBC  (GE)  96 
NEC  12,24,96 
Netscape  Communications 
(NSCP)  6.  72, 76, 92 
NetTV  96 

Network  Wizards  46 
News  Corp  (NWS)  38 
New  York  Knickerbockers  64 
NFL  96 

Nike(NKE)  118 
Nissan  170 
Nokia  103 

Northern  Telecom  (NT)  103 
Northwest  Airlines  (NWAC)  40 


Olivetti  76 

Oneximbank  62 

Gppenheimer  150 

Oracle  lORCL)  72.76.78,103 


Pacific  Communications 

Sciences  103 
P&O  European  Femes  56 
Paramount  Communications  64 
Parke-Davis  163 
Pasteur  Merieux  Serums  & 

Vaccms  154 
Pentagram  Design  114 
Peoples  Bank  (PBCT)  150 
PepsiCo  (PEP)  64,66 
Philips  Electronics  (PHG)  96, 103. 

132 

Pizza  Hut  (PEP)  64 
Planning  &  Forecashng 
Consultants  8 
PointCast  83 
Prudential  62B 
Prudenbal  Krause  Realty  162 
Prudential  Real  Estate  Affiliates  162 
Prudential  Securities  132 
Putnam  160 


RCA  96 

Regional  Financial  Associates  28 


RE/MAX  Spoonriver  Realtors  162 
Republic  New  York  (RNB)  140 
Rhdne-Poulenc  Rorer  (RPR)  46.150  j 
RJR  Nabisco  (RN)  150 
Rosprom  62 
Ryan  Beck  150 


SabreTech  40 
Saks  Fifth  Avenue  58 
Salomon  Brothers  (SB)  150 
Sears (S)  132 
Sega  96 
Selfridges  58 
Siegal  160 
Signature  58 

Silicon  Graphics  (SGI)  6,92,127 
SmithKlineBeecham(SBH)  154 
Smith  New  Court  48 
Sodexho  66 

Sony(SNE)  12.38,64,72.96,110,3 
114,118  I 

SoundView  Financial  146  i 
Southwest  Airlines  (LUV)  12  j 
Sprint  (EON)  46 
Starsight  96 
Stena  Line  56 
Sterling  Software  146 
Stop  &  Shop  (SHP)  150 
Stratton  Oakmont  6 
Studio  96 

Sun  Microsystems  (SUNW)  72, 76, 
78,  83, 103 
SunRiver  76, 78 
Swiss  Bank  140 
SyQuest  Technology  (SYQT)  127 

T 




II 


Taco  Bell  (PEP)  64 
Thomson  Consumer  Electronics  72 
96 

3M(MMM)  8 
Toshiba  96,114 
Touchstone  Soft-ware  (TSSW)  127 
loyota  ffOYOY)  39 
Travelodge  38 
rasahi  8 
Twentieth  Century  Fox  Film  (NWS) 

U 


i 


UBS  Securities  39 
Uniden  76 

Union  Bank  of  Switzeriand  140 
United  Saudi  Commercial  Bank  1 
Universal  Studios  64 
USAir(U)  48 

US  Robotics (USRX)  24,110 
V 


i 


ValuJet  (WET)  40, 127.  58 
Viasoft  (VIAS)  146 
Vical(VICL)  154 
ViewCall  76 

Virgin  Atlantic  Airways  12,48 
Virgin  Group  56 
Virtual  DSP  158 
Vitaiet  163 
VivoRx  163 

W 


•cm 

111 

(ii 
is" 


Wtot 


Wal-Mart  Stores  (WMT)  48 
Walt  Disney  iDIS)  48, 64 
Warner-Lambert  163 
Watson  Wfyatt  62B 
WellPoint  Health  (WLP)  62B 
Whiripool  (WHR)  132 
Wilson  Sporting  Goods  66 
Wyse  Technology  76.  78 

X 


Xerox  (XRX)  92, 118 
Y 


Yankee  Group  103 
Yukos  62 

Z 


tlotji, 


Zenith  Electronics  (ZE)  76, 96 
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ivestment  Figures  of  the  Week 


lENTARY 

iws  on  the  inflation  front  was 
Indeed.  Tfie  producer  price 
for  ttie  month  of  May  actually 
id  consumer  prices  were  up 
smidgen.  But  bonds  tanked. 
;ld  on  30-year  Treasuries 
)  7.19%,  up  from  6.95%  last 
As  one  trader  put  it:  "There's 
5  demand  at  the  long  end." 
ar  is  that  with  employment 
g  and  retail  sales  rebound- 
le  Federal  Reserve  will  soon 
p  rates  no  matter  what  the 
DP  numbers  are  now  showing, 
face  of  rising  rates,  stocks 
do  little  but  retreat. 


June    June  6-12 


1-week  change 

-1.4% 


June  6-12 


THE  DOLLAR 

June      Dec.  June 


-week  change 

2.5% 


June  5-12 


52-weeh  change 


1'Week  change 

+0.4% 


JiKET  ANALYSIS 


%  change 


TOCKS 

Latest 

Week 

52-week 

FUNDAMENTALS 

Latest 

Week  ago 

Year  ago 

ONES  INDUSTRIALS 

5668.3 

-0.5 

28.2 

90-DAY  TREASURY  BILL  YIELD 

5.25% 

5.21% 

5.61  % 

?E  COMPANIES  (S&P  MidCap  Index) 

241.3 

-0.4 

24.3 

30-YEAR  TREASURY  BOND  YIELD 

7.19% 

6.95% 

6.57% 

COMPANIES  (Russell  2000) 

359.7 

-1.1 

29.0 

S&P  500  DIVIDEND  YIELD 

2.13% 

2.10% 

2.49% 

IMPANIES  (Russell  3000) 

384.3 

-1.3 

25.9 

S&P  500  PRICE/EARNINGS  RATIO 

19.2 

19.7 

16.5 

IGN  STOCKS 

Latest 

%  change  (local  currency) 
\»( — 1,      CI  1. 

TECHNICAL  INDICATORS 

Latest 

Week  ago 

Reading 

S&P  500  200-day  moving  average 
Stacks  above  200-day  moving  average 
Speculative  sentiment:  Put/call  ratio 
Insider  sentiment:  Vickers  sell/buy  ratio 

622.5 
63.0% 
0.59 
2.24 

619.6 
67.0  %r 
0.53  r 
2.24 

Positive 
Neutral 

Negative 
Neutral 

N  (FINANCIAL  TIMES  100) 
(NIKKEI  INDEX) 
TO  (TSE  COMPOSITE) 

3769.2 
22,104.8 
5094.6 

0.4 
1.0 

-1.9 

12.9 
50.8 
13.4 

BLOOMBERG  FINANCIAL  MARKETS 

DUSTRY  GROUPS 

IflONTH  LEADERS 

% 

1-month 

change 
12-month 

Strongest  stock  in  group 

%  change 
1-month  12-month 

Price 

NUFACTURED  HOUSING 

19.9 

46.5 

FLEETWOOD  ENTERPRISES 

19.9 

47.9 

30^8 

SACCO 

15.9 

41.5 

PHILIP  MORRIS 

17.8 

47.5 

103^8 

lES 

11.9 

95.1 

NIKE 

13.4 

164.9 

105^8 

SURE  TIME 

10.6 

36.4 

BALLY  ENTERTAINMENT 

19.6 

195.9 

28V4 

ECIALTY  RETAILERS 

10.2 

28.8 

CIRCUIT  CITY  STORES 

20.3 

21,3 

36^/8 

MONTH  LAGGARDS 

%  change 
l-month  12-month 

Weakest  stock  in  group 

%  change 
1-month  12-month 

Price 

LD  MINING 

-10.5 

9.4 

ECHO  BAY  MINES 

-13.2 

26.9 

IIV2 

CHINE  TOOLS 

-9.6 

-7.1 

CINCINNATI  MILACRON 

-10.4 

-8.7 

23^8 

TALS 

-8.7 

19.5 

ASARCO 

-12.4 

1.3 

29'/4 

:el 

-8.4 

-7.1 

INLAND  STEEL  INDUSTRIES 

-11.5 

-30.2 

20% 

IMINUM 

-7.2 

19.3 

ALCOA 

-9.1 

33.8 

59^4 

fTUAL  FUNDS 

iRS 

LAGGARDS 

'eek  total  return 

% 

Four-week  total  return 

% 

1ERICA  CAPITAL  A 

9.7 

RYDEX  PRECIOUS  METALS 

-8.6 

HFINDER 

9.5 

BENHAM  GLOBAL  GOLD 

-7.9 

KINS  OPPORTUNITY 

8.7 

INVESCO  STRATEGIC  GOLD 

-7.5 

ik  total  return 

% 

52-week  total  return 

% 

NER  SMALL  CAP  EQUITY 

89.9 

STEADMAN  TECHNOLOGY  GROWTH 

-13.9 

H  SELECT  EQUITY 

87.9 

UNITED  SERVICE  CHINA  REGION  OPPORT 

-7.3 

/DW  SMALL  CAPITALIZATION  GROWTH 

83.0 

EV  MARATHON  GREATER  INDIA 

-6.9 

SXP  500 


4-week  total  return 


MORNINGSTAR  INC 


;  fund 
52-week  total  return 


TIVE  PORTFOLIOS 


i  amounts  represent  the 
!   value  of  $10,000 
i  d  one  year  ago 
!  portfolio 

■|  tages  Indicate 
■-'  I  total  returns 


U.S.  stocks 

$12,803 

-0.24% 


m 

Foreign  stocks 

$11,652 

-0.48% 


nil 


Money  market  fund 
$10,536 

+0.11% 


Gold 

$10,134 

-1.45% 


DRI/McGRAW-HILL 


UJ 


Treasury  bonds 

$10,057 

-1.32% 


il]is  page  are  as  of  market  close  Wednesday,  June  12,  1996,  unless  otherwise  indi-  of  market  close  June  11.  Mutual  fund  returns  are  as  of  June  7.  Relative  portfolios  are  valued 
!rv  groups  include  S&P  500  companies  only;  performance  and  share  prices  are  as      as  of  June  1 1.  A  more  detailed  explanation  of  this  page  is  available  on  request.  r=revised 
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INFLATION:  CALL  OFF 
THE  DOGS  

Who  should  Fed  Chan'man  Alan  Greenspan  listen  to: 
Wayne  D.  Angell  or  John  F.  Welch  Jr.?  FoiTner  Federal 
Reserve  Governor  Angell  is  telling  Greenspan  to  hike  short- 
tenn  rates  by  50  basis  points  when  the  Fed  meets  in  July. 
The  economy  is  grovdng  too  fast,  real  visages  are  going  up  too 
much,  and  inflation  is  around  the  coi'ner,  argues  Angell.  Gen- 
eral Electric  Co.  ceo  Welch  is  teUing  Greenspan  to  cool  it. 
Companies  have  no  pricing  power,  and  productivity  is  up,  so 
the  recent  pop  in  wages  is  not  inflationary,  he  argues.  Welch 
is  right.  Take  the  summer  off  and  play  a  lot  of  tennis,  Alan. 

Angell  is  not  alone  in  wonying  about  inflation.  A  recent  re- 
port showed  that  348,000  jobs  were  created  in  May,  twice  the 
number  expected.  Second-quarter  gi'owth  in  gi'oss  domestic 
product  may  be  running  at  o'A%  to  4%.  Bond  vigilantes  are  in 
a  frenzy.  They  have  bid  long-temn  rates  up  over  7%. 

Yet  the  numbers  show  no  sign  of  higher  inflation.  Kellogg 
Co.  is  cutting  cereal  prices,  and  Nissan  Motor  Co.  is  cutting 
auto  prices.  Chip  pi-ices  are  sinking,  as  is  the  cost  of  gasoline. 
The  core  rate  of  the  producer  price  index  was  flat  in  May,  and 
the  core  rate  of  the  consumer  price  index  rose  only  0.2%. 
Gold  is  do\\TTi,  the  dollar  is  up,  and  copper  has  cratered. 

Wliy  so  little  inflation  in  the  face  of  fast  economic  growth? 
Mutual  funds  are  expanding  at  a  record  $25  billion  monthly, 
pouiing  capital  into  initial  public  offerings  and  expanding  in- 
vestment by  corporations.  As  a  result,  the  economy's  manu- 
facturing capacity  is  increasing  at  a  4.5%  annual  rate — twice 
that  of  the  early  1990s.  Rising  capacity  means  the  economy 
can  mn  hotter  wathout  igniting  inflation.  Sei-vice  economy  data 
is  less  clear,  but  there  is  enough  anecdotal  evidence  to  show 
that  unit  labor  costs  are  stable.  This  implies  that  productivi- 
ty is  rising  throughout  the  economy. 

We're  hoping  Alan  Greenspan  goes  with  Welch's  advice  and 
persuades  other  Fed  board  members  at  the  July  meeting  to 
let  capitalism  do  its  thing.  Rates  shouldn't  be  raised  to  kill  off 
economic  gTowth  that  shows  few  signs  of  generating  inflation. 

BIG  LABOR'S  LONG 
CLIMB  BACK  

Big  labor  is  back.  ^Fhe  afl-cio,  under  tough  new  Pi-esident 
John  L.  Sweene  v.  is  back  in  the  pohtical  game,  pouring 
millions  into  key  congT  ssional  races  to  help  Democrats  retiuii 
to  pov.'cr  (page  35).  It  -  back  in  the  economic  game,  winning 
strong  sui)port  for  a  hil-  •  in  the  minimum  wage.  And  it's  back 
in  the  organizing  game,  '  aining  thousands  of  people  to  recruit 
new  union  members.  But  retting  in  the  door  doesn't  mean  be- 
ing accejjted  at  the  politic  il  and  economic  negotiating  table. 
That  will  take  a  lot  more  i  om  union  leaders. 

In  an  age  of  economic  a-^xiety,  the  return  of  Big  Labor 


shouldn't  be  surprising.  But  it  is.  For  20  years,  unions  have 
not  been  playing  their  traditional  role  of  channeling  econom- 
ic discontent.  Not  only  have  they  lost  members  and  strength, 
they  have  lost  respect.  Polls  have  consistently  shown  that 
while  the  public  is  sympathetic  to  workers,  it  is  hostile  toward 
unions.  It  wasn't  until  hard-right  Presidential  candidate  Pat 
Buchanan  crystallized  public  antijiathy  toward  pay  stagnation 
that  raising  the  minimum  wage  became  a  popular  issue. 

Tlie  tmth  is  that  union  leaders  have  been  out  of  touch  vritl 
most  woi'kei's,  especially  young  ones.  In  negotiations,  leaders 
fought  to  retain  seniority  and  rigid  work  nfles  to  protec 
workers  over  50  but  failed  to  focus  on  the  new  skills  am 
woi'kplace  flexibility  cracial  to  those  in  then-  20s  and  30s.  No 
only  did  these  tactics  alienate  corporate  managers  competinj 
against  overseas  companies,  they  provided  incentives  fo 
outsoui'cing,  fuither  saciificing  the  interests  of  yomg  workers 

Flexing  political  muscle,  as  unions  ai'e  now  doing,  will  no 
by  itself  regain  respect  or  power.  The  real  gauge  of  a  reji: 
venated  union  movement  wiW  be  whether  its  leaders  fight  £ 
hard  to  make  then-  members  globally  competitive  as  they  d 
to  blindly  protect  their  jobs. 

IS  THE  WTO 
UP  TO  THE  JOB? 

It's  testing  time  for  the  World  Trade  Organization.  The  U. 
is  filing  a  high-profile  complaint  charging  that  Fuji  Pho 
Fibn  Co.  conspii'ed  vrith  the  Japanese  government  to  ke( 
Eastman  Kodak  Co.  film  out  of  most  stores  in  Japan.  Tokyo 
ab-eady  claiining  victoiy  by  getting  Washington  to  deal  throuj 
the  WTO  and  not  thi-ough  bilateral  negotiations  that  mig 
have  led  to  trade  sanctions.  But  the  I'eal  winner  or  losei'  in  t 
Fuji-Kodak  conflict  will  be  the  wro.  If  the  trade  fomm  canr 
resolve  the  dispute  in  a  way  perceived  as  fair  and  impaitial  H 
a  court,  American  support  for  the  institution,  already  lc| 
may  erode  further.  That  would  be  dangerous.  j 
Tlie  challenge  before  the  wro  is  whether  it  can  handle  "M 
world"  trade  disputes  between  advanced  nations  that  ha| 
nothing  to  do  with  such  traditional  barriers  as  tariff's  al 
quotas.  In  one  of  the  most  detailed  cases  ever  gathered,  Koci 
is  chai'ging  that  collusion  between  Fuji  and  its  government  of 
tributed  to  a  business  climate  that  prevented  Kodak  fr| 
fi-eely  selling  its  film.  The  wro,  built  on  the  old  General  Agii 
ment  on  Taiiffs  &  Ti-ade  ivies,  may  be  capable  of  handling  cj! 
tain  aspects  of  the  case.  But  can  the  wro  resolve  the  ftizzierr 
sues   of  government-corporate   collusion   and  natiof 
competitiveness  policies  that  are  behind  the  Fuji-Kodak  cat 
Fuji  argues,  among  other  things,  that  Kodak  has  used  s| 
ilai'  tactics  to  keep  Fuji  film  out  of  U.  S.  mai-kets.  Perhaps,  | 
that's  not  the  issue  before  the  wro.  President  Clinton,  seelj 
reelection,  doesn't  want  another  trade  dispute  on  his  hsm 
Japan,  feeling  smug,  believes  it  can  simply  say  no  to  the  l|, 
It  expects  a  favorable  mling.  The  wro  must  show  it  canfe  . 
pand  its  charter  and  take  on  the  pressing  trade  issues  of  j  <  ' 
day.  This  is  a  test  case  of  major  proportions.  ■ 
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Legroom, 
recline,  and 
personal  space 

that  set  a 
new  standard 

for  airlines 
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Hax  ini;  voLir  ow  n  pciM  in.il 
s|i.itx'  IS  a  r.irity  im  almost 
any  aiiiinL\ 

'I'lial's  the  hcauly  of  World 
Business  t;lass  "fn>m  Northwest 
Airliiu's  and  KI.M. 

It  s  more  spacious.  More  com- 
fortable. I'lieres  moie  room  to 
spread  otit.  Tlie  seats  recline 
fLirthei".  >oLi  even  t^et  your  own 

little  TV  that  you  ean 
adjirst  t<  1  any  an^le. 
its  ( tne  ( )t  the  lare 
chances  in  ni\  lile  l<j 
jiLst  cl<  1  nothing! 

I  tiaxel  all  i  i\er, 
htit  partic  iil.iiiy  in  the 
rem<  ite  regii  >ns  ( )l 
Asia  S( )  I  flaw  the 
pri\  ile,!-!e  ( it  t;(  mii^ 
I  )ac  k  and  l(  n  ih 
hetween  clitteient 
w  <  iiids  w  ith 
\(  )rthwest  Airlines, 
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